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Preface 

This CPB document contains the half-yearly forecasts of the AIECE Working Group on 

Foreign Trade. The AIECE is the Association of European Conjuncture Institutes, having 42 

members and observing institutes, representing 20 countries and 4 international organisations 

(IMF, EU, OECD, 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 certain 

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 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 general assembly of the AIECE. Major 

points on the agenda are the general report on the European outlook, 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 commodity prices, and on world trade. In a 

special session reports are discussed on longer-term prospects and structural change. These 

reports are meant to give a general assessment of developments in the respective fields. 

 

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 sometimes 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.) may require a modification of the forecasts submitted by the 

European institutes for their own country. The trade report includes summarising tables with 

e.g. export market growth, calculated import prices and export prices of competitors, enabling 

the institutes to re-assess their own forecasts. The world trade matrices behind those 

calculations have recently been updated and enlarged to include more emerging markets and 

more aggregated regions on a geographical basis. The autumn forecast of the Working Group 

on Foreign Trade is presented here. Gerard van Welzenis (CPB) is the rapporteur. 

 

Henk Don 

Director, CPB Netherlands Bureau for Economic Policy Analysis 
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Summary 

The Trade Group observes that world trade in volume terms decelerated prematurely in the 

second half of 2002. Major causes seemed to have been the renewed decline of stock prices 

following bookkeeping scandals in the US and increasing political tensions in the Middle-East, 

pushing up oil prices. After the war in Iraq, world trade started to accelerate again and leading 

indicators suggest a further strengthening towards the end of this year. Next year, favourable 

monetary conditions and rising profits should bring higher growth worldwide. For 2004 we 

forecast world trade to grow by 7½%, against 4½% in the current year. 

 

On the world level, manufactures prices in local currency terms remained flat in 2003, as they 

have been for most of the past decade. The outlook for 2004 is not different. However, in US 

dollars, manufactures prices on the world market increased on average by 8½%, due to the fall 

of the US dollar. This fall also had a devastating effect on the international competitiveness of 

most AIECE member countries. Although it is assumed that nominal exchange rates will remain 

constant from the beginning of October, these forces still exert a depressing effect on the export 

outlook for this region. 

 

Oil prices spiked in the run up to the war in Iraq, fell sharply thereafter, but surged again as 

production in Iraq was slow to recover and OPEC closed ranks. The Working Group on 

Commodities Prices forecasts that increasing non-OPEC supply could lower the average Brent 

price from $28 per barrel in 2003 to $25 next year. We have adopted this forecast as well as 

their projection of a slowly rising trend for non-oil commodities prices. 
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1 Current trends and prospects for the world econom y 

The world economy is projected to rebound in the second half of 2003. Contributors to this 

turnaround: highly accommodating monetary policies, substantially reduced geopolitical 

tensions and smaller negative effects of unwinding the financial imbalances of the end of the 

nineties. Due to stronger European currencies and less buoyant government policies, the pickup 

in this part of the world will fall short of the United States. Inflation is projected to drop further 

in most countries, triggered by negative output gaps and (projected) lower oil prices. 

 

1.1 Is the lift-off near? 

With global economic growth weak in the first half of 2003, a convincing recovery from the 

2001 recession has yet to occur. (See box on double dips). The sub-par performance was partly 

due to the Iraq crisis, which triggered oil prices higher and reinforced the reluctance of 

consumers and business to spend. Moreover, a second huge drop in share prices and further 

unwinding of balance sheet imbalances built up in the late nineties continued to take their toll. 

Furthermore, animal spirits of many CEOs may have been depressed, partly due to the 

accounting scandals that tarnished the esteem of the general public. As a consequence, the 

appetite to take risks and to start new investment projects was probably low. 

 

A renewed revival seems to be taking shape in the second half of 2003, particularly in the US 

and in the SARS-stricken countries of Asia. The quick end to the Iraq war has improved 

consumer and business confidence, which is likely to stimulate consumption and investment. 

The negative impact of unwinding imbalances will fall. And, last but not least, the very easy 

monetary policy stance and low capital market rates will be an important positive shaping force. 

World economic growth is projected to accelerate to 4% in 2004, from 3% in 2002 and 2003. 

 

1.2 The US economy is already gaining momentum 

In the second quarter, real GDP increased by 3.2% at an annual rate in the United States—much 

better than the 1.4% of the first quarter. Available indicators point to a further acceleration in 

the third quarter, with tax rebates and net exports as the main driving forces. Supported by low 

interest rates, increasing profitability, further tax cuts and the dollar depreciation, economic 

growth is projected to rebound to 3½% in 2004. But a sizeable output gap is likely to persist in 

2004 and will dampen inflation, despite the upward impact of the recent dollar depreciation. 

Consumer price inflation is projected to fall to 1¾%. The current account deficit is projected to 
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stay close to 5% of GDP, as the dampening effect of the dollar depreciation will be offset by the 

impact of stronger demand growth in the US. 

During the downturn of 2001, growth in Canada held up better than in the US. But more 

recently it was hit by the fall of the US dollar. Major countries in Latin America, among which 

Venezuela, Argentina and Uruguay, remained in the doldrums for most of 2002 and 2003. But 

the situation seemed to have stabilised and the recovery in the US is likely to contribute to the 

turnaround. 

Double dips at the start of the last three decennia  

The cyclical movements in the industrial world at the start of the last three decennia show remarkable similarities (see 

chart). In all cases the upturn was prematurely aborted, but for very different reasons.  

The double dip in the beginning of the eighties was caused by a fundamental change of monetary policies. In the 

preceding decennium, inflation increased gradually and the recession of 1980 had not stopped this trend. Moreover, 

very buoyant fiscal policies in the US threatened to disturb the situation even further. In reaction, monetary policies were 

tightened vigorously, causing a renewed downturn in 1982.  

The double dip at the beginning of the nineties was caused by an uncoupling of the European and American cycle. In 

the post-war period the European cycle trailed the US by 1 to 2 quarters on average. But this pattern was broken at the 

time of the German unification. The slowdown of the US economy in 1990 was partly compensated for by continuously 

high growth in Europe, fuelled by strongly rising German government spending. In 1992/93 this impulse fell off and the 

European economy still turned down, arresting the American recovery as well. As a result, the industrial world as a 

whole experienced two rather shallow downturns in a row.  

The growth deceleration in 2001 was a world wide phenomenon and, therefore, as deep as in the early eighties. The 

following upturn was prematurely aborted in the second half of 2002 for various reasons. Bookkeeping scandals in the 

US led to a (second) sharp drop in stock prices. The threat of war in Iraq and rising oil prices also affected confidence 

negatively. Somewhat later, the outbreak of SARS caused a slowdown of growth in Asia. Most of the negative factors 

are rapidly losing steam, enabling the world economy to recover for the second time. Generous monetary conditions 

also support this changing trend. But as the second downturn was rather shallow we do not expect the second upturn to 

become very strong. 

Quarterly GDP growth of the G7 (3qma % changes, saa r)  
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1.3 A positive surprise from Japan and ongoing stre ngth in China 

Despite the ongoing banking crisis and deflation, Japanese GDP increased above expectations 

in the first half of 2003. The labour market has improved since the beginning of this year and 

nominal wages have risen for the first time in two years. Other positive elements are increased 

profitability of major non-financial enterprises, the fall in recorded bad loans and the bounce 

back of the Japanese stock market. However, persisting deflation, huge government deficits and 

a renewed rise of the yen, will probably push down growth below 2% again over the forecast 

horizon. 

The major driving force in Asia, and, for that matter, in the world at large is China. The 

extremely high growth trend fell back in the second quarter under the influence of SARS, but 

returned with unbeaten vigour thereafter. The ongoing, controlled restructuring of the economy 

seems to release boundless potential for further growth, supported by a strong influx of FDI. 

Imports and exports increase by some 30% this year, and China looks set to surpass the US and 

Germany as major exporter in the world within five years. (See also box on China trade). Other 

Asian countries were also hit by SARS, but weak demand for high-tech components during 

most of 2003 played a major role as well in the deceleration of the production growth. More 

recently, demand for ICT products is on the rise again and the outlook for these countries is 

brightening very quickly. 

 

1.4 Western Europe is lagging 

Real GDP of the euro area dropped in the second quarter, following zero growth in the first. 

Reasons behind the relatively poor performance of the euro area are the stronger euro, less 

fiscal stimulus than in the US and monetary easing that started later and was less aggressive. 

The more rigid economy may be another reason (just as it may explain the milder downturn). 

Leading indicators are less promising for the near future for Europe than for the US. Consumer 

confidence is up from the trough earlier this year, but still indicates a downtrodden attitude. 

Business confidence indicators for the manufacturing sector are mixed. Given diminished 

geopolitical tensions, the accommodating monetary policy stance and stronger demand abroad, 

a modest recovery is projected for the second half of 2003. However, the pace of growth will 

remain far below potential. The recovery will gradually gain strength in 2004, when real GDP 

growth is projected to accelerate to 1¾% in the euro area and to 2% in EU15. This will not be 

sufficient to lower unemployment.  

Led by higher oil prices, inflation in the euro area edged up in the first quarter of 2003, but 

came down to 2% thereafter. A period of price stability—defined by the ECB as inflation below 



 

 12 

2%—is likely to start, helped by unfavourable labour market trends, lower oil prices and the 

strength of the euro. 

 

1.5 But the transition economies perform well 

The recent slow-down in the OECD area hardly affected growth in the transition countries. 

Only the most developed countries in the region experienced a slight set-back, but Russia 

powered on, helped by increasing returns on oil exports. Growth in the region is generally led 

by private consumption and a strong export performance. The decline in living standards during 

the first half of the nineties, make rapid wage increases a political priority. But deteriorating 

internal and external balances may limit the scope for further growth in some of these countries. 

Moreover, exchange rates continued to appreciate in real terms, particularly in the new entrance 

countries of the EU, reflecting decreasing risk premiums. This may at some point affect exports 

negatively. 

 
Table 1.1 Main assumptions and world trade forecast , 2002 -2004 

 Spring 2003             Autumn 2003         

 2002 2003 2004  2002 2003 2004 

        
 annual percentage changes or levels                 

        
GDP volume        

United States 2.4 2.5 3.5  2.4 2.5 3.5 

Japan 0.3 1.0 1.3  0.2 2.7 1.8 

Western Europe 1.0 1.3 2.5  1.0 0.7 1.9 

        
Exchange rates        

dollar per euro 0.94 1.05 1.05  0.94 1.12 1.15 

yen per dollar 125.2 120 120  125.2 116.5 112.0 

        
World trade volume of goods

a
 3.2 6.0 8.2  3.8 4.6 7.4 

exports Western Europe 1.1 3.3 6.1  1.6 0.5 4.6 

exports C+E Europe 7.5 6.0 8.0  8.4 7.6 8.1 

        
World trade prices ($) 0.5 5.8 0.6  0.5 8.8 0.9 

      crude oil (level, $/b) 25.0 26.3 25.0  25.0 28.0 25.0 

      non-energy commodities 0.0 12.0 5.0  3.0 12.0 4.0 

      manufactured goods
b
 0.9 5.0 0.3  0.6 8.5 2.3 

        

        a
 Average of imports and exports.        

b
 Derived from world export price, oil price and price of non-energy commodities. 

 



 

 13 

1.6 Risks and uncertainties have diminished 

Although the quick end to the Iraq war has substantially diminished geopolitical risks and 

uncertainties, those risks have not yet disappeared. Excessive debts of firms and households, 

especially in the US, are other major risks to the forecast. Economic mechanisms could be 

different in quantitative terms in the current low inflation situation. Finally, the dollar remains 

an important source of uncertainty. A stronger rebound in the US could lead to a somewhat 

stronger dollar, with a positive impact on European competitiveness. Political tensions around 

the Stability and Growth Pact may also lead to a stronger dollar, and possibly to higher capital 

market rates. On the other hand, the unsustainable current account deficit of the US could easily 

lead to a further weakening of the dollar, with negative consequences on the global outlook, at 

least from a European perspective. 
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2 World merchandise trade volumes 

Merchandise trade decelerated from the middle of 2002 to March 2003. Thereafter it has been 

gaining strength, but very gradually. Leading indicators point to a further acceleration towards 

the end of this year, and the forecasted general upturn of the world economy will support world 

trade next year. We project a world trade growth of 7½% in 2004, following meagre growth of 

4½% in the current year. 

 

2.1 Growth momentum of world trade 

Figure 2.1 shows the growth momentum of world trade in volume terms over the period 1994-

2004. Momentum is measured as the relative change of the latest three months to the preceding 

three months at a seasonally adjusted annual rate. The premature abortion of the upswing at the 

middle of 2002 is clearly visible. The second dip coincides with the war in Iraq. Thereafter, 

momentum started to recover gradually, with some hesitation in the third quarter. However, 

leading indicators point to a strong further acceleration in the fourth quarter.  

The time-path set in the course of next year is consistent with our forecast of 7½% world trade 

growth in 2004. It implies a certain redress of the growth momentum following the projected 

acceleration in the fourth quarter of this year. The forecast may, therefore, be considered as 

cautious. 

 

Figure 2.1 World merchandise trade volume (3m/3m sa ar %) 
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2.2 World import elasticity’s 

This conclusion may also be drawn from an analysis of world import elasticity’s. Figure 2.2 

shows the development of world imports and world GDP, re-weighted with import shares. 

These calculations involve data for 105 countries, covering 98% of total world production and 

trade. We calculated the changes of the four years moving averages to avoid cyclical influences 

as much as possible. Until 1993 imports and GDP show a very similar growth pattern. This, 

however, this does not imply a constant import elasticity, as can be seen in figure 2.3. The 

elasticity still appears a function of the rate of growth; in spite of our efforts to reduce the 

influence of cyclical elements. This underlines the strong accelerator between trade and GDP-

growth. Merchandise trade refers to goods only and much of the cycle in GDP growth is 

concentrated in the goods producing sector, showing much larger amplitudes than overall GDP. 

 

Another thing we can learn from these charts, and from a regression of the elasticity on the rate 

of production growth, is that the import elasticity seems to be upward sloping over the past 30 

years. This partly stems from the changing product mix. In the seventies demand for energy 

products declined significantly, following the first oil crisis. At the same time the weight of 

energy in world trade shot up, because of the higher oil prices. Together, these two elements 

had a depressing effect on the import elasticity of trade in total goods. After reaching a new 

equilibrium on the oil market, the elasticity started to rise again, partly supported by an ever 

growing share of manufactures, which, as a product group, have the highest import elasticity.  
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Figure 2.2 World merchandise imports and trade weig hted GDP (4yma, % change) 
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Figure 2.3 World import elasticity (4yma) 
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On top of that, we can detect a structural break in the level of the elasticity from 1994 onwards. 

This sudden increase of approximately 0.5%-points is as yet unexplained. 

 

If we take the data of the last 10 years as a benchmark, we can estimate the current equilibrium 

import elasticity at approximately 2¼. This is the import elasticity for world production 

growing at its potential rate. The current potential rate of growth of the import weighted world 

GDP can be estimated at 3¼% (which is almost 1%-point down on the potential rate of growth 

of the PPP-weighted world GDP). The equilibrium growth rate of merchandise trade over the 

medium term can thus be calculated at approximately 7%. 

 

Last but not least, we could check our world trade forecast for 2004 with the outcome of our 

analyses on the import elasticity. Starting from the (import weighted) GDP growth rates used in 

this paper for the various countries and regions, we may conclude that world trade growth in 

2004 could be as high as 8½ to 9%. This again underlines the cautious character of our actual 

forecast of 7½%. 

 

2.3 Import elasticity’s relative to industrial prod uction 

Another way to attack import elasticity’s is to compare changes of merchandise import volumes 

with changes of industrial production, avoiding almost all of the accelerator effect. Figure 2.4 

shows the growth momentum of both variables at the world level. Industrial production data for 

84 countries, covering 95% of world production and trade, are again re-weighted with import 

shares. The chart shows a consistent relation between imports and industrial production. This 

relation is also used to forecast import growth in the very near future, using leading indicators 

for industrial production. The relation implies a constant import elasticity of 1.8. This is less 

than the equilibrium elasticity of GDP growth, which can be explained by the fact that (import 

weighted) industrial production growth is on average one fifth higher than (import weighted) 

world GDP growth.  

 

In figure 2.4 we did not extrapolate this relation into 2004. But based on the latest Consensus 

Forecasts for industrial production in all parts of the world, we could estimate world trade 

growth next year at 9 to 10%. Again, this may illustrate the cautious character of our world 

trade forecast for next year. 
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Figure 2.4 World trade weighted industrial producti on and merchandise trade volume (3m/3m saar %) 
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2.4 Trade volumes by region 

As in 2002, imports of Asia will grow fastest in this year. China is leading the pack with a wide 

margin: import growth this year is estimated at 28%. Import demand of the other emerging 

markets in the region slowed on average due to SARS and an externally driven general 

slowdown of their economies in the first half of this year. Next year, Asian imports are forecast 

to rise even stronger, in spite of an anticipated slow-down of Chinese imports. The second force 

driving up world trade growth in 2004 stems from the accelerating US import demand and the 

end of slump in Latin America. High oil prices may keep the import momentum of Africa and 

the Middle East at a satisfactorily level over the projection period.  

Import growth of the transition economies in Central and Eastern Europe is forecast to continue 

at a relatively rapid pace, whereas Western European imports could accelerate from 2¼% in this 

year to 5% in 2004.  

 

On the export side, Asia and particularly China are the big winners over the period 2002-2004. 

Chinese exports are projected to grow by 28% in 2003, levelling of to 18% next year. However, 

this could easily prove to be an underestimation. Japanese exporters are also doing well, partly 

in response to the improved competitiveness and partly driven by high demand in the region. 

This trend could continue over the projection period, but Japanese exports are hard to forecast at 

this moment. (See also next section on trade performance). US exporters are slow to react to the 

improvement of their international competitiveness. However, this was also the case in the  
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past: the estimated average lag of the US export performance to changes in competitiveness is 

approximately 2 years. Latin American exports are pushed up next year in response to growing 

demand from the US and the end of the internal slump in the region. 

Table 2.1 World trade volume by region, 2002-2004 

 Exports                    Imports                   

 2002 2003 2004  2002 2003 2004 

        
 annual percentage changes       

        
Western Europe 1.6 0.5 4.6  0.6 2.2 5.1 

Central + Eastern Europe 8.4 7.6 8.1  7.8 7.8 8.4 

        
United States − 3.6 2.5 8.5  4.0 5.0 9.0 

Japan 7.5 7.0 8.5  1.0 5.5 6.5 

        
Asia excl. Japan 12.1 11.6 11.9  10.1 9.3 10.0 

Africa + Middle East 2.0 5.0 6.0  6.0 7.0 6.5 

Latin America − 0.5 0.5 9.0  − 7.0 − 2.0 7.0 

        
World 4.2 4.5 7.6  3.4 4.6 7.2 

 

Countries in Central and Eastern Europe should profit from increasing external demand and the 

ongoing inflow of FDI. However, the member institutes from this region do not foresee a firm 

strengthening of the already favourable export trend. Export volumes of countries in the euro 

area are hard hit by the loss of competitiveness and will hardly grow in 2003. Export growth in 

2004 is projected at some 4½%, far below the growth rate of world trade.  

 

2.5 Export performance and price competitiveness 

Figure 2.5 depicts the quarterly export performance of the US, Japan and the euro area from 

1991 onwards, including our projection into 2004. Japanese export market shares dropped by 

almost 40% over the last decade. In the first half of the nineties this was partly caused by a 

decline in competitiveness. Competitiveness improved from 1995 onwards (see figure 2.5), but 

this only served to slowdown the loss of export market shares. The transfer of production 

activities abroad is the major reason behind this strong autonomous downward trend in the 

Japanese export performance. Only recently, Japanese exporters managed to claw back some of 

the lost markets. Whether this is a sign of renewed investment activities in Japan, as opposed to 

the past outward looking trend in FDI, remains an open question. This makes it very difficult to 

forecast Japanese exports (and production!) at the moment. The recent rise in the value of the 

yen may draw back entrepreneurs to old habits. 

US exports held up pretty well relative to external demand until the end of the nineties. But 

from 1998/99 to the beginning of this year, US exporters lost almost 20% of their export  
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Figure 2.5 Relative export prices  (1991Q1 = 100) 
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Figure 2.6 Export performance merchandise trade vol umes (1991Q1=100) 
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markets in reaction to the strong rise of the real effective exchange rate. During this year US 

exports outpaced the markets, but in our forecast this process already stops in 2004. This may 

be an underestimation of the US export potential in the near future, even under the assumption 

of constant exchange rates from now on.  
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Euro area exporters slightly trailed external demand up to 1998/1999, but gained market shares 

in the three years thereafter, as the rise of the US dollar led to an improvement of the euro area 

competitiveness. This is largely the mirror image of what happened to US exports. However, 

the rising trend of the euro since 2001/02 euro have already led to a 4% loss of export markets 

and this process will continue into 2004. Historical relations between export performance and 

lagged changes in competitiveness suggest that this downward trend might be more pronounced 

than envisaged in the export forecasts of the member institutes. Moreover, these data include 

intra-European trade transactions and we may safely assume that the performance in markets 

outside the euro area is even worse.  

Another interesting phenomenon is the export performance of Germany, relative to the 

European average. The German share in total EU-15 exports dropped dramatically in the 

beginning of the nineties (figure 2.6). This was partly due to a strong deterioration of German 

competitiveness within Europe, but was also related to the German unification. German 

exporters seized golden short-term opportunities in the new states and diverted their sales. 

Figure 2.7 Volume share of Germany in EU-15 exports  (%, prices 2000) 
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The situation stabilised in 1995. Wage restraint in Germany from 1993 onward contributed to a 

slowly rising trend of export market shares in the second half of the nineties. This positive 

development intensified from the start of 2000 and continues until now.  

On average, the advanced economies lost export market shares throughout the period under 

consideration. The emerging markets were the winners, particularly in Asia. The box on the  

next page elaborates on the explosive increase of Chinese production and exports over the past 

25 years. 



 

 23 

China and the world economy 

China is rapidly becoming one of the major players in the world economy. It has sustained an annual growth rate of 9.5 

per cent over the past two decades, which has been hailed as a miracle in world economic history1. The policy switch in 

1978 towards greater openness has been a driving force, as is illustrated by the development of China’s export share in 

world trade (see chart). From the early sixties to the mid-seventies, China lost almost three quarters of its export 

markets. It took more than 15 years to regain these shares. But particularly during the nineties China powered on, in 

spite of the sharply deteriorating competitiveness during the Asian crisis, as currencies of neighbouring countries 

collapsed. With current growth rates, China could overtake the United States and Germany as the leading exporter in 

the world within the next 5 years.  

The export surge was helped by an influx of overseas companies. Direct foreign investments rose from practically zero 

up to the beginning of the eighties via a meagre $3 billion in 1990 to over $53 billion in 2002, replacing the US as the 

major net receiver of FDI. At this moment, half of China’s exports are produced by (joint ventures with) foreign 

companies. China is already the fourth largest producer of manufactures in the world, after the US, Germany and 

Japan. The phenomenal growth of the Chinese manufacturing sector may pose a real threat for these countries, 

particularly for the latter two, as they depend heavily on their manufacturing base2. China, on the other hand, offers 

great new opportunities, since domestic demand is also growing explosively. Moreover, it is a very open economy, with 

an import share of over 30%, which is quite high for such a large economy.  

For the moment, there seems no end to China’s success story even as the world economy is going trough a difficult 

patch. However, further domestic policy changes are strongly advocated if the benefits of trade and investment 

liberalisation are to be fully realised in the future3. The integration of the domestic economy among sectors and regions 

has to be addressed, eliminating internal barriers to mobility in factor and product markets, creating a more level playing 

field among enterprises and other economic segments, and developing a greater scope for market forces in some 

areas. On top of that framework reforms are a critical priority, fostering new institutions and dealing with the distortions 

left by central planning. 

Export performance of China 1960-2003, 1960=100 
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1 This data is not undisputed. The inabilities of the National Bureau of Statistics to bypass local bureaux, in which governments tend to 

intervene administratively, seem a major source of the poor data. 

2 ‘China’s rise as a manufacturing base is going to have the same kind of impact on the world that the industrialisation of the US had, 

perhaps even bigger’, Wall Street Journal, October 10, 2002.  

3 OECD, 2002, China in the World Economy, The Domestic Policy Challenges. 
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3 Trade prices 

On the world level, manufactures prices in local currency terms remained flat in 2003, as they 

have been for most of the past decade. The outlook for 2004 is not different. However, in US 

dollars, manufactures prices on the world market increased on average by 8½%, due to the fall 

of the US dollar. This fall also had a devastating effect on the international competitiveness of 

most AIECE member countries. Oil prices remained high for most of the year; major supply 

disruptions and a firm stance by OPEC were to blame. Increasing output in Iraq and non-

OPEC members should contribute to some price mitigation in 2004. Other primary commodity 

prices kept up rather well this year and are projected to increase further in 2004. 

 

3.1 Trade prices in national currency terms 

Average export prices of manufactures in the euro area edged down slightly in 2003, forced by 

the rise of the euro against all competitors on the world market. Still, price competitiveness 

declined on average by some 4½%, following a deterioration of almost 2% in 2002. Even with a 

constant euro exchange rate of 1.15 dollar over the forecast horizon, euro area competitiveness 

may decline somewhat further next year. This calculations include intra-trade in the euro area; 

if this is left out, the deterioration is approximately twice as strong. The price competitiveness 

of the transition countries does not change much on average in the period under consideration. 

Table 3.1 Trade prices by region in national curren cies, 2002-2004 

 Exports                    Imports                  

 2002 2003 2004  2002 2003 2004 

        
 annual percentage changes          

        
Western Europe − 1.1 − 0.9 0.3  − 2.1 − 1.8 0.0 

Central + Eastern Europe − 0.1 6.7 0.3  − 0.8 5.7 0.7 

        
United States − 1.0 1.5 0.5  − 2.0 2.7 − 1.0 

Japan − 1.2 − 3.5 − 2.5  − 1.5 0.0 − 3.5 

 

US export prices of manufactures edged up in 2003, but the effective depreciation of the dollar 

lead to an improvement of price competitiveness by some 5%. Competitiveness may improve 

somewhat further in 2004, as it did last year. Japanese exporters lowered their prices by 3½% in 

2003. Export prices will fall particularly at the end of this year in reaction to the rise of the yen. 

The negative carry-over contributes to a further drop of the export price in 2004. Still, price 

competitiveness declined by 2% this year and is estimated to deteriorate again by 2½% in 2004. 
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The impact of exchange rate changes on domestic inf lation is mitigated by price discrimination 

International competitive positions have changed substantially since early 2002, reflecting the substantial currency 

movements. The US dollar has depreciated by almost a third vis-à-vis the euro; its depreciation against most other 

major currencies (Japanese yen, pound sterling and Canadian dollar) has been half of that on average. The dollar has 

been fairly stable vis-à-vis currencies of emerging Asian economies, including the Chinese Yuan, which is officially 

pegged to the dollar. The dollar has appreciated only against some Latin-American currencies, including the Mexican 

peso. The pass-through of these currency changes is not immediate, and may even be incomplete in the medium term. 

Exporters to the euro area have increased their prices more in response to the appreciation of the euro. As a 

consequence, their profit margins increased. The opposite holds for exporters to the US market. Especially European 

exporters were forced to reduce their export prices to prevent a strong loss of market shares. The impact of this pricing-

to-market approach, normally referred to as price discrimination, is substantial. It can be estimated by comparing the 

actual import price and the import prices calculated as the appropriately weighted average of export prices. Such 

comparisons indicate that price discrimination increased import prices of the euro area by 4½% and reduced import 

prices of the US by 8% in 2002 and the first half of 2003 as a whole (see figures). This substantially reduced the 

downward effect of the stronger euro on consumer price inflation in the euro area and the upward effect of the weaker 

dollar on US inflation. 

The impact of price discrimination on import prices  of the Euro area 
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Import prices in the euro area did not decline as much as could be expected from the rise of the 

effective exchange rate. Incomplete pass-trough limited the average price fall in 2003 to 1¾%, 

in spite of a decline in energy and primary commodity prices by some 5%, measured in euros. 

(See also box on this matter). Under the condition of no further changes in nominal exchange 

rates, import prices in the euro area are projected to stabilise on average next year 

 

Import prices of the US increase by less than 3% this year, in spite of the sharp fall of the dollar. 

Import prices of manufactures increase even less, as pricing-to-markets is particularly strong in 

the case of the US. (See also box on previous page). Partly for this reason, we project a further 

stabilisation of US manufacturing import prices in 2004. Declining oil prices contribute to the 

forecasted decline of the US import price of total goods by 1% next year. It is worthwhile to 

notice that the terms of trade of the US improve over the period 2002-2004, in spite of the 

effective depreciation of the dollar and a rise of raw materials prices on the world market, 

particularly of non-fuel commodities. This term of trade improvement of the US is only slightly 

inferior to that in the euro area over the same period.  

 

Japanese import prices were, on average, stable in this year, but are forecast to decline by 3½% 

in 2004. Declining oil prices and a stronger yen explain this price drop. However, as in the case 

of the euro area, import prices may have been considerably lower if not for the effects of price 

discrimination on international markets for manufactured products. 

 

3.2 Trade prices in US dollars 

The fall of the US dollar largely explains why manufacturing prices in world trade increase by 

8½% in 2003 and by another 2¼% next year.  

Table 3.2 Trade prices by region in US dollars, 200 2-2004 

 Exports                    Imports                   

 2002 2003 2004  2002 2003 2004 

        
 annual percentage changes        

        
Western Europe 3.9 16.8 2.8  2.9 15.4 2.4 

Central + Eastern Europe 3.1 12.1 2.0  2.6 12 2.6 

        
United States − 1.0 1.5 0.5  − 2.0 2.7 − 1.0 

Japan − 4.2 3.7 1.4  − 4.5 7.5 0.4 

        
Asia excl. Japan − 1.5 3.5 − 1.3  − 1.9 4.0 − 0.5 

Africa + Middle East 1.5 7.0 − 6.5  1.5 7.0 0.5 

Latin America 1.5 4.0 − 1.0  − 0.5 2.0 0.0 

        
World 0.8 8.9 0.7  0.3 8.7 1.0 
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It is estimated that, from the beginning of 2002 to the middle of this year, euro area export 

prices of manufactures increased by some 30% if measured in US dollars, whereas dollar export 

prices of US and Asian suppliers only edged up slightly. More or less the same percentages 

apply to the import prices of manufactures in US dollars for these regions. So, the law of one 

price certainly does not hold for internationally traded manufactures! The reason for these 

diverging price movements are pricing-to-market techniques, further explained in the box 

above. 

Figure 3.1 Import prices of manufactures in US $, 2 002-2003 
 (January 2002 = 100) 
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Figure 3.2 Euro exchange rates of the US dollar and  the yen, 1999-2004 
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4 External imbalances 

External imbalances seem to widen further in 2003 and 2004. The huge deficit on the US 

current account increases further, in spite of the effective depreciation of the dollar. Relatively 

strong demand growth in the US prevents a decline of the deficit in the short run. The external 

surpluses of Japan, the euro area and the emerging markets remain largely unchanged over this 

period.  

 

This situation threatens to push down the dollar even more in the near future. However, 

exchange rate movements alone cannot bring about a more balanced situation, certainly not if 

the euro has to bear the brunt of these adjustments. This burden has to be shared by many 

countries, including the emerging markets of Asia. On top of that, a (severe) tightening of the 

monetary policy stance in the US is required, and preferably some loosening elsewhere. These 

moves might be facilitated by the exchange rate adjustments, which will favour growth in the 

US in the short term. Exchange rate adjustments might depress the short-term growth outlook 

for other countries, but these contractionary effects do not have to be substantial, if the burden 

of the exchange rate adjustments is evenly shared and counterbalanced by a further loosening of 

the monetary policy stance in these countries. 
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5 Trade consistency check for the AIECE area in 200 4 

The projected fall of euro area export market shares might be slightly underestimated. However, 

total world trade could be somewhat stronger than forecast by the Working Group. That is at 

least the message of our analyses on import elasticity’s. The projected euro area export growth 

may, therefore, be a correct estimate. 

 

Export growth of the transition countries in Central and Eastern Europe could turn out higher. 

There are no overriding reasons to assume that the hitherto favourable export performance trend 

will bend down next year. 

 

Import prices projected by the AIECE member countries seem consistent with our overall 

picture of prices and exchange rates. Next year’s import prices of Denmark, Norway and 

Switzerland are possibly overestimated, whereas the import prices of Austria and Finland might 

be underestimations. 
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Annex 2   Import and export shares in world trade 2 002 

 

Import and export shares in world trade 2002 

 2002 2002 

 IMP EXP 

   
 %     

   
Austria 1.10 1.15 

Belgium/Luxembourg 2.83 3.19 

Denmark 0.76 0.88 

Finland 0.51 0.70 

France 4.57 4.85 

Germany 7.44 9.63 

Italy 3.62 3.87 

Netherlands 3.03 3.35 

Norway 0.53 0.95 

Spain 2.48 1.95 

Switzerland 1.26 1.37 

United Kingdom 5.41 4.37 

Euro area 27.40 30.65 

Western Europe 36.40 39.53 

   
Czech Republic 0.65 0.60 

Hungary 0.57 0.54 

Poland 0.83 0.64 

Slovenia 0.26 0.23 

Slovak Republic 0.17 0.16 

Other transition economies 3.26 3.36 

Central + Eastern Europe 5.74 5.53 

   
United States 18.17 10.86 

Canada 3.36 3.95 

Latin America 5.52 5.36 

   
Japan 5.11 6.52 

Anies 8.90 9.67 

China 4.46 5.09 

Other Asia 4.95 5.45 

Asia excl. Japan 18.31 20.21 

   
Africa + Middle East 5.39 5.73 

   
World 100.00 100.00 
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Annex 3   Detailed international trade tables 

 

Summary of World Trade 

 2002 2003 2004 

   
 annual percentage changes                                       

World trade    

    
Volume of total goods 3.8 4.6 7.4 

World trade price in US dollars    

Total goods 0.5 8.8 0.9 

idem national currency − 1.0 1.4 − 0.8 

of which    

manufactures 0.6 8.5 2.3 

idem national currency (export weighted) − 1.3 0.3 0.6 

Oil (fob) 1.8 12.5 − 11.0 

Nonfuel primary commodities(HWWA) 3.0 12.0 4.0 

    
Effective exchange rate dollar    

export weighted 1.8 7.4 1.6 

import weighted 1.8 7.2 1.5 
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Table 1     Merchandise trade volumes and export ma rket growth 

 

Table 1a     Export volumes 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 4.2 2.0 3.8 

Belgium/Luxembourg 2.0 0.8 4.0 

Denmark 4.6 2.5 4.0 

Finland 4.2 1.2 2.5 

France 1.6 − 2.0 4.0 

Germany 2.7 1.0 4.3 

Italy 0.0 − 2.0 4.2 

Netherlands − 0.5 1.0 4.0 

Norway 2.3 0.5 3.3 

Spain 1.2 4.0 7.0 

Switzerland 1.1 − 0.7 4.3 

United Kingdom − 1.5 − 0.5 5.0 

Euro area 1.9 0.5 4.5 

Western Europe 1.6 0.5 4.6 

    
Czech Republic 5.7 8.6 11.2 

Hungary 6.2 3.5 8.2 

Poland 8.3 10.0 10.5 

Slovenia 5.0 4.5 5.5 

Slovak Republic 9.6 12.9 6.5 

Other transition economies 9.5 7.2 7.0 

Central + Eastern Europe 8.4 7.6 8.1 

    
United States − 3.6 2.5 8.5 

Canada − 1.0 − 2.0 4.0 

Latin America − 0.5 0.5 9.0 

    
Japan 7.5 7.0 8.5 

Anies 11.0 10.5 12.0 

China 25.5 28.0 18.0 

Other Asia 8.2 6.0 9.0 

Asia excl. Japan 12.1 11.6 11.9 

    
Africa + Middle East 2.0 5.0 6.0 

    
World 4.2 4.5 7.6 
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Table 1b     Import volumes 

 2002 2003 2004 

    
 annual percentage changes     

    
Austria − 1.2 2.3 3.8 

Belgium/Luxembourg 1.6 1.0 4.3 

Denmark 3.9 0.0 4.0 

Finland 1.9 0.5 2.8 

France 1.4 0.0 5.2 

Germany − 1.5 4.0 4.0 

Italy 0.8 2.0 5.5 

Netherlands − 1.1 1.5 4.3 

Norway 10.3 3.0 3.7 

Spain 1.5 6.5 7.0 

Switzerland − 2.7 − 2.7 5.0 

United Kingdom 3.0 0.5 7.0 

Euro area 0.2 2.4 4.8 

Western Europe 0.6 2.2 5.1 

    
Czech Republic 3.7 7.1 7.8 

Hungary 4.6 8.2 7.1 

Poland 7.3 5.2 7.0 

Slovak Republic 8.8 6.2 9.7 

Slovenia 2.1 4.4 7.1 

Other transition economies 10.0 9.3 9.3 

Central + Eastern Europe 7.8 7.8 8.4 

    
United States 4.0 5.0 9.0 

Canada 1.5 3.0 6.0 

Latin America − 7.0 − 2.0 7.0 

    
Japan 1.0 5.5 6.5 

Anies 9.0 5.0 8.5 

China 20.3 28.0 16.5 

Other Asia 7.0 5.0 7.8 

Asia excl. Japan 10.1 9.3 10.0 

    
Africa + Middle East 6.0 7.0 6.5 

    
World 3.4 4.6 7.2 
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Table 1     Merchandise trade volumes and export ma rket growth (continued) 

 

Table 1c     Export market growth 
a 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 1.5 4.1 5.8 

Belgium/Luxembourg 1.5 2.9 5.7 

Denmark 2.0 3.7 5.8 

Finland 3.3 4.6 6.8 

France 2.0 3.7 6.2 

Germany 2.6 3.5 6.5 

Italy 2.3 3.8 6.4 

Netherlands 1.5 3.0 5.5 

Norway 1.6 2.6 6.0 

Spain 1.1 2.3 5.9 

Switzerland 2.1 3.8 6.2 

United Kingdom 2.6 3.7 6.2 

Euro area 2.1 3.4 6.2 

Western Europe 2.2 3.4 6.2 

    
Czech Republic 3.4 5.1 6.5 

Hungary 2.2 4.4 6.0 

Poland 2.1 4.3 5.8 

Slovak Republic 2.9 5.6 6.6 

Slovenia 2.1 4.3 5.9 

Other transition economies 4.9 6.4 7.7 

Central + Eastern Europe 4.0 5.7 7.1 

    
United States 1.7 3.5 6.9 

Canada 3.9 5.1 8.8 

Latin America 1.6 3.7 8.0 

    
Japan 5.8 6.4 8.7 

Anies 5.0 5.2 7.9 

China 4.5 4.7 7.5 

Other Asia 6.0 7.4 8.8 

Asia excl. Japan 5.4 6.1 8.2 

    
Africa + Middle East 3.3 4.8 7.0 

    
World 3.4 4.6 7.2 
 
a
 Export market growth is the weighted average of growth of import volumes in the geographical markets of each exporting country. 
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Table 1d     Export performance
a
 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 2.6 − 2.0 − 1.9 

Belgium/Luxembourg 0.5 − 2.1 − 1.6 

Denmark 2.5 − 1.2 − 1.7 

Finland 0.8 − 3.3 − 4.0 

France − 0.4 − 5.5 − 2.0 

Germany 0.1 − 2.4 − 2.1 

Italy − 2.2 − 5.6 − 2.1 

Netherlands − 1.9 − 1.9 − 1.5 

Norway 0.7 − 2.1 − 2.6 

Spain 0.1 1.6 1.0 

Switzerland − 1.0 − 4.4 − 1.8 

United Kingdom − 4.0 − 4.0 − 1.2 

Euro area − 0.2 − 2.8 − 1.6 

Western Europe − 0.6 − 2.9 − 1.5 

    
Czech Republic 2.2 3.3 4.4 

Hungary 4.0 − 0.8 2.1 

Poland 6.1 5.5 4.4 

Slovak Republic 6.5 6.9 − 0.1 

Slovenia 2.8 0.2 − 0.4 

Other transition economies 4.3 0.8 − 0.6 

Central + Eastern Europe 4.3 1.8 0.9 

    
United States − 5.2 − 1.0 1.5 

Canada − 4.7 − 6.7 − 4.4 

Latin America − 2.1 − 3.1 0.9 

    
Japan 1.6 0.6 − 0.1 

Anies 5.7 5.1 3.8 

China 20.1 22.3 9.7 

Other Asia 2.1 − 1.3 0.2 

Asia excl. Japan 6.3 5.2 3.4 

    
Africa + Middle East − 1.2 0.2 − 1.0 

    
World 0.7 − 0.1 0.4 

    a
 Export performance is the ratio of export volume to export markets for total goods. 
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Table 2       Prices in US dollars, terms of trade and appreciation against the dollar 

 

Table 2a     Export prices in dollars 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 5.1 19.0 2.2 

Belgium/Luxembourg 4.2 18.4 2.5 

Denmark 5.0 18.4 5.8 

Finland − 0.3 13.0 2.1 

France 3.0 17.8 2.7 

Germany 5.4 19.0 3.2 

Italy 3.1 16.6 3.2 

Netherlands 3.7 17.4 1.7 

Norway − 0.9 10.2 − 1.4 

Spain 5.2 17.2 2.1 

Switzerland 5.8 13.0 4.7 

United Kingdom 3.5 11.6 2.2 

Euro area 3.9 17.6 2.8 

Western Europe 3.9 16.8 2.8 

    
Czech Republic 8.6 13.5 2.1 

Hungary 6.2 13.3 3.0 

Poland 4.9 13.6 3.7 

Slovak Republic 4.4 12.9 1.6 

Slovenia 6.6 20.4 2.0 

Other transition economies 0.8 10.8 1.5 

Central + Eastern Europe 3.1 12.1 2.0 

    
United States − 1.0 1.5 0.5 

Canada − 2.4 8.9 1.0 

Latin America 1.5 4.0 − 1.0 

    
Japan − 4.2 3.7 1.4 

China − 1.5 3.5 − 0.8 

Anies − 3.5 1.5 − 0.8 

Other Asia 0.0 5.0 − 2.0 

Asia excl. Japan − 1.5 3.5 − 1.3 

    
Africa + Middle East 1.5 7.0 − 6.5 

    
World 0.8 8.9 0.7 
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Table 2b     Import prices in US dollars 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 4.3 18.6 2.2 

Belgium/Luxembourg 2.9 17.0 2.1 

Denmark 5.6 17.2 5.8 

Finland 2.3 17.9 0.7 

France 1.9 17.2 2.2 

Germany 3.4 17.2 3.2 

Italy 1.5 15.4 2.2 

Netherlands 3.8 16.0 1.7 

Norway 4.1 11.7 5.0 

Spain 3.6 16.2 2.0 

Switzerland 5.3 15.2 4.2 

United Kingdom 2.1 9.4 1.7 

Euro area 2.7 16.5 2.4 

Western Europe 2.9 15.4 2.4 

    
Czech Republic 7.7 14.1 3.2 

Hungary 6.9 8.2 4.0 

Poland 2.1 14.1 3.5 

Slovak Republic 3.6 10.9 2.7 

Slovenia 5.5 21.0 3.0 

Other transition economies 0.4 11.4 1.8 

Central + Eastern Europe 2.6 12.0 2.6 

    
United States − 2.0 2.7 − 1.0 

Canada − 1.4 5.0 2.0 

Latin America − 0.5 2.0 0.0 

    
Japan − 4.5 7.5 0.4 

Anies − 4.5 4.0 − 0.5 

China 0.0 4.0 − 0.5 

Other Asia 0.0 4.0 − 0.5 

Asia excl. Japan − 1.9 4.0 − 0.5 

    
Africa + Middle East 1.5 7.0 0.5 

    
World 0.3 8.7 1.0 
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Table 2       Prices in US dollars, terms of trade and appreciation against the dollar 

                   (continued) 

 

Table 2c     Terms of trade 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 0.8 0.3 0.0 

Belgium/Luxembourg 1.2 1.1 0.4 

Denmark − 0.5 1.0 0.0 

Finland − 2.6 − 4.1 1.3 

France 1.1 0.5 0.5 

Germany 1.9 1.5 0.0 

Italy 1.7 1.0 1.0 

Netherlands − 0.1 1.2 0.0 

Norway − 4.8 − 1.3 − 6.2 

Spain 1.6 0.8 0.1 

Switzerland 0.5 − 2.0 0.4 

United Kingdom 1.4 2.1 0.5 

Euro area 1.1 0.9 0.3 

Western Europe 0.9 1.0 0.3 

    
Czech Republic 0.8 − 0.5 − 1.1 

Hungary − 0.7 4.7 − 1.0 

Poland 2.7 − 0.4 0.2 

Slovak Republic 0.8 1.8 − 1.1 

Slovenia 1.0 − 0.5 − 1.0 

Other transition economies 0.4 − 0.5 − 0.3 

Central + Eastern Europe 0.8 0.9 − 0.4 

    
United States 1.0 − 1.2 1.5 

Canada − 1.0 3.7 − 1.0 

Latin America 2.0 2.0 − 1.0 

    
Japan 0.3 − 3.5 1.0 

Anies 1.0 − 2.4 − 0.3 

China − 1.5 − 0.5 − 0.3 

Other Asia 0.0 1.0 − 1.5 

Asia excl. Japan 0.3 − 0.5 − 0.8 

    
Africa + Middle East 0.0 0.0 − 7.0 

    
World 0.5 0.1 − 0.4 
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Table 2d      Appreciation against the US dollar, w ith export weighted totals 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 5.1 19.0 2.7 

Belgium/Luxembourg 5.1 19.0 2.7 

Denmark 5.6 18.4 4.8 

Finland 5.1 19.0 2.7 

France 5.1 19.0 2.7 

Germany 5.1 19.0 2.7 

Italy 5.1 19.0 2.7 

Netherlands 5.1 19.0 2.7 

Norway 12.6 9.1 1.6 

Spain 5.1 19.0 0.5 

Switzerland 8.3 14.2 3.7 

United Kingdom 4.1 10.2 1.7 

Euro area 5.1 19.0 2.5 

Western Europe 5.1 17.8 2.5 

    
Czech Republic 16.1 16.9 7.1 

Hungary 11.3 13.6 3.5 

Poland 0.4 5.5 1.8 

Slovak Republic 6.7 24.9 6.7 

Slovenia 1.0 14.4 -1.2 

Other transition economies 0.0 0.0 0.0 

Central + Eastern Europe 3.1 5.1 1.7 

    
United States 0.0 0.0 0.0 

Canada − 1.4 10.6 5.2 

Latin America 0.0 0.0 0.0 

    
Japan − 3.0 7.5 4.0 

Anies 0.0 0.0 0.0 

China 0.0 0.0 0.0 

Other Asia 0.0 0.0 0.0 

Asia excl. Japan 0.0 0.0 0.0 

    
Africa + Middle East 0.0 0.0 0.0 

    
World 1.8 7.4 1.5 
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Table 3       Relative import prices in national cu rrencies and effective appreciation   

                   against supplying countries 

 

Table 3a     Import prices in national currencies 

 2002 2003 2004 

    
 annual percentage changes     

    
Austria − 0.8 − 0.3 − 0.5 

Belgium/Luxembourg − 2.1 − 1.6 − 0.6 

Denmark 0.0 − 1.0 1.0 

Finland − 2.7 − 0.9 − 1.9 

France − 3.1 − 1.5 − 0.5 

Germany − 1.7 − 1.5 0.5 

Italy − 3.5 − 3.0 − 0.5 

Netherlands − 1.3 − 2.5 − 1.0 

Norway − 7.6 2.4 3.4 

Spain − 1.5 − 2.3 1.5 

Switzerland − 2.8 0.9 0.5 

United Kingdom − 2.0 − 0.8 0.0 

Euro area − 2.3 − 2.1 0.0 

Western Europe − 2.1 − 1.8 0.0 

    
Czech Republic − 7.2 − 2.4 − 3.6 

Hungary − 3.9 − 4.7 0.5 

Poland 1.7 8.2 1.6 

Slovak Republic − 3.0 − 11.2 − 3.8 

Slovenia 4.4 5.8 4.2 

Other transition economies 0.4 11.4 1.8 

Central + Eastern Europe − 0.8 5.7 0.7 

    
United States − 2.0 2.7 − 1.0 

Canada 0.0 − 5.0 − 3.0 

Latin America -0.5 2.0 0.0 

    
Japan − 1.5 0.0 − 3.5 

Anies − 4.5 4.0 − 0.5 

China 0.0 4.0 − 0.5 

Other Asia 0.0 4.0 − 0.5 

Asia excl. Japan − 1.9 4.0 − 0.5 

    
Africa + Middle East 1.5 7.0 0.5 

    
World − 1.5 1.3 − 0.4 
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Table 3b     Calculated import prices in national c urrencies
a
 

 2002 2003 2004 

    
 annual percentage changes     

    
Austria − 1.0 − 2.7 − 0.1 

Belgium/Luxembourg − 2.3 − 4.6 − 0.9 

Denmark − 2.6 − 4.0 − 2.8 

Finland − 2.6 − 5.3 − 0.7 

France − 2.0 − 4.3 − 0.8 

Germany − 2.6 − 5.2 − 0.8 

Italy − 2.1 − 4.5 − 1.0 

Netherlands − 3.0 − 6.4 − 1.5 

Norway − 8.7 3.9 0.7 

Spain − 2.5 − 4.8 0.8 

Switzerland − 5.1 − 0.4 − 1.7 

United Kingdom − 2.4 1.1 − 0.2 

Euro area − 2.4 − 5.0 − 0.8 

Western Europe − 2.4 − 4.0 − 0.7 

    
Czech Republic − 10.7 − 1.7 − 4.4 

Hungary − 7.1 0.9 − 1.3 

Poland 2.8 7.9 0.2 

Slovak Republic − 2.6 − 9.2 − 4.3 

Slovenia 2.7 0.9 3.6 

Other transition economies 2.2 11.9 1.7 

Central + Eastern Europe − 0.7 6.7 0.0 

    
United States − 0.5 6.9 0.1 

Canada 0.8 − 6.6 − 4.5 

Latin America 0.1 5.4 0.3 

    
Japan 2.9 − 1.8 − 4.6 

Anies − 0.9 5.3 − 0.1 

China − 0.2 6.6 − 0.2 

Other Asia − 1.3 5.2 − 0.2 

Asia excl. Japan − 0.9 5.5 − 0.2 

    
Africa + Middle East 1.1 9.3 0.6 

    
World − 0.9 1.6 − 0.7 

    a
 Import price change calculated under the assumption 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 3       Relative import prices in national cu rrencies and effective appreciation   

                   against supplying countries (con tinued) 

 

Table 3c     Relative import prices in a common cur rency
a
 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 0.2 2.5 − 0.4 

Belgium/Luxembourg 0.2 3.2 0.3 

Denmark 2.7 3.1 3.9 

Finland − 0.1 4.7 − 1.2 

France − 1.1 3.0 0.3 

Germany 0.9 3.9 1.3 

Italy − 1.4 1.6 0.5 

Netherlands 1.8 4.2 0.5 

Norway 1.2 − 1.4 2.7 

Spain 1.0 2.6 0.7 

Switzerland 2.4 1.3 2.2 

United Kingdom 0.4 − 1.9 0.2 

Euro area 0.1 3.1 0.7 

Western Europe 0.4 2.3 0.7 

    
Czech Republic 3.9 − 0.7 0.9 

Hungary 3.5 − 5.5 1.8 

Poland − 1.1 0.3 1.5 

Slovak Republic − 0.3 − 2.2 0.6 

Slovenia 1.7 4.8 0.6 

Other transition economies − 1.7 − 0.4 0.1 

Central + Eastern Europe − 0.2 − 0.9 0.6 

    
United States − 1.5 − 3.9 − 1.1 

Canada − 0.8 1.7 1.6 

Latin America − 0.6 − 3.2 − 0.3 

    
Japan − 4.3 1.8 1.2 

Anies − 3.6 − 1.2 − 0.4 

China 0.2 − 2.4 − 0.3 

Other Asia 1.3 − 1.1 − 0.3 

Asia excl. Japan − 0.9 − 1.4 − 0.3 

    
Africa + Middle East 0.4 − 2.1 − 0.1 

    
World − 0.5 − 0.3 0.3 

    a
 The relative import price is the ratio of import price to calculated import price. 
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Table 3d     Effective appreciation against supplyi ng countries 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 0.3 3.1 0.1 

Belgium/Luxembourg 1.4 5.2 0.6 

Denmark 1.1 4.5 2.6 

Finland 1.5 7.4 0.7 

France 1.2 4.9 0.7 

Germany 1.5 6.3 0.5 

Italy 1.6 5.9 0.7 

Netherlands 2.2 8.3 1.0 

Norway 8.3 − 3.7 − 0.8 

Spain 1.6 6.0 − 1.4 

Switzerland 4.6 1.2 1.7 

United Kingdom 0.9 − 0.7 − 0.2 

Euro area 1.5 6.1 0.5 

Western Europe 1.5 5.2 0.5 

    
Czech Republic 11.6 2.3 4.4 

Hungary 7.3 0.7 1.3 

Poland − 3.6 − 6.3 − 0.4 

Slovak Republic 1.2 14.3 3.9 

Slovenia − 3.8 − 0.9 − 3.7 

Other transition economies − 2.2 − 7.2 − 1.7 

Central + Eastern Europe − 0.1 − 4.6 − 0.3 

    
United States − 0.3 − 5.1 − 1.7 

Canada − 1.9 8.7 4.8 

Latin America − 0.8 − 3.4 − 0.7 

    
Japan − 3.8 4.8 3.4 

Anies − 0.3 − 3.2 − 1.0 

China − 0.4 − 3.9 − 1.2 

Other Asia − 0.5 − 3.4 − 1.0 

Asia excl. Japan − 0.4 − 3.4 − 1.0 

    
Africa + Middle East − 1.6 − 6.8 − 1.4 

    
World 0.0 0.0 0.0 
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Table 4       Relative export prices in national cu rrencies and effective appreciation against 

                   competing countries 

 

Table 4a     Export prices in national currencies 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 0.0 0.0 − 0.5 

Belgium/Luxembourg − 0.9 − 0.5 − 0.2 

Denmark − 0.5 0.0 1.0 

Finland − 5.2 − 5.0 − 0.6 

France − 2.0 − 1.0 0.0 

Germany 0.2 0.0 0.5 

Italy − 1.9 − 2.0 0.5 

Netherlands − 1.4 − 1.3 − 1.0 

Norway − 12.0 1.0 − 3.0 

Spain 0.1 − 1.5 1.6 

Switzerland − 2.3 − 1.1 0.9 

United Kingdom − 0.6 1.3 0.5 

Euro area − 1.2 − 1.2 0.3 

Western Europe − 1.1 − 0.9 0.3 

    
Czech Republic − 6.5 − 2.9 − 4.6 

Hungary − 4.6 − 0.2 − 0.5 

Poland 4.5 7.8 1.8 

Slovak Republic − 2.2 − 9.6 − 4.8 

Slovenia 5.5 5.3 3.2 

Other transition economies 0.8 10.8 1.5 

Central + Eastern Europe − 0.1 6.7 0.3 

    
United States − 1.0 1.5 0.5 

Canada − 1.0 − 1.5 − 4.0 

Latin America 1.5 4.0 − 1.0 

    
Japan − 1.2 − 3.5 − 2.5 

Anies − 3.5 1.5 − 0.8 

China − 1.5 3.5 − 0.8 

Other Asia 0.0 5.0 − 2.0 

Asia excl. Japan − 1.5 3.5 − 1.3 

    
Africa + Middle East 1.5 7.0 − 6.5 

    
World − 1.0 1.4 − 0.8 
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Table 4b     Export prices of competitors
a
 

 2002 2003 2004 

    
 annual percentage changes     

    
Austria − 2.1 − 4.5 − 0.1 

Belgium/Luxembourg − 2.8 − 4.7 − 0.6 

Denmark − 2.8 − 4.7 − 2.4 

Finland − 3.0 − 6.5 − 0.7 

France − 3.0 − 5.7 − 0.8 

Germany − 3.0 − 5.9 − 0.8 

Italy − 3.2 − 5.9 − 0.7 

Netherlands − 2.7 − 4.3 − 0.4 

Norway − 9.2 2.8 0.4 

Spain − 3.1 − 5.1 1.6 

Switzerland − 6.4 − 2.3 − 1.9 

United Kingdom − 2.9 0.8 0.0 

Euro area − 2.9 − 5.5 − 0.5 

Western Europe − 3.0 − 4.7 − 0.5 

    
Czech Republic − 11.7 − 2.9 − 4.3 

Hungary − 7.9 0.6 − 1.1 

Poland 2.3 8.0 0.6 

Slovak Republic − 2.1 − 8.9 − 3.7 

Slovenia 1.3 − 0.1 3.6 

Other transition economies 1.7 11.0 2.0 

Central + Eastern Europe − 1.0 6.8 0.5 

    
United States − 0.5 6.9 1.1 

Canada − 0.3 − 6.2 − 5.5 

Latin America − 0.9 4.7 − 0.1 

    
Japan 2.1 − 2.0 − 3.8 

Anies − 0.9 5.6 0.1 

China − 1.9 6.2 0.2 

Other Asia − 1.2 6.1 0.2 

Asia excl. Japan − 1.2 6.0 0.2 

    
Africa + Middle East 0.3 9.1 1.1 

    
World − 1.5 1.1 − 0.5 

    a
 Export prices of competitors is weighted average of import prices in the geographical export markets of each exporting country, 

   measured in the currency of the exporting country. 
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Table 4       Relative export prices in national cu rrencies and effective appreciation against 

                   competing countries (continued) 

 

Table 4c     Relative export  prices in a common cu rrency
a
 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 2.2 4.7 − 0.4 

Belgium/Luxembourg 1.9 4.4 0.4 

Denmark 2.4 4.9 3.5 

Finland − 2.3 1.7 0.1 

France 1.0 5.0 0.8 

Germany 3.3 6.3 1.3 

Italy 1.3 4.2 1.2 

Netherlands 1.3 3.1 − 0.6 

Norway − 3.1 − 1.7 − 3.3 

Spain 3.3 3.7 0.0 

Switzerland 4.4 1.2 2.9 

United Kingdom 2.3 0.5 0.5 

Euro area 1.8 4.6 0.8 

Western Europe 1.9 4.0 0.8 

    
Czech Republic 6.0 0.0 − 0.4 

Hungary 3.6 − 0.8 0.7 

Poland 2.1 − 0.2 1.2 

Slovak Republic − 0.1 − 0.8 − 1.2 

Slovenia 4.2 5.4 − 0.4 

Other transition economies − 0.8 − 0.2 − 0.5 

Central + Eastern Europe 0.9 − 0.1 − 0.2 

    
United States − 0.5 − 5.0 − 0.6 

Canada − 0.7 5.0 1.6 

Latin America 2.5 − 0.7 − 0.9 

    
Japan − 3.2 − 1.6 1.4 

Anies − 2.7 − 3.9 − 0.9 

China 0.4 − 2.6 − 1.0 

Other Asia 1.2 − 1.0 − 2.2 

Asia excl. Japan − 0.3 − 2.4 − 1.5 

    
Africa + Middle East 1.2 − 1.9 − 7.5 

    
World 0.5 0.3 − 0.3 

    a
 The relative export price is the ratio of export price to export price of competitors. 
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Table 4d     Effective appreciation against competi ng countries 

 2002 2003 2004 

    
 annual percentage changes   

    
Austria 1.9 7.2 0.7 

Belgium/Luxembourg 2.1 7.6 0.8 

Denmark 2.4 7.2 2.8 

Finland 2.4 8.7 0.9 

France 2.3 8.1 0.9 

Germany 2.3 8.0 0.8 

Italy 2.4 8.3 0.9 

Netherlands 1.9 7.1 0.7 

Norway 9.4 − 0.9 − 0.2 

Spain 2.1 7.5 − 1.2 

Switzerland 5.6 4.3 1.9 

United Kingdom 1.7 1.0 0.0 

Euro area 2.2 7.9 0.7 

Western Europe 2.2 7.0 0.7 

    
Czech Republic 12.3 5.8 4.9 

Hungary 7.7 2.2 1.4 

Poland − 2.7 − 4.8 − 0.1 

Slovak Republic 3.0 11.2 4.4 

Slovenia − 2.1 3.0 − 3.1 

Other transition economies − 2.6 − 8.2 − 1.7 

Central + Eastern Europe 0.2 − 4.3 − 0.2 

    
United States − 1.3 − 4.9 − 1.0 

Canada − 1.9 4.6 3.4 

Latin America − 0.9 − 5.5 − 1.5 

    
Japan − 3.9 1.9 2.6 

Anies − 0.9 − 5.0 − 1.3 

China − 1.0 − 5.0 − 1.3 

Other Asia − 1.0 − 5.2 − 1.3 

Asia excl. Japan − 1.0 − 5.1 − 1.3 

    
Africa + Middle East − 1.8 − 6.8 − 1.4 

    
World 0.0 0.0 0.0 

 



 

 54 

 

 

 

Table 5      Spot exchange rates 

 2002 2003 2004 

    
 national currency per US dollar  

    
Austria 1.062 0.893 0.869 

Belgium/Luxembourg 1.062 0.893 0.869 

Denmark 7.889 6.664 6.360 

Finland 1.062 0.893 0.869 

France 1.062 0.893 0.869 

Germany 1.062 0.893 0.869 

Italy 1.062 0.893 0.869 

Netherlands 1.062 0.893 0.869 

Norway 7.985 7.316 7.200 

Spain 1.062 0.893 0.888 

Switzerland 1.558 1.364 1.315 

United Kingdom 0.667 0.605 0.595 

    
Czech Republic 32.733 28.000 26.150 

Hungary 257.45 226.70 219.00 

Poland 4.082 3.870 3.800 

Slovak Republic 45.300 36.280 34.000 

Slovenia 240.25 210.00 212.50 

Other transition economies 1.000 1.000 1.000 

    
United States 1.000 1.000 1.000 

Canada 1.570 1.420 1.350 

Latin America 1.000 1.000 1.000 

    
Japan 125.23 116.50 112.00 

Anies 1.000 1.000 1.000 

China 8.277 8.277 8.277 

Other Asia 1.000 1.000 1.000 

    
Africa + Middle East 1.000 1.000 1.000 
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Abstract 

This CPB document contains the half-yearly forecasts of the AIECE Working Group on 

Foreign Trade, of which CPB is a long-standing member. The AIECE is the Association of 

European Conjuncture Institutes, involved in surveying economic development and 

macroeconomic forecasting. The analysis in this report is partly based on forecasts provided by 

the AIECE member institutes with respect to their own country, whereas the Working Group 

provided forecasts for the non-European area. The trade report includes summarising tables 

with e.g. export market growth, calculated import prices and export prices of competitors, 

enabling the institutes to re-assess their own trade forecasts.  
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