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Preface

This working paper contains the half-yearly reports of two working groups of the
AIECE, in which the CPB actively participates. The reports, presented on behalf of the
groups, form the synthesis of views of many institutes and have their value as such.
They do not necessarily reflect the opinion of the reporting institute itself.

AIECE is the Association of European Conjuncture Institutes, (in French: Association
d'Instituts Européens de Conjoncture Économique), founded in 1957. The AIECE now
groups 41 members and observing institutes, representing 20 countries and 4
international organisations (EU, OECD, IMF and ECE). The membership is open to
independent European institutes involved in surveying economic development and
macroeconomic forecasting. Independent is interpreted as not directly being involved
in conducting economic policies and not representing some economic interests. The
main objective of the association is to intensify the exchanges between its members with
a view to improve their insight into international economic developments.

The CPB is a long-standing member of this organisation, which is appreciated as a
valuable platform for exchange of views with mostly non-governmental institutes, next
to the Bureau's official contacts with in particular the OECD and the European
Commission. Moreover, it is a useful source of information when making CPB-
forecasts.

Twice a year world economic issues are discussed in the plenary meetings of the
AIECE. Major points on the agenda are the general report on the European conjuncture,
prepared in turn by one of the institutes, and the presentation of selected special studies.
Two standing working groups report on respectively the development of world commo-
dity prices, and on world trade. In a special session reports are discussed on longer-term
prospects and structural changes. These reports are meant to give a general assessment
of developments in the respective fields.

As a coincidence, in Spring 2000 CPB Netherlands Bureau for Economic Policy
Analysis  reports on world trade development as well as on commodity prices. 
The analyses  of the Working Group on Foreign Trade are largely based on the forecasts
provided by the AIECE member-institutes with respect to their own country. The
working group makes an estimate of non-European developments, and places the
European figures in a world setting. As a consequence, the Working Group also
reassesses the trade forecasts submitted by the member institutes, taking account of
market growth, price competitiveness and other factors. Also the assumptions made with
respect to the international environment (oil prices, dollar exchange rate etc.) that are
consensus forecasts of the working group, may require a modification of the forecasts



 

submitted by the European  institutes for their own country. (The latest CPB analyses
of April this year can be found in CPB Report 2000/1). The trade report includes
 summarising tables with e.g. export market growth, calculated import prices and export
prices of competitors, that give the institutes the opportunity to re-assess their forecasts.

The Working Group on Commodity Prices is formed by specialists on raw materials
prices of the AIECE member institutes. Their half-yearly report evaluates recent
development of commodity prices and presents, starting from a set of framework as-
sumptions, detailed price forecasts for a large number of commodity groups for the
coming year and a half. One technical assumption made in its report is constant
exchange rates, which is the most striking difference with the approach of the trade
group. As there is indeed an exchange of information between the two working groups,
other differences in framework assumptions are usually limited.

Henk Don
managing director



 

The working paper in brief

The Working Group on Foreign Trade observes that world trade growth, in volume
terms, has rebounded sharply during the past year, following the stagnation in 1998. End
1999 the year-on-year increase had risen to 10% in volume terms. This rate could be
maintained in the present year, with powerful impulses in particular from the
non-industrial countries. In the coming year world trade growth could slow mainly due
to the projected cooling-off of the American economy. The rapid rise in world demand
is accompanied by price increases on commodity markets, also in real terms. Given
favourable demand conditions, the real price rise of non-energy commodities could
persist. The oil price is expected to hover around $23.5 per barrel this year and fall to
some $21.5 per barrel next year.

The Working Group on Commodity Prices deals in particular with the raw material
markets. Raw material prices will be generally higher this year. In terms of the HWWA-
index, prices are expected to increase by around 20%. Prices of energy raw materials
will jump nearly 30% and industrial commodities some 10%. Food and tropical
beverages on the other hand will become cheaper; on average prices are expected to fall
3% this year. In a historical comparison raw materials are still rather cheap. Even in
nominal terms the HWWA-index is well below its 1990 level.

Next year the overall index is expected to decrease by 4%. However, this decrease
has to be fully written on account of crude oil prices, which are expected to weaken
10%. Excluding crude oil the index is forecast to rise 5%. Both industrial raw material
prices and food and beverages prices will increase in 2001, respectively by 4 and 6%.
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Summary

World trade growth, in volume terms, has rebounded sharply during the past year,
following the stagnation in 1998. End 1999 the year-on-year increase had risen to 10%
in volume terms. This rate could be maintained in the present year, with powerful
impulses in particular from the non-industrial countries. In the coming year world trade
growth could slow somewhat due to the projected cooling-off of the American economy.
The rapid rise in world demand is accompanied by price increases on commodity
markets, also in real terms.  Given favourable demand conditions, the real price rise of
non-energy commodities could persist. The oil price is expected to hover around $23.5
per barrel this year and fall to some $21.5 per barrel next year.
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I The past year

Only six months ago, the world trade picture presented by the working group on foreign
trade was summarized as follows. "World trade growth has accelerated since last spring.
It should gain momentum until the beginning of next year before reaching a plateau. The
slowdown of US imports should be balanced by strong European and Asian demand. In
volume terms, world trade would thus increase by 6.5% in 2000, after less than 4% this
year. Meanwhile, international trade prices should also display a slight increase in 2000
after two years of decrease".

Looking back at the past year, we must conclude that we have greatly underestimated
the strength of the world recovery at that time. Global trade growth has accelerated
considerably in the second half of last year, to an annual rate of about 11.5%. The
American economy remained booming, and consequently the US import growth
continued to be very strong over the whole year. This had a favourable impact on output
in Europe, Asia and Latin-America. The Asian revival was much stronger than anyone
dared to project half a year ago, with export volumes boosted by the competitiveness
gains from currency depreciation. Asian imports rebounded even faster than exports:
import volumes of Korea and Thailand surged by 25 to 30% last year. Thus the world
trade volume increased in 1999 on average by more than 5%, instead of the expected
less than 4%. International trade prices have also shown more dynamism than projected
half a year ago, reflecting the stronger world demand, and, in the case of oil, continuing
supply constraints.

II Main assumptions for 2000 and 2001

Global output could rise by approximately 4% per year in 2000 and 2001, with powerful
impulses coming from the non-industrial countries. The growth in world demand is
accompanied by sharp price increases on commodity markets. Rising inflation and
higher inflation expectations in the industrial countries will be translated into higher
levels of interest rates. Robust economic growth for Europe permits a further decline
of the still high unemployment. The US economy shows continued strong momentum, but
a slowdown is likely, and a hard landing cannot be excluded.

The cyclical upswing in the United States shows few signs of weakening, but is expected
to do so in the short term as a result of reduced wealth effects stemming from asset
gains, and monetary tightening. For the time being this is offset by higher export growth
in conjunction with the recovery of demand on foreign markets, so that on balance
output growth this year could be as high as in 1999. However, in 2001 the deceleration
in domestic spending will show itself in a lower GDP growth rate.
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Assumptions underlying the projections

� World production grows by 4% this year and next, while
economic growth of the industrial countries decelerates from 3.4
to 2.8%. 

� Non-fuel commodity prices will rise in dollar terms by 6% this
and next year.

� The price of Brent-oil will average $ 23.7  a barrel in 2000 and
$ 21.6  a barrel in 2001.

� The dollar will become less strong against European currencies
reflecting inter alia changing cyclical positions and a deterio
rating US external balance. In particular we assume 1 euro per
dollar  in 2000 and 0.97 euro per dollar next year.

International uncertainties

If US growth is underestimated in the central projection, that would
mean for Europe higher export market growth and a better competi-
tive position due to a stronger dollar. In addition, import demand in
the non-industrial countries could pick up more strongly than
projected, in view of the large trade surpluses. That too, could lead
to higher growth in the industrial countries and higher prices on the
world market.

However, there is also a chance that the imbalances in the US
economy result in a reduction of the foreign investors' readiness to
finance US overspending. The US has a huge deficit on the current
account, of over 4% of GDP. Net foreign debt is constantly increas-
ing. Confidence might reduce rapidly when the economy slows down.
That would place the dollar under pressure. The principal effects for
Europe would be weaker growth, but also less inflation. The
extremely high prices on the stock markets constitute an additional
downward risk.
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The development of the Japanese economy over the next few years remains uncertain,
in view of the extensive restructuring, the still-fragile financial situation and the fairly
unstable yen. Modest growth seems the most likely outcome, based on the easy
monetary and fiscal policies and the brisk demand on the Asian markets.

A considerable acceleration in output growth is anticipated for the euro-zone. The
projection is for GDP to grow by 3½% this year and 3% next year, with a strong
expansion in industry. This is mainly due to strong export demand. In our projection,
exports to countries outside the euro-zone accelerate from only 2% last year to around
12% this year. The contribution of the external sector to GDP growth in the euro-zone
may switch from -0.4% in 1999 to + 0.7% in the year 2000. Next year, the contribution
of net export to GDP-growth may continue to be slightly positive, despite the more
sluggish growth in the United States and the projected effective rise in the value of the
euro. For the United Kingdom the foreign contribution will remain negative, due to the
persistent deterioration of competitiveness.

The financial crises in South-East Asia, Latin America and the transition countries
caused a considerable slowdown in global output growth in 1998. Last year, the pace
increased again thanks to the recovery in Asia. Most of the Latin American countries
and the countries of Central and Eastern Europe are now growing again. The
non-industrial countries, with their strong growth in imports, are gradually taking over
the role of motor of the world economy from the United States.
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Table 1 Main assumptions and world trade forecast 1999-2001

Autumn 1999 Spring 2000
1999 2000 1999 2000 2001

  annual percentage changes or levels
GDP volume

United States 3.8 2.5 4.2 4.3 3.0
Japan 2.5 1.0 0.3 0.8 2.0
Western Europe 2.0 2.8 2.2 3.5 3.0
Industrial countries 2.4 2.3 2.8 3.4 2.8

Exchange rates (levels)
euro per dollar 0.935 0.920 0.939 1.000 0.971
yen per dollar 115 115 114 105 105

World trade volume of  goodsa 3.9 6.6 5.3 10.2 8..2
Exports Western Europe 2.7 6.1 4.3 9.4 7..3
Imports Western Europe 4.0 6.7 5.4 8.1 7..3

World trade prices ($)
crude oil (level, $/b) 17.5 20.0 17.9 23.7 21.6
non-energy commodities � 8.5 7.5 � 7.7 6.0 6.0
manufactured goodsb

� 4.0 � 1.6 1.8

a Average of imports and exports.
b Derived from world export price, oil price and price of non-energy commodities.
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Figure 1 Short-term indicators Asia, excluding Japan (import weighted)

a Percentage changes over 12 months. 
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Figure 2 Real export earnings and import volumes of non-
industrial countries

III World merchandise trade in 2000 and 2001

III.1 Trade volumes by region

In the second half of 1999 the world trade volume showed an increase of 11.5% at an
annual rate. In the current year world trade is expected to continue at a slightly lower
pace, resulting in a 10% increase year-on-year. For 2001 a further deceleration toward
8% is projected.

The major factor behind the strong upturn of world trade is the recovery of demand in
the non-industrial world, with Asia in a leading position. More recently, demand has
picked up in the transition countries as well as in the Middle-East and Latin-America,
and the expectation is that this recovery will gain strength in the current year.

The recovery of the import volume of the non-industrial world was just as impressive
as the preceding fall, as can be seen from figure 2. This figure also shows that the import
volumes of the non-industrial countries, up to the outbreak of the Asia crisis, practically
matched their real export revenues (defined as the product of export volume and terms
of trade). From this it may be concluded that the trade balance hardly changed at all in
those years. However, between the end of 1997 and the end of last year, growth in
imports lagged far behind the growth in real export revenues, producing an improvement
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in the trade balance of about $250 billion on an annual basis. This improvement was
partly necessitated by the sudden deterioration of the capital balance.

Many non-industrial countries had lived far above their financial means and some
redress was unavoidable. Moreover, many countries in Asia had become too much
dependent on the inflow of short foreign capital, that suddenly was withdrawn at the
outbreak of the crisis. Between the middle of 1997 and the end of 1999, the net capital
flow towards the non-industrial countries shrank by some $ 150 billion on an annual
basis, mainly due to smaller investment in shares and declining bank loans. Foreign
direct investment to the emerging markets did not fall, thanks to increasing privatisation
activities. From the fact that the improvement of the trade balance has exceeded the
reduction in net capital inflow, one may conclude that the international reserve position
of the non-industrial countries has ameliorated, particularly in Asia and more recently
in the oil producing countries. Recently, the net capital flow to the non-industrial
countries has started to rise again. All in all there appear to be little financial restrictions
to a rapid rise of imports in this part of the world. In the course of 1999 the actual import
growth already accelerated to some 10% at an annual rate. A further acceleration can be
expected to around 12%  this year, followed by a slightly weaker growth in 2001.

Table 2 World trade volume by region, 1999-2001

  Exports   Imports
1999 2000 2001 1999 2000 2001

  annual percentage changes
Industrial countries 4.5 9.6 7.5 7.6 9.8 7.5

Western Europe 4.3 9.4 7.3 5.4 8.1 7.3

Transition countries 6.3 10.0 8.4 � 8.0 9.9 9.8
OPEC � 4.0 5.0 6.0 � 12.0 10.0 10.0
ANIEs 8.0 11.5 9.0 9.0 14.0 12.0
Other non-industrial countries 7.5 11.0 9.0 3.0 12.0 10.0

World 5.0 9.8 8.0 5.6 10.5 8.5

The imports of the industrial world could grow this year by 10%, compared with 7.5%
in 1999, and slow again to about 7.5% next year, due to lower production growth.  In the
projection, the import growth of the United States is just as strong this year as last
year’s, at 13%, but the projected soft landing is reflected in a deceleration of import
growth to 8% next year. The import demand of Western Europe is expected to pick up
from 5.5% last year to 8% in the current year, and will only be slightly weaker in 2001.
All in all, total world trade growth could  decelerate from 10% in 2000 to some 8% in
2001.
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Export volumes of industrial countries are forecasted to increase this year by 9.5%
against 4.5% in 1999. This implies that the external sector does no longer drag
production growth in the industrial world. In 1998 and 1999 the negative contributions
of the external sector to GDP growth amounted to -1.0% and - 0.7% respectively. Next
year export growth of the industrial countries is forecasted to decelerate to 7.5%, but
even then the external contribution remains slightly positive for the area as a whole.

All industrial countries experience a strong acceleration of export growth in the
current year, but for some the external contribution will remain negative, in particular
for the United States. In Japan and Western Europe export growth will outpace import
growth by 1.5% to 2%-points in the year 2000. Next year export volumes are expected
to increases more or less in line with import demand in all industrial countries and
regions.

In the non-industrial world export growth accelerates from 6.5% in 1998 and 1999
to 10.5% in the current year. Next year export growth will probably fall back to
8.5%.This implies that export growth will trail import growth over the forecast period
by some 2 percentage points each year. This negative contribution of the external sector
to the overall growth rate in the non-industrial world clearly illustrates how the recently
crisis-stricken countries have once again become a motor of the world economy.

Comparing export growth rates of individual countries or regions with growth rates of
their respective export markets, produces the so called export performance. It has been
negative for the United States over the past two years and will remain so over the
forecasting period, in spite of the projected improvement of US price competitiveness
in 2001 as the effective exchange rate of the dollar is assumed to decline. However, the
US loss of international markets shares over this 4-year period remains rather limited.
The export performance of Japan has been negative from 1997 onward and is also
forecasted to remain negative up to 2001. The cumulated loss of international market
shares is considerably higher than for the US, although the cumulated deterioration of
export price competitiveness is approximately the same for both countries. The
appreciation of the yen probably contributed to a relatively unfavourable development
of profits in the Japanese export sectors, thus effectively limiting the supply of export
goods.

European countries have lost out on the international markets as well, but these
losses were largely concentrated in the United Kingdom. The euro-area already managed
to gain some market shares in 1999 and this trend should strengthen into 2000 and 2001,
given the fierce improvement of its competitive position. However, this hardly shows
up in the forecasts of the member institutes. It seems that the export possibilities for
Western Europe are underestimated by the various member institutes. For a more
detailed analysis of this phenomenon we refer to chapter IV of this report.
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III.2 Oil markets

Last year the world oil markets suffered the consequences of the production squeeze in
the OPEC-countries. The unexpected strong discipline of these countries together with
a strong revival of world demand pushed up the price of Brent-oil from $11 per barrel
in January 1999 to almost $ 30 per barrel in early March 2000. The average price in
1999 was $ 17.9 per barrel. High oil prices are no longer regarded a threat for the
industrial countries, partly because the energy intensity of production in the industrial
world has halved since 1973.

World demand for oil increases rapidly in line with the general upturn of the world
economy. This leads to continuous stock depletion from an already low level, pushing
up prices even further. At the end of March OPEC decided to increase production, albeit
in a very controlled manner. Since then, oil prices have come down to approximately
$ 23 a barrel for Brent crude. For 2000 we forecast an average Brent-price of around 
$ 23½ per barrel, gradually declining to $ 21½ per barrel on average in 2001.

Table 3 World energy market, 1998-2001

1998  1999 2000 2001

         annual percentage changes

GDP-volume world 2.3 3.1 4.0    3¾

Volume primary energy use world 1.0  1.9 2.7 2.5
Industrial countries 1.8  2.2 2.5 1.9
Non-industrial countries 0.0  1.6 3.1 3.3

         mln barrels a day

Demand for oil 74.3 75.7 77.5 79.5
Industrial countries 42.5 43.4 44.3 45.1
Other countries 31.8 32.3 33.2 34.4

Supply of oil 75.7 74.2 76.2 79.5
Non-OPEC 44.8 44.8 46.1 46.6
OPEC 30.9 29.4 30.1 32.9

Stock changes 1.4 � 1.5 � 1.3 0.0

Market share OPEC (%) 41.6 38.8 38.8 41.4

Crude oil price (Brent, $ per barrel) 12.9 17.9 23.7 21.6
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Figure 3 Real price of non-energy commodities and world trade
volume (annual percentage changes)

III.3 Raw material prices, excluding energy

Prices of raw materials tend to fluctuate much more than prices of manufactured goods.
The ratio between both variables is often called the "real" price of raw materials. Figure
3 reveals a strong relationship between the average real price change of primary
commodities (excluding energy) and the volume growth of total world trade in goods.
This relation is stronger for the price of industrial raw materials than for the price of
food and agricultural commodities, as  the latter also depend on unpredictable harvests.
The real price of raw materials could remain more or less constant if world trade grows
by about 7.5 percent. The forecast 10% increase of world trade volume projected for
2000 could push up real commodity prices by about 8.5%. Also next year, raw material
prices are expected to rise  faster than manufactured goods prices, given the continuing
strong increase of world demand.

III.4 Manufactured goods prices

World trade prices of manufactured goods declined last year by some 3 percent in
national currency terms. Part of the price decline can be explained by the delayed pass-
through of the sharp fall of raw material prices, that had continued up to the first quarter
of last year. Next to that, profit margins were under pressure up to the middle of last
year. Japan was forced to lower its export prices by 10%, in response to the large
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appreciation of the yen during 1999. In this and next year, the situation is just the
opposite of that in 1999. The strong international business cycle and rising raw material
costs result in a modest rise of  manufactured goods prices in national currency terms,
notwithstanding lower unit labour costs in exporting enterprises.

Table 4 Trade unit values by region in national currencies

Export unit values Import unit values
1999 2000 2001 1999 2000 2001

annual percentage changes
Industrial countries � 2.0 1.3 1.1 � 1.2 2.8 0.6

Western Europe � 0.9 2.6 1.5 � 0.6 3.7 0.6

Transition countries � 3.0 5.7 0.9 1.5 3.8 2.3

Expressed in US dollars, manufactured goods prices declined last year by 4%. The
decline in the euro-zone amounted to 5.5% and in the US to 2%, whereas Japanese
export prices increased by 3.5% in dollar terms. The shifts in price competitiveness
continue this year in the same direction, given the projected exchange rates. For 2001
a distinct appreciation of the euro is expected against dollar and yen. Thus the export
prices of European manufactures could rise by 4% in dollar terms, while export prices
of the rest of the world would remain more or less stable, implying a deterioration of
European competitiveness.

Table 5 Trade unit values by region in US dollars

  Export unit values   Import unit values
1999 2000 2001 1999 2000 2001

  annual percentage changes
Industrial countries � 2.7 � 0.9 2.6 � 2.2 05 1.9

Western Europe � 4.4 � 2.9 4.0 � 4.2 � 1.7 3.1

Transition countries � 6.3 4.4 1.0 � 2.6 1.5 2.0
OPEC 25.0 25.0 � 5.0 � 2.5 1.0 2.0
ANIEs � 2.0 3.0 1.0 � 1.0 3.0 0.0
Other non-industrial countries � 1.0 3.5 0.0 � 2.0 1.0 1.0

World � 1.7 1.3 1.6 � 2.1 0.9 1.6
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III.5 External imbalances

In 1999 the trade and current balances of the industrial countries worsened substantially,
in particular for the United States and the European Union. Main counterparts in the
non-industrial world were the oil countries (including Russia) and developing countries
outside Asia. In the projection period Japan and Europe maintain substantial current
account  surpluses of 2.5 and 0.5% of GDP respectively. The trade balance of the United
States deteriorates further, and its current account deficit rises to about 4.5% of
American GDP. There is a growing danger that the related rise in external indebtedness
may reduce the foreign investors’ readiness to finance US overspending. There appears
to be a deadlock situation. Shrinking the US external deficit would require an unrealistic
large growth differential between the US and the rest of the world, along with an equally
unrealistic sharp reduction in the value of the dollar.

IV European trade consistency

In the previous chapters, the recent trends and short-term prospects of world trade have
been highlighted in a consistent framework. For non-AIECE countries and regions, the
working group has elaborated internally consistent trade forecasts. This means that
export prices reflect internal costs as well as the assumptions on exchange rates and on
energy and other raw material prices. Import prices are estimated on the basis of the
forecasted export prices and exchange rates. Import volume forecasts are linked to total
demand projections for the countries and regions concerned, while export volume
forecasts are based on export market growth (weighted import volume growth) and
changes in export price competitiveness. During this procedure the trade data submitted
for the AIECE member countries are given. It is interesting to see how the trade
forecasts of the AIECE member institutes fit in this general world trade picture. In this
chapter we will not comment on individual institute or country forecasts, but confine
ourselves to the forecasts for Western Europe as a whole.

The implicit relation between total demand and import volume as forecasted by the
member institutes will not be questioned, nor the implicit relations between internal
costs and export prices. We will focus on the export volume and import price forecasts
for Western Europe as a whole  and compare these data with some relevant indicators,
such as the average growth of export markets, changes in competitive position and
average export prices of supplying countries. AIECE institutes, while making their
forecasts,  have made assumptions about these variables, which may not always match
with the forecasts of the working group.

The outlined picture of world trade provides the following relevant data for the
European economy. The growth of the European export markets will accelerate from
4.5% in 1999 to approximately 9.5% in 2000, to slip back to 8% in 2001. The price
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competitiveness of European exports improved last year by more than 2%, whereas for
this year an even stronger improvement of 3% is forecasted. Next year European price
competitiveness could deteriorate by approximately 1% on the assumption that the euro
will rise again versus the dollar and the yen. Taking due account of the lagged effect of
changes in competitiveness on export performance, we must conclude that the submitted
export volume forecasts for Western Europe fall short of the opportunities as calculated
by the working group. According to our calculations, Western Europe should gain at
least 1¼% market share in the year 2000 and at least ½% in 2001, while the market
gains for the euro area could be another ½ %-point higher in both years, because of the
loss of price competitiveness in the UK. However, the projections based on the forecasts
submitted by the member institutes imply only a small market gain in 2000 and a loss
in 2001. The working group calculations suggest that the export growth in the euro-area
is underestimated by some 1¼ %-points  in both years, compared to the aggregated
forecasts of the individual institutes. Adjustments for this export pessimism would imply
a higher contribution of the external sector to GDP-growth in the area, estimated at
almost ½ %-point in both years. This would also give rise to stronger growth of
domestic demand and imports than in the submitted forecasts, and result in an even
better outlook for Europe and the rest of the world.

From the tables in the annex 3 we can conclude that the current import price forecasts
for Western Europe as a whole are in agreement with to the international price forecasts
of the working group. This is a satisfying conclusion.

Figure 4 depicts the export performance and price competitiveness of some transition
countries over the last decade. Hungary and the Czech Republic have had by far the best
performance. Poland gained some market shares whereas Slovenia lost out severely on
the international markets. There does not seem to be a strong correlation with the
changes in price competitiveness of these countries: export prices remained roughly
equal to that of competitors.
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1 CPB: "Central Economic Plan", April 2000 (in Dutch only); CPB Report 2000/2, forthcoming.
2 IMF forecasts were not available in sufficient detail over the past twenty years.

Figure 4 Export performance and price competitiveness of some transition
countries
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Source: OECD, AIECE institutes.

V Leading indicators, industrial production and trade volumes
(a CPB contribution)

Forecasting of international trade is not an easy task. Recently CPB has analyzed the
quality of its short-term forecasting of foreign variables over the past twenty years1. For
each projection  year  six consecutive semi-annual forecasting exercises were taken,
starting in the spring preceding the forecast year and ending in the fall following the
forecast year. The last set of "forecasts" is considered to represent the realizations.
Moreover, the CPB forecasts have been compared with OECD and the European
Commission forecasts of the same variables2. The semi-annual forecasts of the OECD
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3 Root mean square error.

and EC are published more or less simultaneously around June and December, whereas
the CPB forecasts are published in between.

Three criteria are used to test the quality of the forecasts: the mean error, the mean
absolute error and an inequality coefficient. The latter compares the RMSE3 of the
forecasts with the RMSE of a so-called naive projection assuming that the current levels
or growth rates remain the same over the projection period. The major findings of the
research may be summed up as follows.

1. Inequality coefficients and mean absolute errors show a continuous improvement
of all forecasts for any particular year as time goes by. This is not surprising. The
earliest forecasts are on average still superior to the naive forecasts, but only by a very
small margin.

2. Analysts seem to be well aware of their limited forecasting capabilities, as the
earliest forecasts are predominantly trend forecasts, characterized by a small standard
deviation. Judged by the very small mean errors of all forecasts at any point in time,
analysts are very good at predicting the trend.

3. The quality of the CPB, OECD and EC forecasts for each international variable
is more or less the same, if due account is taken of the moment that the forecasts are
prepared.

The general conclusion from the study is that forecasters generally cannot predict
cyclical movements one year ahead. Econometric models can not do the job, but should
not be discarded altogether, to retain internal consistency of the forecasts. Instead we
should concentrate on the coming 12 months and try to improve the forecasts by
collecting all relevant short-term information, particularly in the nature of leading
indicators. This chapter illustrates this approach for international trade forecasting.

Import volumes are usually explained by total demand volumes and relative prices.
Ideally, imports are linked separately to each demand components as the import
intensity of the various components may differ quite substantially. This phenomenon
was explained at length in the autumn 1995 report of the working group. Linking
imports directly to total GDP growth usually does not produce satisfying or reliable
results. But a direct link between industrial production and import demand has much
greater potential, as is illustrated in figure 5.
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Figure 5 Merchandise import volume growth of the EU and the
industrial world: realizations versus estimates
(annual percentage changes)
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It depicts year-on-year changes of the three months moving averages of merchandise
import volumes for the EU-area (including intra-trade) and for the industrial world as
a whole. It also depicts estimated import changes. The estimates are solely based on
simple linear equations of the (import weighted) industrial production growth in  these
areas.

EU-15 m = 1.48 xm-1 + 3.63 + .017 t           R2 = .956

Industrial countries m = 1.35 xm-1 + 4.45 + .012 t R2 = .967

in which xm-1 is the industrial production reweighted with import shares (annual change
of three-months moving averages) and t is a monthly time trend equaling zero on
average in the year 2000. The time shifts in the relations might be explained by
increasing (international) specialization in the production of semi-manufactures. The
overall fit is rather good, even without a relative price term. The influence of relative
prices is still tested at the moment. It is expected to be rather small as intra-trade is
dominant in both areas, and relative prices hardly come into play as far as intra-trade is
concerned. Also worth noting is that imports lag industrial production by approximately
one month.

In figure 5 the import estimates based on the above formula run up to the end of the
current year. The required industrial production forecasts are primarily based on the
currently available (trend restored) leading indicators, as reported by the OECD. The
monthly indicators become available some 6 weeks after the end of the month (that
means e.g. that the leading indicator of March is available at Mid-May. They lead the
industrial production in the EU-area by 4 to 5 months and in the industrial world by 3
to 4 month on average (see figure 6). The leading indicators, therefore, enable us to
predict import demand some 3 months ahead from now, taking into account the 1 month
time lag of imports relative to production. This implies that we can add some 5 months
to the available actually measured import data of the EU-area and the industrial world
as a whole.

The accuracy of these predictions does not only depend on the quality of the above-
mentioned relations between imports and industrial production, but also on the
forecasting power of the leading indicators. Figure 6 depicts the year-on-year changes
of the three-months moving averages of the (import weighted) industrial production and
leading indicators for the EU-area and for the industrial world as a whole. The leads are
clearly visible as well as the forecasting power of the leading indicators in general.

At this moment, i.e. April 2000, we have to rely on model and expert estimates for
the industrial production growth in the last 5 months of this year. They all point to a
slight deceleration for the EU-area and the industrial world as a whole. This may well
be in accordance with the  development of  the leading indicators, which seem to have
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Figure 6 Leading indicators and industrial production in the EU
and the industrial world (annual percentage changes)
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peaked in the first quarter of this year. All in all this approach leads us to believe that
the (import weighted) industrial production growth for 2000 as a whole could reach
approximately 5% in the EU as well as the in the industrial world, implying import
volume growth figures of around 11% in both areas. The implied import growth for the
EU is probably on the high side, as no account is taken of price substitution effects.
These effects may be more important than usual, because of the strong improvement of
European price competitiveness in 1999 as well as 2000. The working group estimates
European import growth this year at 8% and import growth of the industrial world at
almost 10%.

Imports of non-industrial countries are equally well explained by industrial production
growth in the area as a whole. However, we do not have sufficient leading production
information and therefore can not gain much by linking up trade to industrial production
for this group of countries. Instead, we concentrate on the collection of the most-recent
trade data, mainly from internet sources. Currently, i.e. at the end of April, there is
already  a 68% coverage of total merchandise trade values for the month of March, and
almost 80% for the first quarter. Price deflators eventually become available for some
60% of the non-industrial trade values, but with rather long delays. At this moment we
have statistical information on trade deflators for only 20 % of the first quarter trade
values of non-industrial countries. The remaining monthly deflators are model estimates,
using all available information on world commodities and manufactures prices. These
estimates are never very different from those calculated by the OECD (on an annual
basis). Monthly forecasts for the non-industrial countries’ import (and export) volumes
(and prices) for the remaining part of this year are again model based. The only
exogenous factors in this sub-model are dollar exchange rates and crude oil prices.
Figure 2 already depicted the outcome of our calculations and forecasts for non-
industrial countries up to the end of this year as indices. Figure 7 shows the same import
volume development as  annual percentage changes. Already in the first quarter of this
year import volumes of the non-industrial countries were up an estimated 13% on last
year. For the rest of the year a slight acceleration is forecasted, bringing the year-on-year
increase in this approach to some 14% (against 12% in the consensus forecast of the
working group).
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Figure 8 World trade volume
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Figure 7 Import volumes non-industrial countries (annual
percentage changes)

Combining the import forecasts for industrial and non-industrial countries in this
approach results in a world trade growth forecast of almost 12% for the year 2000,
compared with a working group forecast slightly exceeding 10%.
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Figure 9 German export volumes; estimates based on new export
orders (annual percentage changes)

So far we have discussed the CPB analyses of short-term import developments. It is
equally possible, particularly for the industrial countries, to use leading indicators for
short-term export forecasting. The principal leading indicators in this respect are, of
course, export orders. Figure 9 depicts one example for the case of Germany. Actual
export volumes are compared to estimates solely based on new export orders. The fit is
not perfect, but strong enough to suggest that German exports could grow by more than
12% in 2000, even assuming a marked deceleration in the second half of this year. The
working group forecast for German export growth this year currently stands at 10.5%.
The higher growth rate for German exports fits well with the slightly more optimistic
overall trade picture of CPB.  Germany has been taken as an example not only because
of data availability, but also because total European exports move more or less in line
with German exports. Thus it can also help to improve the forecast of European exports
in the very short run.
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Annex 1 Shares in world trade

Shares in world trade 1998

Exports Imports

                                             %

Industrial countries 67.3 67.9
European Union 42.7 40.8
United States 12.4 16.8
Japan 7.1 5.0

Non-industrial countries 32.7 32.1
Transition countries 4.7 4.6
OPEC 3.7 3.1
ANIEs 9.6 8.6
Other non-industrial countries 14.6 15.7

 
Source: Direction of Trade Statistics, IMF.

Bilateral trade shares for the EU, the US and Japan (1997)

Exports from:
European Union United States Japan
Share of
exports

Share of
GDP

Share of
exports

Share of
GDP

Share of
exports

Share of
GDP

     %
Exports to:
European Union 61.0 15.3 20.6 1.6 15.4 1.4
United States 7.7 1.9 - - 27.5 2.5
Japan 2.0 0.5 10.9 0.9 - -
Asia. excl. Japan 7.8 1.9 20.4 1.6 - -
Asian-4 plus Korea 2.4 0.6 8.7 0.7 19.4 1.7
World 100.0 25.0 100.0 9.5 100.0 10.3

Source: European Commission.
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Annex 2 Country classification

Industrial countries

OECD countries, excluding Czech Republic, Hungary, Mexico, Poland, Turkey and
South Korea.

Western Europe

European Union plus Iceland, Norway and Switzerland.

European Union

Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy,
Luxemburg, Netherlands, Portugal, Spain, Sweden, United Kingdom.

Non-industrial countries
Transition countries plus Other non-industrial countries.

Transition countries
Central and Eastern European countries plus CIS countries.

Other non-industrial countries
OPEC, ANIEs, other Asia, other Africa and other Latin America.

OPEC
Algeria, Bahrain, Gabon, Indonesia, Iran, Iraq, Lybia, Nigeria, Oman, Qatar, Saudi
Arabia, United Arab Emirates and Venezuela.

ANIEs
Hongkong China, Korea, Singapore and Taiwan China.
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Annex 3 Detailed international trade tables

 __________________________________________________________________________
 AIECE spring 2000 forecast  

                                         1999        2000        2001

 ___________________________________________________________________________

                                         Annual percentage changes

 World trade

 Volume of total goods                       5.3        10.2         8.2

 World trade price in  US dollars
   total goods                              -2.0         1.1         1.6
   - idem nat. curr.                        -0.9         3.0         0.8
   of which
   Manufactures                             -4.0        -1.6         1.8
   - idem nat.curr.(export weighted)        -3.2         0.1         1.0
   Oil (fob)                                39.3        32.5        -9.0
   Nonfuel primary commodities(HWWA)        -7.8         6.0         6.0

 Effective exchange rate dollar
   export weighted                          -0.9        -1.7         0.8
   import weighted                          -1.3        -1.8         0.7

 ___________________________________________________________________________
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 Table 1. Spot exchange rates
 ___________________________________________________________________________
                                     1999         2000         2001
 ___________________________________________________________________________

                                    Units of national currency per $

 Austria                             12.916       13.719       13.367
 Belgium/Luxemburg                   37.860       40.221       39.189
 Denmark                              6.960        7.394        7.204
 Finland                              5.581        5.928        5.776

 France                               6.045        6.540        6.372
 Germany                              1.830        1.950        1.900
 Greece                             305.823      334.000      325.500

 Italy                             1816.000     1930.500     1881.000
 Netherlands                          2.069        2.197        2.141
 Norway                               7.799        7.698        7.304

 Sweden                               8.266        8.640        8.450
 Switzerland                          1.502        1.600        1.560
 United Kingdom                       0.618        0.616        0.610

 Canada                               1.486        1.460        1.450
 United States                        1.000        1.000        1.000
 Japan                              113.900      105.000      105.000

 Czech Republic                      34.617       36.830       37.020
 Hungary                            237.259      250.000      253.000
 Poland                               3.968        3.950        4.085
 Slovenia                           181.770      199.000      193.000
 Other transition economies           1.000        1.000        1.000

 Turkey                          420467.250   619450.000   786770.000
 OPEC                                 1.000        1.000        1.000
 ANIEs                                1.000        1.000        1.000
 Other countries                      1.000        1.000        1.000
 ___________________________________________________________________________
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 Table 2. Merchandise trade volumes and export market growth

       2a  Export volumes
 ___________________________________________________________________________
                                        1999        2000         2001
 ___________________________________________________________________________
                                        Annual percentage changes

 Austria                                5.5          8.0          7.5
 Belgium/Luxemburg                      2.9          7.5          6.5
 Denmark                                3.0          3.4          2.3
 Finland                                8.0          8.8          7.5

 France                                 4.6         10.5          8.5
 Germany                                4.8         10.5          6.5
 Greece                                 9.8         12.0          8.5

 Italy                                  0.0          8.5          6.5
 Netherlands                            5.0         10.2          8.8
 Norway                                 0.6          6.2          4.5

 Sweden                                 5.2          7.1          5.8
 Switzerland                            5.2          8.7          7.0
 United Kingdom                         2.7          7.7          6.5

 Western Europe                         4.3          9.4          7.3

 Euro area                              4.5         10.1          7.7

 Canada                                10.0         11.0          7.0
 United States                          3.7          9.0          8.5
 Japan                                  4.0         10.0          7.0

 Industrial countries                   4.5          9.6          7.5

 Czech Republic                        10.0         10.3          9.0
 Hungary                               16.0         13.7         10.0
 Poland                                 1.1          5.5          5.0
 Slovenia                               3.8          5.4         16.8
 Other transition economies             5.6         10.7          8.2

 Transition economies                   6.1         10.0          8.4

 Turkey                                 2.5          8.6          8.5
 OPEC                                  -4.0          5.0          6.0
 ANIEs                                  8.0         11.5          9.0
 Other countries                        7.5         11.0          9.0

 Total non-industrial countries         6.4         10.4          8.6

 ___________________________________________________________________________
 Total World                            5.1          9.9          7.9
 ___________________________________________________________________________
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 Table 2b Import volumes
 ___________________________________________________________________________
                                       1999         2000         2001
 ___________________________________________________________________________
                                       Annual percentage changes

 Austria                                5.2          7.5          6.5
 Belgium/Luxemburg                      2.2          7.0          6.0
 Denmark                               -0.6          3.0          2.1
 Finland                                3.9          7.5          7.0

 France                                 4.6          9.0          7.0
 Germany                                5.5          6.5          6.5
 Greece                                 9.8          9.5          8.5

 Italy                                  3.3          7.5          6.5
 Netherlands                            5.4          8.6          8.3
 Norway                                -3.6          0.8          4.6

 Sweden                                 4.4          8.2          7.5
 Switzerland                            6.3          9.5         11.0
 United Kingdom                         7.5          9.0          6.5

 Western Europe                         5.4          8.1          7.3

 Euro area                              5.3          8.1          7.4

 Canada                                 8.7         12.0          8.0
 United States                         12.5         13.0          8.0
 Japan                                  6.2          8.0          7.0

 Industrial countries                   7.6          9.8          7.5

 Czech Republic                         5.2          7.9          7.0
 Hungary                               14.0         13.0         11.0
 Poland                                 2.0          6.7          6.0
 Slovenia                               8.1         19.3          4.8
 Other transition economies           -19.0         10.4         12.1

 Transition economies                  -9.0         10.0         10.0

 Turkey                                -9.6         11.7          9.8
 OPEC                                 -12.0         10.0         10.0
 ANIEs                                  9.0         14.0         12.0
 Other countries                        3.0         12.0         10.0

 Total non-industrial countries         1.2         12.1         10.6

 ___________________________________________________________________________
 Total World                            5.4         10.5          8.6
 ___________________________________________________________________________
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 Table 2c Export market growth a
 ___________________________________________________________________________
                                       1999         2000         2001
 ___________________________________________________________________________
                                       Annual percentage changes

 Austria                                3.7          8.5          7.8
 Belgium/Luxemburg                      5.0          9.0          7.7
 Denmark                                3.7          8.7          7.8
 Finland                                2.7          9.3          8.1
  
 France                                 5.0          9.4          8.2
 Germany                                4.5          9.6          8.1
 Greece                                -1.0          9.3          8.5
  
 Italy                                  3.9          9.7          8.4
 Netherlands                            4.6          8.5          7.3
 Norway                                 5.2          9.0          7.4
  
 Sweden                                 4.0          8.5          7.4
 Switzerland                            5.3          9.3          7.8
 United Kingdom                         5.0         10.0          8.4
  
 Western Europe                         4.6          9.4          8.0
  
 Euro area                              4.5          9.4          8.0
  
 Canada                                10.7         12.4          8.1
 United States                          5.2         10.9          8.9
 Japan                                  7.4         12.0          9.3
  
 Industrial countries                   5.4         10.2          8.4
  
 Czech Republic                        -0.4          8.8          8.3
 Hungary                                0.2          8.5          7.9
 Poland                                 1.4          8.4          7.9
 Slovenia                              -0.1          8.7          8.1
 Other transition economies             3.3         10.6          9.0
  
 Transition economies                   2.3          9.9          8.7
  
 Turkey                                 1.2          9.4          8.4
 OPEC                                   3.7         10.8          9.1
 ANIEs                                  5.9         11.5          9.0
 Other countries                        6.7         11.4          8.8
  
  
 Total non-industrial countries         5.5         11.1          8.9
  
 ___________________________________________________________________________
 Total World                            5.4         10.5          8.6
 ___________________________________________________________________________
  
 a The calculation of export market growth is based on a weighted average of
growth of import
 volumes in the markets of each exporting country, with weights corresponding to
the export
 structure of the exporting country.
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 Table 2d Export performance a
 ___________________________________________________________________________
                                       1999         2000         2001
 ___________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                1.7         -0.5         -0.3
 Belgium/Luxemburg                     -2.0         -1.4         -1.1
 Denmark                               -0.7         -4.9         -5.1
 Finland                                5.1         -0.4         -0.6
  
 France                                -0.3          1.0          0.3
 Germany                                0.3          0.8         -1.5
 Greece                                10.9          2.5          0.0
  
 Italy                                 -3.7         -1.1         -1.7
 Netherlands                            0.4          1.5          1.3
 Norway                                -4.4         -2.5         -2.7
  
 Sweden                                 1.1         -1.3         -1.4
 Switzerland                           -0.1         -0.5         -0.7
 United Kingdom                        -2.2         -2.1         -1.8
  
 Western Europe                        -0.3          0.0         -0.7
  
 Euro area                              0.0          0.6         -0.3
  
 Canada                                -0.6         -1.3         -1.0
 United States                         -1.4         -1.7         -0.3
 Japan                                 -3.1         -1.8         -2.1
  
 Industrial countries                  -0.9         -0.6         -0.8
  
 Czech Republic                        10.5          1.4          0.6
 Hungary                               15.7          4.8          2.0
 Poland                                -0.3         -2.7         -2.7
 Slovenia                               3.9         -3.0          8.1
 Other transition economies             2.2          0.1         -0.7
  
 Transition economies                   3.7          0.1          0.2
  
 Turkey                                 1.3         -0.8          0.1
 OPEC                                  -7.4         -5.2         -2.8
 ANIEs                                  2.0          0.0          0.0
 Other countries                        0.7         -0.4          0.2
  
 Other non-industrial countries         0.9         -0.6         -0.2
  
  
 ___________________________________________________________________________
 Total World                           -0.3         -0.6         -0.6
 ___________________________________________________________________________
  
 a Export performance is the ratio of export volume to export markets for total
goods.
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 Table 3. Unit values in national currencies and terms of trade
  
       3a Export unit values national currencies
 ___________________________________________________________________________
                                       1999         2000         2001
 ___________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                0.3          1.0          1.0
 Belgium/Luxemburg                     -0.7          1.8          1.8
 Denmark                                0.2          2.3          1.3
 Finland                               -6.9          1.3          0.8
  
 France                                -1.6          1.4          0.3
 Germany                               -0.9          2.5          1.8
 Greece                                 0.0          6.0          0.0
  
 Italy                                 -0.5          2.0          1.5
 Netherlands                           -1.1          5.5         -0.3
 Norway                                14.8         20.0         15.0
  
 Sweden                                -1.4          0.9          0.5
 Switzerland                            1.2          2.5          1.0
 United Kingdom                        -2.6          0.5          2.5
  
 Western Europe                        -0.9          2.6          1.5
  
 Euro area                             -1.1          2.5          1.0
  
 Canada                                 1.0          2.5          1.0
 United States                         -1.6          0.5          0.5
 Japan                                -10.0         -5.0          0.0
  
 Industrial countries                  -2.0          1.3          1.1
  
 Czech Republic                         1.0          3.0          3.7
 Hungary                               -6.3         -3.2          0.2
 Poland                                 8.9          1.0          5.9
 Slovenia                              -2.9          3.0          3.0
 Other transition economies            -5.0          8.8          0.8
  
 Transition economies                  -2.9          6.1          1.6
  
 Turkey                                53.6         50.5         29.0
 OPEC                                  25.0         25.0         -5.0
 ANIEs                                 -2.0          3.0          1.0
 Other countries                       -1.0          3.5          0.0
  
  
 Total non-industrial countries         1.2          6.2          0.4
  
 __________________________________________________________________________
 Total World                           -0.9          3.0          0.8
 __________________________________________________________________________
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 Table 3b Import unit values national currencies
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                0.2          1.5          1.0
 Belgium/Luxemburg                      1.4          2.0          1.5
 Denmark                               -0.9          2.2          1.0
 Finland                               -1.7          7.7          1.1
  
 France                                -0.9          2.9         -0.1
 Germany                               -0.7          6.7          1.6
 Greece                                 0.0          8.0          0.0
  
 Italy                                  1.8          4.4          0.7
 Netherlands                            0.4          5.3         -1.5
 Norway                                -2.2          2.4          1.3
  
 Sweden                                 1.1          0.8         -1.5
 Switzerland                           -2.8          4.0          0.7
 United Kingdom                        -3.9         -1.0          2.5
  
 Western Europe                        -0.6          3.7          0.6
  
 Euro area                              0.1          4.7          0.4
  
 Canada                                -2.3          0.0          0.0
 United States                          0.0          3.0          1.0
 Japan                                 -9.2         -3.0         -1.0
  
 Industrial countries                  -1.2          2.8          0.6
  
 Czech Republic                         2.9          4.5          4.3
 Hungary                               -4.5         -0.7          0.0
 Poland                                 9.7          1.9          5.7
 Slovenia                              -1.0          4.0          4.0
 Other transition economies             1.0          3.5          2.3
  
 Transition economies                   2.1          2.8          2.9
  
 Turkey                                53.9         50.8         29.0
 OPEC                                  -2.5          1.0          2.0
 ANIEs                                 -1.0          3.0          0.0
 Other countries                       -2.0          1.0          1.0
  
  
 Total non-industrial countries         0.0          2.8          1.6
  
 __________________________________________________________________________
 Total World                           -0.8          2.8          0.9
 __________________________________________________________________________
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 Table 3c Terms of trade
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                0.1         -0.5          0.0
 Belgium/Luxemburg                     -2.1         -0.2          0.3
 Denmark                                1.1          0.1          0.3
 Finland                               -5.3         -5.9         -0.3
  
 France                                -0.7         -1.5          0.4
 Germany                               -0.2         -3.9          0.2
 Greece                                 0.0         -1.9          0.0
  
 Italy                                 -2.3         -2.3          0.8
 Netherlands                           -1.5          0.2          1.2
 Norway                                17.4         17.2         13.5
  
 Sweden                                -2.5          0.1          2.0
 Switzerland                            4.1         -1.4          0.3
 United Kingdom                         1.4          1.5          0.0
  
 Western Europe                        -0.3         -1.1          0.9
  
 Euro area                             -1.2         -2.1          0.7
  
 Canada                                 3.4          2.5          1.0
 United States                         -1.6         -2.4         -0.5
 Japan                                 -0.9         -2.1          1.0
  
 Industrial countries                  -0.8         -1.4          0.5
  
 Czech Republic                        -1.8         -1.4         -0.6
 Hungary                               -1.9         -2.5          0.2
 Poland                                -0.7         -0.9          0.2
 Slovenia                              -1.9         -1.0         -1.0
 Other transition economies            -5.9          5.1         -1.5
  
 Transition economies                  -5.0          3.2         -1.3
  
 Turkey                                -0.2         -0.2          0.0
 OPEC                                  28.2         23.8         -6.9
 ANIEs                                 -1.0          0.0          1.0
 Other countries                        1.0          2.5         -1.0
  
  
 Total non-industrial countries         1.1          3.3         -1.2
  
 __________________________________________________________________________
 Total World                           -0.2          0.2         -0.1
 __________________________________________________________________________
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 Table 4. Unit values in US dollars and appreciation against the dollar
  
       4a  Export unit values in dollars
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                               -3.9         -4.9          3.7
 Belgium/Luxemburg                     -4.8         -4.2          4.5
 Denmark                               -3.5         -3.7          4.0
 Finland                              -10.8         -4.6          3.5
  
 France                                -4.0         -6.3          2.9
 Germany                               -4.7         -3.8          4.5
 Greece                                -3.4         -2.9          2.6
  
 Italy                                 -4.8         -4.0          4.2
 Netherlands                           -5.2         -0.7          2.3
 Norway                                11.2         21.6         21.2
  
 Sweden                                -5.1         -3.5          2.8
 Switzerland                           -2.3         -3.8          3.6
 United Kingdom                        -4.9          0.8          3.5
  
 Western Europe                        -4.4         -2.9          4.0
  
 Euro area                             -4.8         -3.9          3.7
  
 Canada                                 0.8          4.3          1.7
 United States                         -1.6          0.5          0.5
 Japan                                  3.4          3.1          0.0
  
 Industrial countries                  -2.7         -0.9          2.6
  
 Czech Republic                        -5.8         -3.2          3.2
 Hungary                              -15.3         -8.1         -1.0
 Poland                                -4.6          1.5          2.4
 Slovenia                             -11.3         -5.9          6.2
 Other transition economies            -5.0          8.8          0.8
  
 Transition economies                  -6.3          4.8          1.2
  
 Turkey                                -4.8          2.2          1.6
 OPEC                                  25.0         25.0         -5.0
 ANIEs                                 -2.0          3.0          1.0
 Other countries                       -1.0          3.5          0.0
  
  
 Total non-industrial countries        -0.2          5.4          0.0
  
 __________________________________________________________________________
 Total World                           -1.8          1.3          1.6
 __________________________________________________________________________
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 Table 4b Import unit values in dollars
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                               -3.9         -4.4          3.7
 Belgium/Luxemburg                     -2.8         -4.0          4.2
 Denmark                               -4.6         -3.8          3.7
 Finland                               -5.8          1.4          3.8
  
 France                                -3.3         -4.9          2.5
 Germany                               -4.5          0.1          4.3
 Greece                                -3.4         -1.1          2.6
  
 Italy                                 -2.6         -1.8          3.3
 Netherlands                           -3.7         -0.9          1.1
 Norway                                -5.3          3.7          6.8
  
 Sweden                                -2.7         -3.6          0.7
 Switzerland                           -6.2         -2.4          3.3
 United Kingdom                        -6.1         -0.7          3.5
  
 Western Europe                        -4.2         -1.7          3.1
  
 Euro area                             -3.7         -1.9          3.0
  
 Canada                                -2.5          1.8          0.7
 United States                          0.0          3.0          1.0
 Japan                                  4.3          5.2         -1.0
  
 Industrial countries                  -2.2          0.5          1.9
  
 Czech Republic                        -4.0         -1.8          3.8
 Hungary                              -13.7         -5.8         -1.2
 Poland                                -3.9          2.4          2.2
 Slovenia                              -9.5         -5.0          7.2
 Other transition economies             1.0          3.5          2.3
  
 Transition economies                  -2.9          1.2          2.3
  
 Turkey                                -4.6          2.4          1.6
 OPEC                                  -2.5          1.0          2.0
 ANIEs                                 -1.0          3.0          0.0
 Other countries                       -2.0          1.0          1.0
  
  
 Total non-industrial countries        -1.9          1.7          0.9
  
 __________________________________________________________________________
 Total World                           -2.1          0.9          1.6
 __________________________________________________________________________
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 Table 4c Appreciation against the dollar, with import weighted totals
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                               -4.1         -5.9          2.6
 Belgium/Luxemburg                     -4.1         -5.9          2.6
 Denmark                               -3.7         -5.9          2.6
 Finland                               -4.2         -5.9          2.6
  
 France                                -2.4         -7.6          2.6
 Germany                               -3.8         -6.2          2.6
 Greece                                -3.4         -8.4          2.6
  
 Italy                                 -4.4         -5.9          2.6
 Netherlands                           -4.1         -5.8          2.6
 Norway                                -3.2          1.3          5.4
  
 Sweden                                -3.8         -4.3          2.2
 Switzerland                           -3.5         -6.1          2.6
 United Kingdom                        -2.3          0.3          1.0
  
 Western Europe                        -3.6         -5.2          2.4
  
 Euro area                             -3.8         -6.3          2.6
  
 Canada                                -0.2          1.8          0.7
 United States                          0.0          0.0          0.0
 Japan                                 14.8          8.5          0.0
  
 Industrial countries                  -1.0         -2.2          1.3
  
 Czech Republic                        -6.7         -6.0         -0.5
 Hungary                               -9.6         -5.1         -1.2
 Poland                               -12.4          0.4         -3.3
 Slovenia                              -8.6         -8.7          3.1
 Other transition economies             0.0          0.0          0.0
  
 Transition economies                  -4.8         -1.6         -0.7
  
 Turkey                               -38.0        -32.1        -21.3
 OPEC                                   0.0          0.0          0.0
 ANIEs                                  0.0          0.0          0.0
 Other countries                        0.0          0.0          0.0
  
  
 Total non-industrial countries        -1.9         -1.1         -0.7
  
 __________________________________________________________________________
 Total World                           -1.3         -1.8          0.7
 __________________________________________________________________________
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 Table 4d Appreciation against the dollar, with export weighted totals
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                               -4.1         -5.9          2.6
 Belgium/Luxemburg                     -4.1         -5.9          2.6
 Denmark                               -3.7         -5.9          2.6
 Finland                               -4.2         -5.9          2.6
  
 France                                -2.4         -7.6          2.6
 Germany                               -3.8         -6.2          2.6
 Greece                                -3.4         -8.4          2.6
  
 Italy                                 -4.4         -5.9          2.6
 Netherlands                           -4.1         -5.8          2.6
 Norway                                -3.2          1.3          5.4
  
 Sweden                                -3.8         -4.3          2.2
 Switzerland                           -3.5         -6.1          2.6
 United Kingdom                        -2.3          0.3          1.0
  
 Western Europe                        -3.6         -5.3          2.5
  
 Euro area                             -3.8         -6.3          2.6
  
 Canada                                -0.2          1.8          0.7
 United States                          0.0          0.0          0.0
 Japan                                 14.8          8.5          0.0
  
 Industrial countries                  -0.6         -2.1          1.5
  
 Czech Republic                        -6.7         -6.0         -0.5
 Hungary                               -9.6         -5.1         -1.2
 Poland                               -12.4          0.4         -3.3
 Slovenia                              -8.6         -8.7          3.1
 Other transition economies             0.0          0.0          0.0
  
 Transition economies                  -3.4         -1.2         -0.4
  
 Turkey                               -38.0        -32.1        -21.3
 OPEC                                   0.0          0.0          0.0
 ANIEs                                  0.0          0.0          0.0
 Other countries                        0.0          0.0          0.0
  
  
 Total non-industrial countries        -1.3         -0.8         -0.4
  
 __________________________________________________________________________
 Total World                           -0.9         -1.6          0.8
 __________________________________________________________________________
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 Table 5. Relative import unit values in national currencies and
          effective appreciation against supplying countries
  
       5a Import unit values national currencies
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                0.2          1.5          1.0
 Belgium/Luxemburg                      1.4          2.0          1.5
 Denmark                               -0.9          2.2          1.0
 Finland                               -1.7          7.7          1.1
  
 France                                -0.9          2.9         -0.1
 Germany                               -0.7          6.7          1.6
 Greece                                 0.0          8.0          0.0
  
 Italy                                  1.8          4.4          0.7
 Netherlands                            0.4          5.3         -1.5
 Norway                                -2.2          2.4          1.3
  
 Sweden                                 1.1          0.8         -1.5
 Switzerland                           -2.8          4.0          0.7
 United Kingdom                        -3.9         -1.0          2.5
  
 Western Europe                        -0.6          3.7          0.6
  
 Euro area                              0.1          4.7          0.4
  
 Canada                                -2.3          0.0          0.0
 United States                          0.0          3.0          1.0
 Japan                                 -9.2         -3.0         -1.0
  
 Industrial countries                  -1.2          2.8          0.6
  
 Czech Republic                         2.9          4.5          4.3
 Hungary                               -4.5         -0.7          0.0
 Poland                                 9.7          1.9          5.7
 Slovenia                              -1.0          4.0          4.0
 Other transition economies             1.0          3.5          2.3
  
 Transition economies                   2.1          2.8          2.9
  
 Turkey                                53.9         50.8         29.0
 OPEC                                  -2.5          1.0          2.0
 ANIEs                                 -1.0          3.0          0.0
 Other countries                       -2.0          1.0          1.0
  
  
 Total non-industrial countries         0.0          2.8          1.6
  
 __________________________________________________________________________
 Total World                           -0.8          2.8          0.9
 __________________________________________________________________________
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 Table 5b Calculated import unit values national currencies a
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                0.0          4.1          0.4
 Belgium/Luxemburg                      0.4          4.7          0.1
 Denmark                                0.3          5.8          1.2
 Finland                                1.2          7.0          0.6
  
 France                                -0.7          7.9          0.1
 Germany                                0.6          5.8         -0.1
 Greece                                 1.0          9.4         -0.3
  
 Italy                                  1.8          6.2         -0.4
 Netherlands                            1.5          6.0          0.2
 Norway                                -0.6         -2.4         -2.7
  
 Sweden                                 0.8          4.7          1.6
 Switzerland                           -0.2          4.3          0.5
 United Kingdom                        -0.4         -0.7          1.7
  
 Western Europe                         0.5          4.9          0.3
  
 Euro area                              0.7          6.1          0.0
  
 Canada                                -1.3         -0.7          0.2
 United States                         -0.5          2.8          1.1
 Japan                                -12.8         -4.1          0.4
  
 Industrial countries                  -1.0          3.1          0.5
  
 Czech Republic                         2.2          6.3          3.4
 Hungary                                6.0          4.7          4.1
 Poland                                 9.5         -1.1          6.5
 Slovenia                               4.5          7.7         -0.3
 Other transition economies            -1.0          2.3          1.2
  
 Transition economies                   2.6          2.5          2.7
  
 Turkey                                59.3         50.9         28.9
 OPEC                                  -2.9          0.5          1.9
 ANIEs                                 -0.1          3.2          0.6
 Other countries                       -1.6          2.1          1.1
  
  
 Total non-industrial countries         0.6          3.4          1.8
  
 __________________________________________________________________________
 Total World                           -0.5          3.2          1.0
 __________________________________________________________________________
  
 a Import price change calculated assuming that for each individual supplier the
export price change to that country is the same as the total export price change
of that supplier. This condition is satisfied if the suppliers charge all
importers the same price.
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 Table 5c Relative import prices in a common currency a
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                0.2         -2.5          0.6
 Belgium/Luxemburg                      1.0         -2.6          1.4
 Denmark                               -1.2         -3.4         -0.2
 Finland                               -2.9          0.7          0.5
  
 France                                -0.2         -4.6         -0.2
 Germany                               -1.3          0.8          1.7
 Greece                                -1.0         -1.2          0.3
  
 Italy                                  0.0         -1.7          1.1
 Netherlands                           -1.1         -0.7         -1.7
 Norway                                -1.6          4.9          4.1
  
 Sweden                                 0.3         -3.7         -3.1
 Switzerland                           -2.7         -0.3          0.2
 United Kingdom                        -3.5         -0.3          0.8
  
 Western Europe                        -1.1         -1.2          0.4
  
 Euro area                             -0.6         -1.3          0.4
  
 Canada                                -1.0          0.8         -0.2
 United States                          0.5          0.2         -0.1
 Japan                                  4.2          1.1         -1.4
  
 Industrial countries                  -0.2         -0.4          0.0
  
 Czech Republic                         0.7         -1.7          0.9
 Hungary                               -9.9         -5.1         -3.9
 Poland                                 0.2          3.0         -0.7
 Slovenia                              -5.3         -3.4          4.3
 Other transition economies             2.0          1.1          1.1
  
 Transition economies                  -0.5          0.3          0.3
  
 Turkey                                -3.4         -0.1          0.1
 OPEC                                   0.5          0.5          0.1
 ANIEs                                 -0.9         -0.2         -0.6
 Other countries                       -0.4         -1.1         -0.1
  
  
 Total non-industrial countries        -0.5         -0.5         -0.2
  
 __________________________________________________________________________
 Total World                           -0.3         -0.4         -0.1
 __________________________________________________________________________
  
 a The relative import price is the ratio of import price to calculated import
price
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 Table 5d Effective appreciation against supplying countries
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                               -0.7         -1.3          1.1
 Belgium/Luxemburg                     -1.4         -1.6          0.8
 Denmark                               -0.7         -2.4          0.8
 Finland                               -2.3         -3.5          1.2
  
 France                                 0.3         -4.3          1.1
 Germany                               -0.6         -2.4          1.6
 Greece                                -0.4         -4.4          1.2
  
 Italy                                 -1.6         -2.0          1.3
 Netherlands                           -1.6         -2.6          1.2
 Norway                                -1.0          4.5          3.9
  
 Sweden                                -1.4         -1.2          0.4
 Switzerland                           -0.7         -1.7          0.7
 United Kingdom                        -0.2          4.0         -0.5
  
 Western Europe                        -1.0         -1.7          1.1
  
 Euro area                             -1.1         -2.7          1.3
  
 Canada                                -0.3          1.9          0.4
 United States                         -0.7         -0.2         -0.5
 Japan                                 15.5          9.3         -0.3
  
 Industrial countries                   0.7         -0.1          0.5
  
 Czech Republic                        -3.6         -2.3         -1.9
 Hungary                               -6.3         -0.7         -2.3
 Poland                                -9.2          5.1         -4.6
 Slovenia                              -5.4         -4.3          1.6
 Other transition economies             3.4          3.3         -0.3
  
 Transition economies                   0.0          2.6         -1.1
  
 Turkey                               -37.1        -30.5        -22.1
 OPEC                                   2.3          3.0         -0.3
 ANIEs                                 -1.9         -0.6         -0.3
 Other countries                       -0.5          0.5         -0.5
  
  
 Total non-industrial countries        -1.4          0.0         -0.9
  
 __________________________________________________________________________
 Total World                            0.0          0.0          0.0
 __________________________________________________________________________
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 Table 6. Relative export unit values in national currencies and
          effective appreciation against competing countries
  
       6a   Export unit values national currencies
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                0.3          1.0          1.0
 Belgium/Luxemburg                     -0.7          1.8          1.8
 Denmark                                0.2          2.3          1.3
 Finland                               -6.9          1.3          0.8
  
 France                                -1.6          1.4          0.3
 Germany                               -0.9          2.5          1.8
 Greece                                 0.0          6.0          0.0
  
 Italy                                 -0.5          2.0          1.5
 Netherlands                           -1.1          5.5         -0.3
 Norway                                14.8         20.0         15.0
  
 Sweden                                -1.4          0.9          0.5
 Switzerland                            1.2          2.5          1.0
 United Kingdom                        -2.6          0.5          2.5
  
 Western Europe                        -0.9          2.6          1.5
  
 Euro area                             -1.1          2.5          1.0
  
 Canada                                 1.0          2.5          1.0
 United States                         -1.6          0.5          0.5
 Japan                                -10.0         -5.0          0.0
  
 Industrial countries                  -2.0          1.3          1.1
  
 Czech Republic                         1.0          3.0          3.7
 Hungary                               -6.3         -3.2          0.2
 Poland                                 8.9          1.0          5.9
 Slovenia                              -2.9          3.0          3.0
 Other transition economies            -5.0          8.8          0.8
  
 Transition economies                  -2.9          6.1          1.6
  
 Turkey                                53.6         50.5         29.0
 OPEC                                  25.0         25.0         -5.0
 ANIEs                                 -2.0          3.0          1.0
 Other countries                       -1.0          3.5          0.0
  
  
 Total non-industrial countries         1.2          6.2          0.4
  
 __________________________________________________________________________
 Total World                           -0.9          3.0          0.8
 __________________________________________________________________________
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 Table 6b Export unit values of competitors
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                0.2          5.9          0.1
 Belgium/Luxemburg                      0.7          5.5         -0.2
 Denmark                                0.6          6.3         -0.2
 Finland                                1.3          6.2         -0.4
  
 France                                -0.7          8.1         -0.3
 Germany                                0.7          5.9         -0.5
 Greece                                 0.7          9.5          0.0
  
 Italy                                  1.4          6.2         -0.5
 Netherlands                            0.6          5.1          0.3
 Norway                                -0.3         -1.7         -2.9
  
 Sweden                                 0.4          4.7          0.4
 Switzerland                            0.5          6.4         -0.2
 United Kingdom                        -0.2         -0.3          0.9
  
 Western Europe                         0.5          5.2         -0.2
  
 Euro area                              0.6          6.2         -0.3
  
 Canada                                -0.1          0.9          0.4
 United States                         -2.0          1.3          1.1
 Japan                                -14.3         -6.1          1.1
  
 Industrial countries                  -1.9          2.7          0.3
  
 Czech Republic                         3.7          6.7          3.3
 Hungary                                7.4          5.2          4.1
 Poland                                10.2         -0.6          6.5
 Slovenia                               6.1          9.1         -0.1
 Other transition economies            -2.9          0.4          1.6
  
 Transition economies                   0.4          1.4          2.4
  
 Turkey                                56.6         47.9         30.1
 OPEC                                  -0.8          1.9          1.1
 ANIEs                                 -1.3          1.8          1.1
 Other countries                       -1.0          2.0          1.1
  
  
 Total non-industrial countries         0.0          2.5          1.7
  
 __________________________________________________________________________
 Total World                           -1.2          2.6          0.8
 __________________________________________________________________________
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 Table 6c Relative export unit values in a common currency a
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                                0.1         -4.6          0.9
 Belgium/Luxemburg                     -1.4         -3.5          2.0
 Denmark                               -0.4         -3.8          1.5
 Finland                               -8.1         -4.6          1.2
  
 France                                -0.9         -6.2          0.6
 Germany                               -1.6         -3.2          2.4
 Greece                                -0.7         -3.2          0.0
  
 Italy                                 -1.9         -4.0          2.0
 Netherlands                           -1.7          0.4         -0.6
 Norway                                15.2         22.1         18.5
  
 Sweden                                -1.8         -3.7          0.1
 Switzerland                            0.7         -3.7          1.2
 United Kingdom                        -2.4          0.8          1.6
  
 Western Europe                        -1.4         -2.5          1.7
  
 Euro area                             -1.7         -3.5          1.3
  
 Canada                                 1.1          1.6          0.6
 United States                          0.4         -0.8         -0.6
 Japan                                  5.0          1.2         -1.1
  
 Industrial countries                  -0.2         -1.3          0.8
  
 Czech Republic                        -2.6         -3.4          0.4
 Hungary                              -12.7         -8.0         -3.8
 Poland                                -1.2          1.6         -0.5
 Slovenia                              -8.5         -5.6          3.1
 Other transition economies            -2.2          8.4         -0.7
  
 Transition economies                  -3.3          4.6         -0.8
  
 Turkey                                -1.9          1.8         -0.8
 OPEC                                  26.0         22.7         -6.0
 ANIEs                                 -0.8          1.1         -0.1
 Other countries                        0.0          1.5         -1.1
  
  
 Total non-industrial countries         1.2          3.6         -1.2
  
 __________________________________________________________________________
 Total World                            0.3          0.4          0.1
 __________________________________________________________________________
  
 a The relative export price is the ratio of export price to export price of
competitors.
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 Table 6d Effective appreciation against competing countries
 __________________________________________________________________________
                                       1999         2000         2001
 __________________________________________________________________________
                                       Annual percentage changes
  
 Austria                               -1.6         -2.6          1.5
 Belgium/Luxemburg                     -2.1         -3.0          1.5
 Denmark                               -1.8         -3.2          1.5
 Finland                               -2.4         -3.3          1.6
  
 France                                -0.7         -5.0          1.6
 Germany                               -2.1         -3.5          1.5
 Greece                                -1.0         -5.5          1.7
  
 Italy                                 -2.6         -3.5          1.6
 Netherlands                           -1.9         -2.7          1.4
 Norway                                -1.2          4.1          4.2
  
 Sweden                                -2.0         -1.7          1.1
 Switzerland                           -1.8         -3.6          1.5
 United Kingdom                        -0.9          2.5          0.0
  
 Western Europe                        -1.8         -2.7          1.4
  
 Euro area                             -1.9         -3.6          1.5
  
 Canada                                -0.6          1.9          0.1
 United States                          0.4          1.2         -0.6
 Japan                                 14.5          9.1         -0.6
  
 Industrial countries                   0.5         -0.2          0.6
  
 Czech Republic                        -4.2         -2.8         -1.4
 Hungary                               -7.2         -1.8         -2.2
 Poland                               -10.0          3.9         -4.3
 Slovenia                              -6.0         -5.3          2.1
 Other transition economies             0.9          1.8         -0.8
  
 Transition economies                  -1.9          1.1         -1.2
  
 Turkey                               -36.7        -30.2        -21.9
 OPEC                                   0.7          1.4         -0.7
 ANIEs                                  0.0          0.8         -0.6
 Other countries                        0.2          0.9         -0.6
  
  
 Total non-industrial countries        -0.9          0.4         -1.1
  
 __________________________________________________________________________
 Total World                            0.0          0.0          0.0
 __________________________________________________________________________
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Summary

Raw material prices will be generally higher this year. In terms of the HWWA-index,
prices are expected to increase by around 20%. Prices of energy raw materials will jump
nearly 30% and industrial commodities some 10%. Food and tropical beverages on the
other hand will become cheaper; on average prices are expected to fall 3% this year. In
a historical comparison raw materials are still rather cheap. Even in nominal terms the
HWWA-index is well below its 1990 level.

Next year the overall index is expected to decrease by 4%. However, this decrease
has to be fully written on account of crude oil prices, which are expected to weaken
10%. Excluding crude oil the index is forecast to rise 5%. Both industrial raw material
prices and food and beverages prices will increase in 2001, respectively by 4 and 6%.

The report is based on discussions and raw material prices forecasts made by the
member institutes’ representatives in the Commodity Group. We would like to thank the
ETLA institute for the assistance in preparing the figures. All remaining omissions and
errors are the responsibility of the reporter.
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I Price developments in the past six months

World commodity prices, as measured by the HWWA index in dollar terms, increased
by nearly 18% in the past six months. Seen from a historical perspective, commodities
are still cheap, however. Even in nominal terms the index has not yet reached the
average 1980-1985 level.

The rise of the index was mainly caused by the sharp price increase of crude oil. Due
to an exceptional strong adherence to production agreements, crude oil prices in March
temporarily surpassed the $ 30 per barrel level. As can be seen from table 1, the sharp
price increase in the first quarter of this year was not foreseen half a year ago.

Excluding crude oil and coal the increase of the index amounted to a moderate 6%
only. Among the non-energy commodities sharply divergent price trends can be
distinguished. The improved economic activity and forecasts for the global economy
resulted in a significant price rise of the industrial raw materials group. The sub-index
of this group reached a level quite in line with the forecasts we made half a year ago.
Within the industrial raw materials group, prices of non-ferrous metals and iron ore
increased more than was expected, while prices of agricultural raw materials lagged
behind somewhat.

Table 1 October 1999 forecasts and realizations

 1999Q4  2000Q1

Forecast Actual Forecast Actual

quarterly percentage changes
HWWA total 11 9 1 8

�  Industrial materials and food 3 3 2 3

�  Food and tropical beverages 1 3 2 � 3

� cereals 5 � 3 1 6

� beverages, tobacco, sugar � 3 6 2 � 8

� oilseeds and veg. oils 8 1 2 2

�  Industrial raw materials  4 2 2 5

� agricultural raw materials 4 1 3 4

� non- ferrous metals 5 5 1 8

� iron ore, scrap 0 1 1 6

� Energy raw materials 15 13 0 11

Prices of individual food and tropical beverage fluctuated heavily in the past six months.
On balance, however, the sub-index hardly changed as the increase in the sub-index in
the fourth quarter was followed by a similar decrease in the first quarter. Although
demand for food and tropical beverages also benefited from the favorable economic
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situation in many countries, bumper crops and large stocks prevented steep price
increases. In particular cereals and oilseeds are cheaper now than was expected in
October last year.

II Price forecasts until end 2001

II.1 General economic assumptions

Since our last forecast, prospects for the world economy have further improved. The
forecast for world GDP growth for this year has been revised upwards to 3.8%. For 2001
the working group foresees a growth of 3.4%.

The economic prospects have improved for all main regions. The expected slowdown
in economic activity in the United States appears to be less severe than expected in
October. Instead of a growth rate of 2.6% as was projected half a year ago, the US
economy is expected now to grow 4.2% this year. Because of overhang the effect of the
slowdown will only be seen in the 2001 figures.

Partly due to a sharp increase in demand from non-industrial countries, production
in the European Union will accelerate from 2.3% in 1999 to 3.2% this year. Compared
with our October forecasts, the figure for this year has been raised by 0.5%. Since
consumption growth within the EU will slightly decelerate next year and the slowing
down in the United States will also have an effect on demand, economic growth in the
EU will decrease to 3% next year.

The financial crises in Asia, Latin America and the transition countries caused a
sharp fall in world economic activity in 1998. Last year growth increased again, thanks
to the fast recovery in Asia. By now growth has also returned in Latin America and the
transition countries.

The high level of economic activity will result in a sharp increase in the world trade
volume. World trade is expected to increase by 9% this year and by 8% next year. With
wage increases remaining moderate and, by and large, a constant dollar-euro rate, the
export price of manufactured goods in dollar terms is expected to increase only
modestly.

Tables 2a and 2b summarize the main assumptions on the general economic
environment.
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Table 2a Framework assumptions 1999-2001

         1999            2000           2001
         annual percentage changes

World GDP-volume 2.6 3.8 3.4
Advanced economies GDP, volume 2.8 3.3 2.8
OECD, industrial production 3.0 5.5 4.0
World trade, volume 5.3 9.0 8.0
Export price of manufactures � 3.5 0.0 1.5
Exchange rate ($/Euro) 1.07 1.0 1.0

Table 2b World economic growth by regions 1999-2001

         1999            2000           2001
         annual percentage changes

World 2.6 3.8 3.4
North America 4.0 4.1 3.1
� United States 4.1 4.2 3.0
European Union 2.3 3.2 3.0
Transition Economies 1.2 3.0 3.0
� Russia 3.2 2.5 2.5
Asia 4.9 5.0 5.1
� Japan 0.3 1.0 1.5
� China 7.1 7.0 7.0
Africa 3.0 4.0 4.0
Latin America � 0.2 4.0 4.3
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Figure 1 Growth of GDP in OECD Countries and World Trade,
volumes, %

II.2 Aggregate price developments

This year the overall price level of raw materials, in terms of the HWWA-Index, is
expected to increase by 20%. Next year the index is forecast to decrease by 4%. Energy
raw materials will increase by 32% this year mainly due to a rise in crude oil prices.
Since the crude oil price rise has already occurred in the first quarter, from now on crude
oil prices are expected to decrease. The drop in oil prices will more than compensate the
modest price increases of the other commodities. This implies that from now on the
overall-index is expected to decrease, from 103 in the first quarter to 94 in the fourth
quarter. Next year crude-oil prices are forecast to decrease further. Due to the heavy
weight of crude oil in the overall index (i.e. 55%), this effect will dominate the
development of the overall index. Despite the slight increase of the non-energy
commodities, the overall index will decrease about 4% in 2001.
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Figure 2 Real prices of raw materials, 1990 = 100

Commodity prices excluding crude oil will increase by 6% this year and by 5% next
year. The increases are distributed fairly uniformly over the quarters: from an index
level of 84 in the first quarter, the index will, step-by-step, rise to 92 in the fourth
quarter of 2001. The price increases are also rather evenly distributed over the
subgroups of the index.

In the wake of the general favourable economic situation, the industrial raw material
prices will increase during the forecasting period, albeit that available stocks and
production capacities will limit the increases.



 

64

Table 3 Forecasts of index aggregates, 1998-2001, in dollar terms 1990=100

           1998             1999             2000             2001

           annual percentage changes
HWWA total 72 81 97 93
% change � 22 12 20 � 4
Total, except crude oil 88 81 86 90
% change � 13 � 8 6 5
Industrial materials and food 88 82 87 92
% change � 14 � 8 7 5
Food and tropical beverages 116 95 92 98
% change � 12 � 19 � 3 6
� cereals 99 88 95 97
% change � 11 � 11 8 2
� beverages, tobacco, sugar 122 97 89 95
% change � 12 � 20 � 8 6
� oilseeds and veg. oils 117 95 99 107
% change � 13 � 19 4 8
Industrial raw materials 79 77 86 89
% change � 14 � 2 11 4
� agricultural raw materials 79 79 84 87
% change � 14 � 1 7 4
� non-ferrous metals 71 72 87 91
% change � 21 1 21 5
� iron ore, scrap 96 83 89 94
% change � 1 � 13 7 6
Energy raw Materials 61 80 103 94
% change � 29 30 29 � 9
� coal 86 76 72 78
% change � 9 � 12 � 5 8
� crude oil 59 80 106 96
% change � 31 36 32 � 10

Although absolute stock levels of most industrial raw material commodities have come
down, on historical standards they are still rather high.

The aggregate price of food and tropical beverages is also forecast to show an
upward tendency in the coming period. The sub-index is expected to increase from 89
in the first quarter of this year to 100 in the fourth quarter of 2001. Seen from a
historical perspective, food and tropical beverage prices are low at the moment.
Although they do of course react to demand shifts, supply effects usually dominate the
price reaction. Especially crop failures can induce huge price reactions. In the forecast
we assumed normal weather conditions.

The quantitative commodity price forecasts of the HWWA-index and the index
aggregates are summarized in table 3. Price forecasts for the individual commodities can
be found in the appendix tables A1, A2 and A3.
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II.3 Energy raw materials

Since Spring 1999 a very sharp increase in the crude-oil price has occurred. In less than
a year oil prices have more than doubled. Probably the single most important fact
beyond the price rise was the compliance of OPEC members with the cutback
agreements of the organisation, which was also supported by several non-OPEC
producers. A consequence of the agreement was that global inventories of crude oil
decreased rapidly. The IEA currently forecasts an increase in  oil demand of about 2.4%
in 2000 and 2% in 2001. These forecasts are based on accelerating economic growth in
a number of industrial countries and better economic perspectives for most Asian
countries, including Japan. Decisive for the further development of the crude oil price
is the behaviour of the OPEC members. At the conference of the organisation at the end
of March 2000 in Vienna, new production quotas were fixed and OPEC member agreed
to increase oil production in order to meet a price level between $ 20 and $ 25 per barrel.
The chances that prices stay on this level are increased by the weaker compliance with
last year’s production cutback agreements, which was 74% in February and between 60
and 65% in March 2000. In the second half of 1999 compliance surpassed on average
80% and in some months even 90%. An additional consideration is that the limits on
Iraq’s oil deliveries will probably be removed soon. Moreover, if oil prices are high for
a longer time, energy saving investments and the search for new oil sources will be
stimulated.

It is expected that oil production will be about 2.4 mln b/d higher in the current year, up
from the second quarter. The expansion of non-OPEC production may amount to 1.1
mln. b/d. Together this will induce a relaxation of the oil market. Lowered stocks will
be rebuilt. Under these production and demand assumptions a continuous fall of  oil
prices can be expected. Nevertheless, due to the high level in the first quarter and the
strong price increase in the course of 1999, the average price in 2000 will still be 32%
above the 1999 level. On average the nominal price for crude oil is expected to reach $
24 this year.

Continuous economic growth, accompanied by a greater demand for oil and, at the
same time, an increasing supply will on balance lead to slight further decreases of the
oil price in 2001. In the forecast we have assumed an average level of $ 21.6 per barrel.
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Table 4 Energy prices, HWWA index in dollar terms

Commodity 99/1 99/2 99/3 99/4 00/1 00/2 00/3 00/4 01/1 01/2 01/3 01/4 1999 2000 2001

indices 1990=100, resp. percentage changes on previous period
Energy raw
materials 55 72 90 102 114 103 97 98 97 96 92 92 80 103 94
  % change � 2 32 25 13 11 � 9 � 5 0 0 � 2 � 4 0 30 29 � 9
� coal ind 80 78 75 72 71 71 73 75 75 78 78 81 76 72 78
  % change � 2 � 3 � 3 � 5 � 1 0 3 3 0 4 0 4 � 12 � 5 8
� crude oil 52 72 92 105 118 106 100 100 99 97 93 93 80 106 96
  % change � 2 37 27 15 12 � 10 � 6 0 0 � 2 � 5 0 36 32 � 11

After two consecutive years of virtually stagnating traded volumes and sharply declining
prices, the world coal markets bottomed out. Demand is picking up and an upward
pressure on prices has already been observed at the Atlantic steam coal market.
However, due to the low price level at the beginning of the year, a rise in yearly average
price quotations can probably not be expected before 2001.

The world seaborne coal trade increased by only 2% last year, following a 3% rise in
1998 and 6% in 1997. The slowdown resulted from a shrinking coking coal turnover,
a consequence of the crisis in the world steel industry. The growth rate of steam coal
trade has been within the range of 6 to7% annually, supported by a hike in deliveries to
smaller importers and a gradual demand recovery in Asia. Nevertheless, the supply
overhang induced major cuts in contract prices and a downward trend in spot quotations,
both at the steam and the coking segments of the coal market. The average 1999 prices
decreased by 12% and 11%, respectively, on the previous year.

The outlook for the steam coal market is promising for the exporters, although they are
different for the European and the Asian market. In Europe import demand has surged
since the beginning of this year. This surge was fuelled by improved economic
prospects, low hydro power levels in Scandinavia and the Iberian Peninsula and the
replacement by several electricity generating utilities,  of more costly gas and fuel oil
by cheap coal. At the same time supply tightened as high-cost US exporters reduced
their deliveries, Australian and Indonesian shipments to Europe declined under the
impact of a hike in freight rates and Colombian exports dried up due to port congestion.
Consequently, South African steam coal prices increased. The upward price trend is set
to continue as the demand in the coming months is expected to remain quite robust.
According to recent forecasts, steam coal imports to Europe are to increase by 5-7% in
2000 with a further rise predicted in 2001.
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Figure 3 Raw material prices, HWWA index, 1990 = 100

In Asia a resurgence in economic activity combined with the commissioning of new
coal-fired plants have also resulted in a revival of demand for imported steam coal,
which is to rise by about 10% this year. However, the Asian market remains
oversupplied and the downward pressure on prices continues. Australian coal companies
have recently accepted a 4% cut in the reference price for 2000/01 (April-March)
contract deliveries to Japan. Moreover, contrary to the European market, spot prices still
stagnate at a low level. Hence, even if a rising demand and a downward correction in
freight rates, which will enable Australian exporters to resume their European sales, will
result in a gradual increase in spot quotations during the year, we expect the average
2000 price to be slightly lower than last year. Next year’s prices are forecast to rise by
8%.

Coking coal market fundamentals have been strengthening since mid-1999, following
a recovery in the world steel industry. While blast furnace iron production in coking coal
importing countries decreased marginally last year as compared with 1998, it surged by
12.4% from December 1998 to December 1999. The downward trend in coking coal
traded volumes should be reversed this year; forecasts indicate a rise by 2.5-5% in total
import demand. However, in view of the increased capacity from new mines, Australian
producers decided to "trade off" additional deliveries by a 5% price cut in 2000/01
contracts with the Japanese steel mills. The cut will not necessarily apply to the
European deliveries as there has been a decoupling of price benchmarks between
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Figure 4 Energy prices, HWWA index 1990 = 100

Australian and US suppliers. Besides, in terms of EU cif import prices, it would be
compensated by higher freight rates. Nevertheless, as this price declined by $ 7/mt (ie.
13%) between the first quarter last year and the first quarter this year, we forecast a fall
in its average 2000 level with a possible rise (by 5%) in 2001, provided that steel market
conditions still improve.

II.4 Metals and minerals

Due to a rapidly growing automobile market, an acceleration of demand and some
supply problems, aluminium prices continued their recovery from a five-year-low until
the beginning of this year. The price rally was also driven by speculative involvement
of large funds. However, since late January aluminium quotations have started to fall
again. Worries about the negative impact of high oil prices on the global economy
apparently encouraged the liquidation of long positions held by funds. Total aluminium
stocks have gradually declined, but remained high in a longer term comparison. Stocks
at the London Metal Exchange were also rather high, but they too have recently begun
to fall.

World consumption of refined aluminium rose by 3.2% last year, whereas production
extended about 4.6%. Demand is rising in Europe and remains strong in the US. Asian
demand is also very high, above all in South Korea where production of manufactures
has sharply recovered. An exception is Japan. Here demand is only beginning to recover
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Aluminium demand will improve further with growth accelerating in Asia as well as in
a number of Western European countries. Supplies are destined to rise as well with new
capacities coming on stream, e.g in Southern Africa. Producers have also returned some
mothballed capacities or have announced their intention to do so. More restarts can be
expected when prices rise. The surplus in world supplies is likely to be smaller this year.
Aluminium prices are projected to rise moderately in the next two years.

After a rise, that started in the first half of 1999, as a reaction on better prospects of a
strong recovery of demand and a smaller supply surplus, copper prices reached their
peak in January. Afterwards prices receded, as expectations of rising interest rates in the
United States led to large fund selling. LME copper stocks have increased gradually
since mid-1999 and peaked at their highest level ever in the beginning of March. Since
then there is a decrease in stocks. In addition to reported stocks, a large amount of
copper is believed to be held unreported. World copper consumption rose by more than
4% last year whereas production was extended by only 2%, after several years of very
high growth rates. While primary production showed a higher growth rate of 3.9%,
secondary output even decreased, by 6.5%.

Copper demand is strong in the US and some parts of Europe, especially for
construction and car production. The rise in copper demand is expected to accelerate
with a broadening recovery of the European economies and a continuing rebound of
activity in Asian countries. World copper production will also increase in the projection
period, as existing capacities are being extended and idled capacities � about 5 % of
total capacity has been closed in the last two years � will be restarted when prices rise.
Some producers are proceeding with new projects, for instance in Chile and Australia.
Copper price are expected to rise moderately in the projection period.
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Table 5 Metals and minerals, HWWA index in dollar terms

Commodity 99/1 99/2 99/3 99/4 00/1 00/2 00/3 00/4 01/1 01/2 01/3 01/4  1999  2000  2001

indices 1990=100, resp. percentage changes on previous period
Non- ferrous
metals 63 68 76 80 86 86 88 89 90 91 92 93 72 87 91
% change � 5 7 12 5 8 0 2 1 1 1 1 2 1 21 5
Aluminium 73 80 88 91 100 99 101 103 104 105 106 108 83 101 106
% change � 7 9 11 4 9 � 1 2 2 1 1 1 2 0 22 5
Lead 62 64 62 60 56 57 58 60 62 63 64 67 62 58 64
% change 2 2 � 3 � 3 � 6 1 2 4 2 2 2 4 � 5 � 7 10
Copper 53 55 63 65 67 68 69 71 73 74 76 77 59 69 75
% change � 9 4 15 3 3 1 2 2 3 2 2 2 � 5 17 9
Nickel 51 57 71 86 104 107 107 104 101 98 98 98 66 105 98
% change 16 13 24 21 21 3 0 � 3 � 3 � 3 0 0 30 59 � 7
Zinc 66 67 75 77 75 76 76 77 77 77 77 77 71 76 77
% change 4 2 11 2 -2 1 0 2 0 0 0 0 5 6 2
Tin 85 88 85 91 92 89 90 92 92 94 94 96 87 90 94
% change � 3 3 � 3 8 0 � 3 1 2 1 2 0 2 � 3 4 4

Iron ore,
scrap 86 82 82 83 88 89 90 90 94 94 95 95 83 89 94
% change � 5 � 5 0 1 6 1 1 0 5 0 1 0 � 13 7 6
Iron ore 91 86 87 88 91 91 91 91 96 96 96 96 88 91 96
% change � 5 � 6 2 0 4 0 0 0 5 0 0 0 � 8 4 5
Steel scrap 69 70 61 72 83 86 89 89 94 94 99 99 68 87 96
% change 0 2 � 13 18 15 4 4 0 5 0 5 0 � 34 27 11

At the end of last year, it seemed as if lead prices had stabilised. But soon they
continued their downward trend that started in 1996. Compared to the high level in mid-
1996 prices have almost halved, although they have not yet reached the low 1994 level.
Lead scrap prices have fallen in line with metal prices. Commercial lead stocks
increased last year, and LME stocks rose to a 4-year high.

World lead demand, after a slight decrease in 1998, recovered last year and rose by
3%. Demand in Asia � despite a further fall in Japan � strengthened markedly with
significant rises in most former crisis countries and in Taiwan. Consumption in Europe
rose as well; only in the United States the increase was significantly lower. The global
consumption increase was slightly higher than the rise in metal production. Additional
production in Australia, China and Kazakhstan has more than offset lower output in
Mexico and Yugoslavia. China's net exports to the West reached a record level last year.
Western world output as a whole was only 0.7% higher in 1999.

This year, demand for lead will increase again moderately, as will production,
although some producers are planning to reduce output in view of the low price level.
As lead is often produced together with zinc, a rising demand for zinc will also increase
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lead supplies, whether actually demanded or not. Therefore the scope for price increases
seems rather limited.

Until the beginning of this year, tin prices rose markedly but most of the gain got lost
again since then. Total tin stocks as well as LME inventories have barely changed.
World tin consumption, having been rather stable in recent years, hardly increased in
1999, whereas the preliminary production figures point to a significant rise that mostly
originated in China. Chinese exports and a continuing release of US strategic reserves
helped to increase the supply surplus in the world tin market.

A recent report by the International Tin Research Institute sees a significant increase
in tin consumption over the next years. The study points to a number of new uses for tin
products, most of them a result of environmental pressures. Examples are the proposed
ban of lead weights for vehicle wheels in the European Union by 2001 and new
opportunities for tin as a non-toxic replacement for lead in ammunition. The projection
by the Tin Institute of a major rise in tin consumption seems very optimistic, as the
assumed substitution of lead will not necessarily favour only tin, but other metals as
well. Beyond that, the demand rise will probably not occur in the short term. Tin
demand is expected to rise only slowly this year and next year. Regarding output it is
assumed that China will not maintain the exceptional high production level of last year.
Tin prices are expected to rise moderately until 2001.

The surge of nickel prices which started in late 1998 continued throughout 1999. It even
accelerated in the beginning of 2000. Prices have more than doubled as compared to a
year ago. Yet, market fundamentals remain supportive to a high nickel price in the short
term. Indeed, warehouse stocks on the LME have continuously fallen throughout last
year and are today on a very low level. Demand is strong given the vigorous recovery
of stainless steel production which accounts for roughly 65% of total nickel
consumption. Temporary supply side factors also underpinned the recent appreciation
of nickel prices (strikes at Inco, the leading supplier of nickel, uncertainties concerning
the progress of the Voisey Bay project). Furthermore, exports of stainless steel scrap
from Russia (a substitute for primary nickel) continue to be taxed at a rate of 15%. In
total, the balance for nickel in the Western Hemisphere was negative in 1999 and this
is anticipated to remain the case in the short term.

After the strong rally of nickel price throughout 1999, the potential for prices to increase
even further seems to be limited. Even if the strong growth of stainless steel production
is thought to continue in 2000, overall nickel demand growth should return to a normal
level, particularly given the expected slowdown of the US economy. The future
evolution of nickel supply is very much influenced by new Australian production units
coming on stream. These new capacities are making use of the acid leach process which
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allow production costs to be reduced significantly. The equilibrium prices are thus
thought to fall from mid-2000 onwards from record high levels.

The supply-demand balance for zinc in the Western world was in deficit of roughly 100
000 ton in 1999. The outcome thus was very close to the one of 1998. World production
and consumption increased by 3.8% last year. In the Western Hemisphere production
grew by 4.6% and consumption by 4.1%. Imports from China and the CIS were up 140
000 tonnes. Warehouse stocks associated to the LME and producers inventories were
on a falling trend throughout 1999. However, a slight increase has been observed since
the beginning of the year. Cash prices for zinc have fluctuated around 1 150 US dollars
per tonne since last September. In March, the increase in price was roughly 20% as
compared to the lowest point reached in January 1999.

Demand prospects for zinc remain positive in the short and medium term (3 to 4%
consumption growth per year). Indeed, galvanising capacity in the steel industry
continues to increase, not least because of increasing steel prices and enhanced
profitability of steel mills.

Production growth should also be vigorous if all planned capacity investment projects
are carried out. The ILZSG is forecasting zinc production to increase by 5% this year.
The supply - demand balance might be slightly positive in 2000 and 2001. In the light
of this our price forecast is one of relative stability.

Last year was a turbulent one for the steel market. The year began with steel prices at
very weak levels in the aftermath of the Asian and Russian crises. Later on there were
intense disputes over steel trade which led to the drying up of export markets. West
European export prices of steel (reinforcing rounds) bottomed out in the beginning of
1999, and have been making a cautious recovery since then. After remaining flat in the
third and fourth quarter of 1999 and the beginning of this year, steel prices rose 4.5%
in month-on-month terms in March. Given that prices of finished steel products, such
as hot- and cold-rolled flat and long products, typically lead reinforcing rounds prices,
it is not surprising that European finished steel prices began to rebound already in the
middle of last year. However, prices are recovering from very low levels, and
reinforcing rounds prices are still below their recent 1997 peak by about 22%.
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Figure 5 Metal and mineral prices, HWWA index, 1990 = 100

The rebound in steel prices witnessed last autumn is primarily due to supply reductions,
although recovering demand in Asia is also helping to bolster prices. According to IISI
statistics, world steel production stagnated last year. Production rises in Asia and the
CIS countries offset declines in all other regions. Specifically, CIS production expanded
by nearly 18% to 71 million tons, whereas Asian production rose by 3.5% to almost 300
million tons. Since last autumn, however, production has also increased in other parts
of the world. Robust steel production growth is currently being observed in Europe,
where year-on-year production growth in  January of this year stood at 10% on the back
of the region’s strong industrial production recovery. US steel production rose 15% in
the same month in the wake of continued robust economic growth.

With respect to future European production developments, there are two conflicting
trends. On the one hand, the pace of consolidation has been rapid in the steel industry,
as witnessed, for example, by British Steel’s merger last year with Hoogovens to form
the world’s third largest steel producer. Such developments typically lead to supply
reductions. On the other hand, there have been recent announcements by Usinor and
Avesta Sheffield of planned capacity expansions. Overall, however, we should expect
production levels to increase as global consumption recovers, although growth in
demand may outpace supply.

Turning to demand, all forecasts point to broad-based consumption growth, with OECD
consumption expanding by just over 3% this year and an even sharper percentage gain
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is expected in other regions. With respect to Europe, demand conditions are currently
so favourable that, according to some reports, steel producers have not been able to fill
their orders. At the same time, inexpensive imports from third countries, for example
Asia, are not flooding European markets given that demand in those regions is buoyant
and the euro has weakened.

All in all, we expect steel prices to continue to be firm this year, without a significant
diversion of steel from Asia and other third countries filtering into European markets.
However, we do not expect that growth rates of current magnitudes will be sustained in
Asia. We also foresee that the US economy will slow down to a more sustainable pace
of growth later this year. Therefore, although prices will trend upwards in the coming
months, in the fourth quarter we expect a reversal. On average, prices will stand about
7% higher than last year. Next year, prices will rise by 8%, reflecting a higher demand.

The price of ferrous scrap reacted very strongly to the Asian crisis. The price declined
by 17% in 1998 and by a third last year. However, last October prices started to recover.
In the fourth quarter, the price of scrap (heavy melting no 1) rose by around18% from
the previous quarter. In the first quarter this year the price fluctuated. But on average the
price rose by 15%. The turn-around in the price development resulted from a better-
than-expected recovery in the economic climate, especially in Asia. Also European
demand rose and the US markets stayed strong. The recent price fluctuations resulted
from increased domestic supply due to higher prices and due to the strengthening of the
dollar, which supported imports in the US. The general strengthening of the global
economy results also in a stronger demand for ferrous scrap due to increased
consumption of steel. In the forecast period demand for scrap is expected to rise more
than demand for iron ore. The technical change in the steel processes towards scrap-
using electric arch furnaces (EAF's) supports the demand for scrap. New capacity is
mostly based on this light technique. In the US already next year the share of EAF's of
total production is expected to exceed 50%.The current instability of the price is
expected to end soon. The price of scrap is forecast to rise by over a quarter this year
and by about 10% in 2001.

Annual benchmark contract price for iron ore fines to Europe rose by 4% after a 8%
drop last year. The result was unexpectedly good from the supplier's point of view. Most
buyers were demanding a further price decline. However the strong recovery in the steel
markets in the end of last year turned the sentiment. According to unconfirmed
information, most of the mines were running near to full capacity at the end of last year.
Quite surprisingly, the first agreement was made between Mauritanian and French
companies. Other customers were resisting the decision to rise the price. But somewhat
later Brazilian producers made an agreement along similar lines with a French customer.
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The prices agreements of other, better qualities like lump and pellets were made later.
The premium for better qualities rose over the fines.

In general the market situation of ore is tightening. Steel production is increasing
quite strongly both in the United States and Europe. The negative Asian effect is fading
out as the former crisis countries are recovering strongly. The contract price of ore for
the next calendar year will increase further by an estimated 5%. Rising demand will
support the increase. Both the mining capacity and the seaborne trade volume will
increase while the main effect on supply will come later.

II.5 Agricultural raw materials

Last year’s softwood market was characterized by a stable wood supply. The housing
market was boosted by good health of  European and American economies and low
interest rates.  It allowed the softwood price to forget its 15% fall in 1998 and, instead,
to rise by 2%, even when it appeared that Asian demand remained lower than expected.
For this and next year the scenario will remain approximately the same, although the
roles of some actors will slightly change. The demand outlook for the American housing
sector seems to remain strong both in 2000 and 2001 although interest rates are
increasing. Moreover, South-East Asia is back on the market. On the other hand, the big
damages caused by storms in European forests last winter, brings a significant extra
supply to the softwood market. This excess is not yet reflected in the commodity price.
We expect that this will happen in the remainder of this year. Therefore prices will fall
back somewhat. When the market has absorbed the extra supply, prices will probably
rise until the second half of 2001.

Due to the Asian crisis, prices of non-coniferous woods have been under pressure in
1998. With the recovering of the Asian economies, prices are, step by step, recovering
also.  In 2000 and 2001, demand for wood by Asian countries will significantly increase.
However, Japan, which is the world’s largest importer of tropical timber, is shifting its
imports away towards softwood. Beyond this shift are fears of a short supply in the long
term because of  environmental measures to limit deforestation.

In the coming months production will be hampered by the rainy season. On the other
hand, in order to promote economic growth, Indonesia is stimulating its exports, among
other things by reducing export taxes on forest products. As demand and supply seem
to be reasonably balanced, we expect that non-coniferous wood prices will, for the time
being, more or less remain at the current level.
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Table 6 Agricultural raw materials, HWWA index in dollar terms 

Commodity 99/1 99/2 99/3 99/4 00/1 00/2 00/3 00/4 01/1 01/2 01/3 01/4 199920002001

indices 1990=100, resp. percentage changes on previous period
Agricultural
raw materials 78 77 79 80 83 84 84 85 86 87 88 89 79 84 87
% change 4 � 1 2 1 4 1 0 1 1 1 1 2 � 1 7 4
Cotton 82 79 70 71 79 83 85 86 89 92 92 92 76 83 91
% change � 9 � 4 � 11 1 12 5 2 2 3 3 0 0 � 20 10 9
Wool 53 58 56 54 56 59 60 61 61 61 61 62 55 59 61
% change � 1 9 � 3 � 4 4 6 1 1 0 1 1 1 � 12 7 4
Hides 76 73 80 87 74 76 78 82 82 82 82 82 79 78 82
% change 4 � 3 9 9 � 14 3 3 4 0 0 0 0 � 4 � 2 5
Softwood 67 63 66 67 65 63 61 61 61 61 62 64 66 62 62
% change 3 � 6 5 2 � 4 � 3 �3 0 0 0 2 3 2 � 5 0
Rubber 79 72 69 82 82 80 83 87 88 89 91 92 75 83 90
% change � 6 � 9 � 4 20 0 � 2 4 4 1 1 2 1 � 8 10 8
Woodpulp 57 61 65 72 77 82 86 89 91 93 93 93 64 84 93
% change � 1 8 7 10 7 6 4 3 3 2 0 0 � 1 31 11

Woodpulp prices showed a fabulous recovery in 1999. The PIX Pulp Benchmark Index
started the year at $ 460 per ton to finish it at a level higher than $ 600 per ton. Prices
also increased in the first quarter of 2000. This increase is due to the improvement of
the fundamentals of the market. On the demand side, the US demand remained strong
while demand from Asia rose sharply. For this year and next year American and
European demand will remain stable, but a further increase by Asian countries is
expected. With respect to supply, the closure of some production capacities will help
prices to rise even further. It is expected that in the course of the current year prices will
reach their 1995 level. In the course of 2001 they will be levelling off.

The price of rubber seems to have bottomed out in the third quarter of 1999. Prices had
been declining since 1996. The outbreak of the Asian crisis in 1997 caused global
consumption to stagnate and kept prices at low levels. As a reaction to the low prices
global rubber production fell in 1999 as some smallholders left their heveas untapped
(especially in Indonesia) and others fell back on palm oil production. On the other hand,
rubber consumption accelerated (+3%) due to the world economic recovery.
Consumption slightly overran production last year.
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Figure 6 Agricultural raw material prices, HWWA index, 
1990 = 100

For the current year the International Rubber Study Group predicts a still accelerating
consumption (+3.7%), whereas production will rise by a mere 1.6%, thus creating an
even sharper production deficit. Apart from the high growth figures in many regions in
the world, rubber consumption is also boosted by the high oil prices. The further
tightening of the market and the increased competitiveness of natural rubber against
synthetic rubber will induce a price climb this year. In the year 2001, the production
should get closer to the consumption, as higher prices will stimulate production.
Therefore, the price-increases will be levelling off.

After a long period of declining prices, it seems that cotton prices have passed their
lowest point in the last quarter of 1999. The fall in prices in 1998 and, specially, in 1999
were mainly caused by a stagnation in consumption and large stocks (the ratio
stocks/consumption is about 0.5). In the ongoing crop season (1999/00) cotton
production will increase in the main cotton producing areas except China. Significant
increases are expected in the USA and Pakistan. Production in the USA is recovering
from adverse weather conditions last year. Moreover US- farmers have benefited from
increased subsidies. Pakistan reckons on a bumper harvest. In contrast, China has run
down its production due to the liberalisation of its domestic market.  On a global scale
production will probably balance consumption as the latter is expected to accelerate due
to favourable income developments in many countries. Moreover, the very high prices
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of oil might help boost the consumption of cotton at the expense of synthetic fibres.
Next season (2000/01) the cotton market is expected to tighten further as overall
production is expected to go down due to sharp cuts coming mainly from China and
Pakistan while consumption is expected to grow. Together these developments will
result in a production deficit which will lead to higher prices. Since cotton stocks are
still at the high end of the spectrum, the price increases will be limited.

The price of wool plummeted dramatically between mid-1997 and the first quarter of
1998. The tumble was a consequence of a huge oversupply, partly due to the demand
crisis in the emerging economies. Since then the price curve is on the rise as the
economies of many emerging countries are recovering and production and stocks have
been reduced in response to the low prices.

The production of wool is foreseen to decrease further and will reach its lowest level
in two decades next year. On the other hand, consumption will improve both in 2000 and
2001. It will outstrip production. However, the surge of demand will be subdued as wool
will be substituted by artificial fibres. Therefore, despite the demand shortage, the price
of wool is expected to increase rather modestly in the forecasting period.

In the first quarter of the current year, tobacco prices continued the descent from their
early-1998 peak. Nevertheless prices are still considerably higher than at the low point
reached in early 1995. World production of tobacco, having been markedly reduced in
1998 after two years of large increases, rose in 1999 by some 2%. World tobacco
consumption, which did not change much in recent years, rose only 1% last year.
Consumption surpassed production for the second year and thus reduced total stock
levels further. For many years, the receding tobacco consumption in Europe and the US
had been balanced, above all, by very high demand increases in Asian countries. The
Asian crisis changed this temporarily, and tobacco consumption in Asia as well as
global consumption decreased in 1998. With the ongoing recovery in Asia world
tobacco demand is bound to continue the moderate growth that was resumed last year.
Production is expected to increase only hesitantly because of the low price level. We
expect that tobacco prices will reach their bottom later this year and will slowly start to
recover next year.
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Table 7 Food, tropical beverages and sugar, HWWA index

Commodity 99/1 99/2 99/3 99/4 00/1 00/2 00/3 00/4 01/1 01/2 01/3 01/4 1999 2000 2001

indices 1990=100, resp. percentage changes on previous period
Food and
tropical
beverages 102 95 89 92 89 91 95 94 95 97 99 100 95 92 98
% change � 6 � 6 � 6 3 � 3 3 3 0 1 2 2 1 � 19 � 3 6
Cereals 93 90 86 84 89 96 99 96 97 97 97 97 88 95 97
% change � 2 � 4 � 4 � 3 6 8 3 � 3 1 0 0 0 � 11 8 2
Beverages,
tobacco, sugar 105 97 90 95 88 88 91 91 92 94 96 97 97 89 95
% change � 6 � 8 � 7 6 � 8 0 4 � 1 2 2 2 1 � 20 � 8 6
Oilseeds 100 97 90 91 93 99 101 103 103 107 109 109 95 99 107
% change � 11 � 3 � 7 1 2 6 2 2 0 4 2 0 � 19 4 8
Barley 92 95 91 90 91 99 99 95 95 95 95 95 92 96 95
% change � 5 3 � 4 � 1 2 9 0 � 4 0 0 0 0 � 10 4 � 1
Maize 87 88 81 78 88 100 105 100 100 100 100 100 83 98 100
% change � 2 1 � 7 � 4 12 14 5 � 5 0 0 0 0 � 13 17 2
 Rice 99 83 86 78 79 76 73 73 73 76 80 80 86 75 77
% change � 5 � 16 3 � 9 2 � 4 � 4 0 0 4 4 0 � 15 � 13 2
Wheat 103 95 94 95 95 98 98 99 101 101 101 101 97 98 101
% change � 1 � 8 � 1 0 0 3 1 1 2 0 0 0 � 7 1 4
Coffee 130 122 106 120 109 106 112 109 112 115 117 120 120 109 116
% change � 5 � 6 � 13 13 � 9 � 2 5 � 3 3 3 2 � 2 � 21 � 9 7
Cocoa 110 90 85 75 71 71 78 84 87 91 91 91 90 76 90
% change � 12 � 18 � 5 � 11 � 5 0 9 8 4 4 0 0 � 32 � 15 18
Tea 105 115 101 106 99 99 98 97 98 98 99 99 107 99 99
% change 6 9 � 12 5 � 6 0 � 1 � 1 1 0 1 0 1 � 8 0
Tobacco 94 93 92 91 89 89 88 88 89 89 90 90 92 89 89
% change � 2 � 2 � 1 0 � 2 0 � 1 0 1 0 1 0 � 10 � 4 1
Sugar 55 41 50 52 43 48 52 52 52 52 56 56 50 49 54
% change � 13 � 27 24 2 � 17 13 8 0 0 0 8 0 � 31 � 1 11
Soybeans 84 80 78 79 85 90 92 93 93 97 99 99 80 90 97
% change � 11 � 5 � 3 2 7 6 2 2 0 4 2 0 � 21 12 8

II.6 Food, tropical beverages and sugar

The quotations on the international wheat markets bottomed out in the fourth quarter
of 1999. Since, prices recovered to a level of about $ 115 per ton. The recovery reflects
the expected production deficit for the ongoing crop year 1999/00. The
stock/consumption ratio will drop to about 22%, a rather low level in a long term
comparison. In the regional perspective, the observed drop in global production was
basically caused by a decline in the US (-10%), the EU (-6%) and Turkey (-11%). The
drop in the US was basically caused by a decline in area whereas yields remained on



 

80

record levels; the drop in the EU had its origin mainly in lower yields. The reduction in
these countries will only be partly compensated by an increase in Argentina and Canada,
and in particular in Russia, where the production reached 30 mill. tons after a historical
low of 27 mill. tons in the year before. The global consumption is expected to stagnate
at about 590 mill. tons. Slight decreases in the US and Eastern Europe are compensated
by higher human consumption in India and increased feed use in the EU.

Prospects for 2000/01 based on plantings for winter wheat point to a slight increase
in global wheat production, which derives in particular from increased area in the EU
� substituting oilseeds because of reduced direct payments for oilseeds �, whereas a
decline in output is expected a.o. in the United States, China, Argentina, and Australia.
Since consumption will further increase, in particular in low income countries, on the
global scale markets will be about balanced. Therefore, price movements will be only
moderate. The quotations will reach a seasonal peak at the end of the crop year and
move around $ 115 per ton.

The quotations on the international coarse grain markets remained stable on a rather
low level during winter 1999/00. They began to increase in March. In the crop-year
1999/00 global production and consumption are expected to balance. Compared to the
year before, the production will drop 14 million ton whereas the utilization is expected
to increase slightly. The stock/consumption ratio will marginally decline to the rather
low level of just above 17%. The drop in global production results from a decrease in
the US and China. The increased consumption is also observed in the US and China,
whereas consumption will fall slightly in the EU, because of strong price competition
with wheat in the feed markets.

The prospects for the crop year 2000/01 point to a moderate increase in production
in the southern hemisphere. However, utilization might expand even stronger. This is
due to the global income growth with a still high income elasticity for grain based
products (e.g., meat and eggs), in particular in South East Asia, record numbers of cattle
on feed in the US, and an expected newly accelerating substitution of grain substitutes
by coarse grains in the EU because of decreasing administrative and, assumingly,
market prices for coarse grains. Therefore, the actually observed price increase on the
world markets is expected to continue until the third quarter of 2000. Later on quotations
will move around 100 dollar per ton.

Due to a record output, international rice quotations dropped through 1999. Since
supplies will remain ample in spite of record consumption figures trough the crop year,
prices are expected to decline further and to recover only in 2001. The price increase in
the first quarter for the chosen quotation is a peculiarity resulting from a strong
revaluation of the Thai Baht against the dollar.
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The Northern Hemisphere soybean crop was smaller than expected half a year ago.
Nevertheless prices of soybeans are at a lower level now than was forecast at our last
meeting. A record rapeseed crop in Europe had a negative impact on the demand for
beans in Europe. And a larger than expected palm-oil crop had a depressing effect on
demand for soybean oil.

At the moment the South American crop is being harvested. In December and
January there were rumours that droughts which was followed by excessive rainfall, had
seriously damaged the soybean crops of Argentina and Brazil. As a consequence prices
started to rise somewhat. However, in February it appeared that the weather damage was
exaggerated. It was predicted that this year’s South-American crop will hardly be
smaller than last year. As a consequence the modest price rally came to an end in
February.

Despite the higher than expected soybean crop from South-American countries which
is entering the market by now, one can observe an upward pressure on prices. Due to the
favourable global economic situation, demand for soybeans is strong, especially from
Asian countries. It seems that this year’s soybean crop can easily be absorbed by the
market. After two years of fast rising stocks, soybean stocks are even expected to
decrease both this year and next crop-year.

In our forecasts it is assumed that the slightly improving situation for soybean
producers is expected to continue during the forecast period. Under normal weather
conditions, production will increase somewhat. However, at current low prices demand
will probably outpace supply. Demand for meat and, as a consequence, soybean meal
is increasing rapidly in many parts of the world. Moreover, as growth in global palm oil
output will probably slow down next year, demand for soybean oil will increase more
than average also.  So the shifts in supply and demand point to higher prices. On the
other hand, since soybean stocks are still relatively large, the room for price increases
seems not very large.

Although demand for soybean meal was not particularly strong in the last six months,
prices  have significantly improved. To understand this seemingly odd situation, one
must simultaneously look at the market for soybean oil and soybean meal. Soybean meal
and soybean oil are joint outputs of soybean crushing. This means that production of
meal is partly the result of demand for oil and vice versa. If, for example, demand for
oil is strong, oil prices will be high. Consequently a lot of beans will be crushed which,
as a by-product, will also result in a large meal production. In the preceding months, the
opposite was the case. Due to the sharp increase in palm oil output, demand for soybean
oil was rather weak so that not much meal entered the market. Despite the significant
price increases, seen in an historical perspective soybean meal is still cheap.

Looking at the coming months, three factors are of special importance. First, an
accelerating income growth in many parts of the world will boost livestock output and,
consequently, meal usage. Second, overall production of vegetable meals will increase.
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Figure 7 Food and tropical beverages prices, HWWA index,
1990  = 100

And third, since soybean oil prices are expected to rise (see hereafter), crushing will
increasingly be driven by oil demand. This will prevent steep price increases of meal.
Taken together these factors point to a gradual increase in meal prices, assuming, of
course, that next soybean crops will not be seriously affected by bad weather conditions.

In the fourth quarter of last year, soybean oil prices averaged $ 387 per ton, down 5%
from the third quarter and 37% lower than the oil price in the same quarter a year earlier.
In January and February of this year soybean oil prices dropped another 7% to $ 359 per
ton. The fall in prices was mainly caused by the supply of competing vegetable oils,
especially palm and rape oil. Both production of  palm oil and rape oil will reach all
time records in 1999/00.

One has to go back to the nineteen eighties for a period in which soybean oil and
most other vegetable oils were so cheap as they were earlier this year. However, it seems
that soybean oil prices have bottomed out by now. First, demand is growing fast. The
economic upturn in many Asian countries will result in income growth and,
consequently, in increased consumption of vegetable oils. Seen over a longer period,
average per capita vegetable oil consumption increases by a bit more than 1% per year.
Global population growth adds another 1.5%. Second, due to less favourable weather
in Malaysia and Indonesia, a serious slow down in oil palm output is expected next year.
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The recent decreases in palm oil stocks in Malaysia can be interpreted as an anticipation
of this slow down.

Although the fundamentals on the vegetable oil market are changing somewhat, the
effect on prices of soybean oil will be probably limited. Global stocks of soybeans and
competing oilseeds are still relatively large and the expansion in planting and yield will
continue in many countries. Therefore the price recovery in the forecasts is rather
modest. Only if unfavourable yields cause a substantial supply shortfall more radical
price reactions can be expected.

During the past six months, coffee prices were highly  volatile. After sharp price
increases in November and December, prices started to fall in January. At the moment
the composite-indicator price (I.C.A.), which is a weighted average of Arabica and
Robusta prices, fluctuates slightly above the 70 $ cents per lb level. Seen from a
historical perspective, coffee is very cheap at the moment. The price volatility was
mainly caused by uncertainty on the size of next year’s Brazilian crop which will enter
the market from April onwards. Due to fears that droughts would have caused serious
damage, prices started to rise in November. Before these droughts arrived, early
forecasts had put the Brazilian crop at a record 45m bags. At the end of last year coffee
experts were talking about a crop of only 24m bags. In January the general consensus
was that the damage was not as large as that. Moreover, estimates of coffee production
in some other countries were revised upwards too. Combined, these factors explain the
general drop in prices in the first quarter of this year.

Looking at the remainder of the current year and at 2001, the market will be
dominated by the following: First, coffee stocks are significantly larger now than they
were a year ago. And second, estimates on production and consumption of next coffee-
year point to a global production surplus. Both factors will prevent that the downward
pressure on coffee prices will, for the time being, disappear. In an attempt to
counterbalance this pressure somewhat, Brazil and Columbia have recently taken an
initiative to promote a coffee retention scheme. However, most players on the coffee
market are sceptical about the chances of success of such a scheme. They doubt whether
all producers would agree to retention, especially if non I.C.A. members as Vietnam and
Mexico fail to support the measure. But even if a broad agreement is reached, retention
is seen as at best a short term method of improving prices.

So, all things considered, there seems not much room for a serious price
improvement. For the latter, a significant decrease in production is necessary. In the
short term this will only happen in case of bad weather conditions. In the forecasts stead
we have proceeded from average weather conditions.

Contrary to what was expected at our September meeting last year, cocoa prices have
continued to fall. In February prices reached a 28 year low of 39 $ cents per lb. Since
then prices have been fluctuating around the 40 $ cents per lb. The further fall in prices
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was triggered by estimates of the 1999/00 crop which pointed to an all time record of
nearly 3 mill. metric tonnes. With the exception of Brazil, all major producing countries
are expected to increase their output. As a consequence stocks of beans are growing
again. The stock to grinding ratio have already surpassed the 50%.

For cocoa farmers these are trying times. In Ivory Coast, which is by far the largest
cocoa-bean producing country of the world, farmers held a nine day protest in December
that paralysed marketing and fuelled a temporary jump in world prices. They
complained that the combination of liberalisation and the low world price has a
devastating effect on their economic situation. The government reacted with a promise
to assist in a private risk management mechanism. Due to financing problems not much
has happened since then.

Farmers in the Ivory Coast are not alone in their frustrations with the current price
level. If prices remain so low for a longer period, many cocoa farmers will probably start
thinking of abandoning their cocoa trees altogether. Since demand for cocoa products
is increasing, a.o. due to a recovering of consumption in Russia, prices will rapidly
increase then. Because of the unsustainable character of the current low price level,
cocoa prices can be expected to rise somewhat in the next few months. On the other
hand, both the cocoa stocks and the production capacity are large. Therefore the room
for price increases is limited.

Severe weather conditions in a number of tea growing countries had a negative effect
on the size of the1999 global tea crop which declined by nearly 5% in 1999. Despite
this, average tea prices in 1999 declined by 10% as the production fall was more than
compensated by a fall in export demand.

At the start of the current year the tea market seemed rather balanced. However, early
February the quietness was disturbed by rumours that droughts and frosts had seriously
damaged the Kenyan tea crop. As a reaction tea prices in Mombasa increased. The price
rally rapidly came to an end early March, when unseasonal rains in Kenya’s main tea
growing areas raised hopes of a quick recovery of the crop. In India the situation on the
tea market is quite different. Due to a strong recovery of tea production in Assam, tea
quotations in Calcutta dropped to rather low levels.

At the moment average auction prices are however still above the level they reached
in January. As there is still uncertainty about the damage to the Kenyan crop, we do not
expect that prices will decrease much more in the coming months, also since export
demand is increasing. On the other hand as the outlook for the size of the tea crop in
India and a number of other tea producing countries is rather promising, a serious price
increase seems even more unlikely. In our projections we have assumed that supply and
demand factors will result in slightly decreasing prices.

The international sugar quotations dropped to extremely low levels during the winter
1999/00. This reflects another production surplus on the global level in the crop-year
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1999/00. The stock/consumption ratio will reach 46.5%, which marks a new historical
record. Although production costs at these prices are not covered in many countries,
until now major production cuts were not observed, because world market signals do
reach consumers and producers in major production/consumption regions (in particular
the EU and the US) only to a very limited extent. However, this will change, at least in
the EU, since commitments to curb export subsidies and subsidized exports, signed in
the Uruguay Round, are becoming binding. This will force the EU to reduce the
guarantee price and/or to cut production quotas. Already now, before the EU has
decided, producers are reacting with reductions in area planted to sugar beets.

Another specific event was the devaluation of the Brazil real by about 60%. This
turned world market signals for Brazilian producers temporary in the opposite direction.
However, after the adaption of all prices (costs) in the economy, the profitability of
sugar production is under pressure in Brazil also. This will lead to a reduction in the
production of sugar cane, although this cut might be smaller than the decline in sugar
exports, since 60% of sugar is used for fuel alcohol production in Brazil. The latter
gained profitability because of high oil prices.

The extremely low world market prices will force even low cost producers in South
East Asia to reduce production. Therefore, the expected cut in production in many
countries together with an assumed continuous increase in global consumption because
of high income growth, will lead to a production deficit in 2000/01. This will induce a
recovery of world market prices. However, because of very high stocks, this recovery
will remain limited. World market prices are expected to reach 7 $ cts/lb at the end of
2001.

II.7 Shipping rates

In 1999 the German overall sea freight rates of liner trade showed a continual increase.
However, because of the sharp decrease during 1998 the average liner freight rates in
1999 were  about 6% below last year’s level. In the first quarter of 2000 a continuous
rise of liner freight rates could be observed. The main reasons for this development can
be found in the higher oil price and the improved $/DM or $/euro exchange rate. In the
remainder of this year better world market growth prospects and a high level of the oil
price will contribute to a slight further increase of the liner freight rates. On average, the
rates this year will be about 23% higher than in 1999. For 2001 a weaker oil price and
an unchanged $/DM exchange rate are expected. Consequently the liner freight rates
should stop their upward trend; instead  a slight decrease in rates is forecast.

Tanker freight rates are given in worldscale=100 in DM equivalents. The worldscale
index is revised at the beginning of every year, e.g. on the basis of changing costs for
oil bunker and harbour duties. Therefore comparisons of different years are of limited
value. After the strong decrease of tanker rates in mid-1999, the rates showed a sharp
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rise in the fourth quarter. When oil prices started their rally  demand for transportation
was weak as the market expected that oil prices would soon fall. But after the market
participants were convinced that the oil price would remain tight for a longer time,
demand for transportation capacities increased, which resulted in higher rates. In the
first quarter of 2000 the rates continued their upward trend. One reason for this pattern
is the need to raise the low crude oil inventories. But also the accelerating economic
growth requires additional crude oil and corresponding transportation capacities. Hence
it is assumed that the rates will further increase in 2000. They are expected to remain
at this level in 2001.

There was a continuous upward trend of tramp freight rates in 1999. Until October, the
last date for which data are available, the tramp freight rates increased by about 10%
compared with the fourth quarter of 1998. Higher oil prices are on the root of this
development. Because of the decreasing rates during 1998, the average tramp freight
rates in 1999 have increased by only 3%.  For 2000 a further increase of the tramp rates
can be expected. Better growth prospects of the world economy demands more trade of
bulk commodities, and the high oil price leads to a rise of shipping costs. In 2001
continuous economic growth and the weaker oil price will also be decisive factors.
Tramp freight rates are expected to remain at the previous year’s level, on average.
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Table A2 Actual and forecasted prices of individual commodities, ( in dollar
terms index 1990 = 100 and  percent change )

COMMODITY Country 99/1 99/2 99/3 99/4 00/1 00/2 00/3 00/4 01/1 01/2 01/3 01/4 98 99 00    01

BARLEY      CAN 92 95 91 90 91 99 99 95 95 95 95 95 102 92 96 95
� 5 3 � 4 � 1 2 9 0 � 4 0 0 0 0 � 13 � 10 4 � 1

MAIZE       USA 87 88 81 78 88 100 105 100 100 100 100 100 96 83 98 100
� 2 1 � 7 � 4 12 14 5 � 5 0 0 0 0 � 13 � 13 17 2

RICE        THAI 99 83 86 78 79 76 73 73 73 76 80 80 102 86 75 77
� 5 � 16 3 � 9 2 � 4 � 4 0 0 4 4 0 � 4 � 15 � 13 2

WHEAT       CAN 103 95 94 95 95 98 98 99 101 101 101 101 104 97 98 101
� 1 � 8 � 1 0 0 3 1 1 2 0 0 0 � 10 � 7 1 4

COFFEE      USA 130 122 106 120 109 106 112 109 112 115 117 120 152 120 109 116
� 5 � 6 � 13 13 � 9 � 2 5 � 3 3 3 2 2 � 18 � 21 � 9 7

COCOA       USA 110 90 85 75 71 71 78 84 87 91 91 91 132 90 76 90
� 12 � 18 � 5 � 11 � 5 0 9 8 4 4 0 0 4 � 32 � 15 18

TEA         GB 105 115 101 106 99 99 98 97 98 98 99 99 106 107 99 99
6 9 � 12 5 � 6 0 � 1 � 1 1 0 1 0 � 1 1 � 8 0

TOBACCO     USA 94 93 92 91 89 89 88 88 89 89 90 90 103 92 89 89
� 2 � 2 � 1 0 � 2 0 � 1 0 1 0 1 0 3 � 10 � 4 1

SUGAR       USA 55 41 50 52 43 48 52 52 52 52 56 56 71 50 49 54
� 13 � 27 24 2 � 17 13 8 0 0 0 8 0 � 22 � 31 � 1 11

SOYBEANS    USA 84 80 78 79 85 90 92 93 93 97 99 99 102 80 90 97
� 11 � 5 � 3 2 7 6 2 2 0 4 2 0 � 20 � 21 12 8

COTTON      USA 82 79 70 71 79 83 85 86 89 92 92 92 94 76 83 91
� 9 � 4 � 11 1 12 5 2 2 3 3 0 0 � 5 � 20 10 9

WOOL        AUSTR 53 58 56 54 56 59 60 61 61 61 61 62 63 55 59 61
� 1 9 � 3 � 4 4 6 1 1 0 1 1 1 � 32 � 12 7 4

HIDES       USA 76 73 80 87 74 76 78 82 82 82 82 82 82 79 78 82
4 � 3 9 9 � 14 3 3 4 0 0 0 0 � 13 � 4 � 2 5

SOFTWOOD    SWED 67 63 66 67 65 63 61 61 61 61 62 64 65 66 62 62
3 � 6 5 2 � 4 � 3 � 3 0 0 0 2 3 � 17 2 � 5 0

RUBBER      GB 79 72 69 82 82 80 83 87 88 89 91 92 82 75 83 90
� 6 � 9 � 4 20 0 � 2 4 4 1 1 2 1 � 26 � 8 10 8

WOODPULP    SCAN 57 61 65 72 77 82 86 89 91 93 93 93 64 64 84 93
� 1 8 7 10 7 6 4 3 3 2 0 0 � 5 � 1 31 11

ALUMIN      GB 73 80 88 91 100 99 101 103 104 105 106 108 83 83 101 106
� 7 9 11 4 9 � 1 2 2 1 1 1 2 � 15 0 22 5

LEAD        GB 63 64 62 60 56 57 58 60 62 63 64 67 65 62 58 64
2 2 � 3 � 3 � 6 1 2 4 2 2 2 4 � 15 � 5 � 7 10

COPPER      GB 53 55 63 65 67 68 69 71 73 74 76 77 62 59 69 75
� 9 4 15 3 3 1 2 2 3 2 2 2 � 27 � 5 17 9

NICKEL      GB 51 57 71 86 104 107 107 104 101 98 98 98 51 66 105 98
16 13 24 21 21 3 0 � 3 � 3 � 3 0 0 � 33 30 59 � 7

ZINC        GB 66 67 75 77 75 76 76 77 77 77 77 77 68 71 76 77
4 2 11 2 � 2 1 0 2 0 0 0 0 � 22 5 6 2

TIN         GB 85 88 85 91 92 89 90 92 92 94 94 96 89 87 90 94
� 3 3 � 3 8 0 � 3 1 2 1 2 0 2 � 2 � 3 4 4

IRONORE     CAN 91 86 87 88 91 91 91 91 96 96 96 96 96 88 91 96
� 5 � 6 2 0 4 0 0 0 5 0 0 0 3 � 8 4 5

STEELSCRAP  USA 69 70 61 72 83 86 89 89 94 94 99 99 103 68 87 96
0 2 � 13 18 15 4 4 0 5 0 5 0 � 17 � 34 27 11

COAL        AUSTR 71 67 66 65 64 64 66 68 68 70 70 73 77 67 65 70
1 � 6 � 1 � 1 � 2 0 3 3 0 4 0 4 � 16 � 13 � 3 8

CRUDEOIL(av) (ALL) 52 72 92 105 118 106 100 100 99 97 93 93 59 80 106 96
� 2 37 27 15 12 � 10 � 6 0 0 � 2 � 5 0 � 31 36 32 � 10
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Table A3 Commodity prices not included in the HWWA Index, Percentage change
over previous period

‘00/1 ‘00/2 ‘00/3 ‘00/4 ‘01/1 ‘01/2 ‘01/3 ‘01/4 2000 2001

Soyameal 8 6 1 1 1 2 1 1 24 6

Soybean Oil � 5 3 3 2 2 4 2 2 � 10 11

Tropical Hardwood 0 0 0 � 1 0 0 0 1 3 � 1

Coking Coal � 1 3 0 2 0 4 0 0 � 6 5

Steel Reinforcing
rounds

2 3 2 0 4 0 4 0 7 8

Shipping Rates

Tankers 14 4 0 2 2 � 4 � 4 2 25 0

Tramp 0 2 2 1 0 � 2 � 3 2 8 0

Liners 9 1 0 � 3 � 3 2 1 0 23 � 3
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Table A4 Weights of the commodities and commodity groups

       share in %

HWWA Index, total 100.00 Industrial raw materials 29.53

HWWA Index excluding energy 39.48 Agricultural raw materials 16.90

Food, tropical beverages 9.95

Cereals 2.07 Cotton 1.23

� Wheat 0.61 � Wool 1.11

� Maize 1.10 � Hides 0.76

� Barley 0.11 � Woodpulp 4.27

� Rice 0.26 � Wood 8.58

� Rubber 0.94

Oilseeds, oil 1.95

� Soybeans 1.62 Non-ferrous metals 8.95

� Coconut oil 0.13 � Aluminium 3.84

� Palmoil 0.10 � Copper 3.04

� Sunflower oil 0.10 � Lead 0.22

� Zinc 0.63

Beverages, sugar, tobacco 5.93 � Tin 0.27

� Coffee 2.48 � Nickel 0.95

� Cocoa 0.71

� Tea 0.36 Iron ore, scrap 3.69

� Tobacco 1.33 � Iron ore 3.00

� Sugar 1.05 � Steel scrap 0.69

Energy 60.52

� Coal 5.03

� Crude oil 54.48
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