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OPEC. The 1980 Cumni Account Smplus and Its Pfacemeni
Scamq revenues. combined with retative!y slaw growm in lmports.
L shoulq drive'the strplus up to $132 bmion, compared with ‘an estimated
$69 "billion n 1979' placemen! shodld fo!low tradiﬁo-\al pattems.-
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OPEC: THE 1980 CURRENT ACCOUNT SURPLUS AND ITS PLACEMENT * .

Soaring revenues, combined with relatively slow growth in imports, seem likely to
drive this year’s OPEC current account surplus to $132 billion, following an estimated
$69 billion surplus in 1979. While nominally twice as large as the $66 billion reached
in 1974, the 1980 surplus is roughly equivalent when allowance is made for inflation
and growth in the world economy. For instance, the 1974 OPEC surplus amounted to
about 1.8 percent of the then nominal OECD GNP of $3.6 trillion; the comparable
1980 figure is calculated at 1.7 percent. As in 1974, the surplus will be concentrated
among the largest Persian Gulf producers: Saudi Arabia should account for one-third
and Iran, Iraq, and Kuwait together for another 45 percent. il

The placement of the 1980 surplus by OPEC countries should follow historical
patterns, with only subtle shifts occurring in some as a result of the higher oil revenues
and the US-Iranian crisis. While several OPEC members have talked a lot about
stepping up the diversification of their placements to more countries and currencies,
such a move will be tempered by interest rate and exchange rate considerations as well
as by the availability of investment instruments. -
e " OPEC: Cusvent Account Bdan:es .
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Unlike the 1974-78 experience, when the OPEC surplus surged in the first year
following the big oil price increases and then dwindled to less than $5 billion in the
ensuing four years, we expect the surplus to remain formidably high, in part because
OPEC producers seem determined to maintain their real purchasing power. For
instance, if OECD growth recovers to 2.5 percent in 1981 (a rate consistent with oil
market balance at a price of $33 per barrel), the OPEC surplus would register $120
billion. Lower growth would reduce this figure, whereas substantial supply disruptions
resulting in a further increase in the real OPEC oil price would raise it

OPEC Export Earnings

Official OPEC prices now average $29 per barrel; spot market premiums, $10 or
higher in mid-1979, have largely disappeared. Discrepancies persist, however, among
official prices for competitive types of crude produced in different countries, making
future price adjustments likely. These adjustments are more likely to be upward than
downward, leading to an average OPEC price of perhaps $30 for the ycar‘-

Higher prices and increased non-OPEC energy supplies, combined with much
slower growth (the OECD economies are now expected to grow on average less than 1
percent this year), should reduce non-OPEC demand for OPEC oil by about 2 million
b/d below last year’s 29.0 million b/d. This should permit the market to absorb most,
if not all, of the planned production cuts by Saudi Arabia, Kuwait, Venezuela, the
United Arab Emirates, and possibly Libya and Nigeria without pushing the average
price much above $30‘-

After allowing for transfers of oil under equity and buy-back arrangements, we
expect the average price realized by OPEC producers to fall, as it has in the past, some
25 cents below the average of official prices. Multiplying our projected price and
quantity figure by the 366 days in 1980 yields a projected figure of $292 billion for
OPEC oil revenues, 50 percent over 1979 oil revenues and 125 percent higher thaun the

1978 figure-

Nonoil OPEC exports are expected to rise from $11.8 billion in 1979 to $14.6
billion in 1980, failing as a share of total export revenues from 5.7 percent last year to
about 5 percent this year. Indonesia, which accounts for nearly half of the total, should
benefit from strong demand for its wood, rubber, tin, and coffee

Imports

In 1974, the value of OPEC merchandise imports jumped by 84 percent; in 1950
it is expected to increase by 25 percent. The import base has grown much larger in the
interim, making a slowdown in percentage rates of growth almost inevitable; the 1973
import base was about $20 billion; whereas the estimated 1979 figure is $104 billiou.
In addition, several important OPEC countries have undergone a marked change in
views toward the desired pace of economic development, most strikingly Iran. -
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Events in Iran, moreover, have been interpreted prophetically in other Middle
Eastern OPEC countries which have seen their traditional social values threatened by
modernization programs and have experienced distribution bottlenecks, accelerated
inflation, m.creased exposures to foreign influence, widened income disparities, and
expancling corruption. Their response is to hold a tight rein on spending, despite
enormous revenue increases. The notable exception in the Persian Gulf to the policy of
slowed import growth is Iraq, which is scheduled to receive substantial military
shipments in the next several years.

Net Services, Private Transfers, and Grants

Net services and private transfers—an important negative item in the OPEC
current account—are expected to rise 21 percent this year, considerably more slowly
than in the years immediately following the 1973/74 price hikes. Two factors are
primarily responsible for the lower rate: (s) the rapid growth of investment income
(the only positive subcomponent in this category) and (b) the slower growth policies
adopted by some OPEC countries. -

In 1974-79, member states of OPEC disbursed $25 billion in bilateral grants, ($4.5
billion in 1979 alone). Saudi Arabia was the largest donor in the period, with grants of
$14 billion, or 55 percent of the total. OPEC grant aid is likely to increase in 1980
because the donors will be awash with funds and the oil price increases will have
intensified the reced of recipients. The pattern of distribution among donors and
beneficiaries should change in response to political circumstances, the most prominent
case being Egypt’s fall from grace as a result of the Israeli peace agreeme'nt-

Placement of the Surplus

Foreign investment by OPEC governments during the next year should generally
follow historical patterns. In the wake of the US-Iranian crisis, some OPEC govern-
ment ministers indicate that they will make placements in more financial centers than
in the past and gradually shift a larger share of assets into currencies other than the
dollar. In no case, however, do we yet have any evidence that official OPEC investors

will make large or rapid diversification moves-

Most official foreign placements will, at least initially, be channeled into bank
deposits and government securities; the share of these assets to total assets will
doubtless rise above the 55-percent level of first quarter 1979. However, Saudi Arabia
and Kuwait probably will shift more quickly than in the past to other forms of
investment; the number of banks and investment houses now authorized by these two
governments to seek out diversified investments has increased substantially in recent

i

The geographic placement and currency denomination of QPEC assets will
depend on the balance between political decisions on the one hand and the rzte of
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return and exchange rates on the other. The variety of assets and present high interest
rates available in US financial markets should ensure petrodollar inflows. QPEC
countries concerned over the safety of their assets and willing to bear the extra costs,
however, are apt to make more placements with institutions in Western Europe which
in turn can invest in the United States under their own name.

The Outlook for 1981 and Beyond

The chances that the OPEC surplus will ebb substantially in the next few years
are slim. While we do not anticipate severe pressure developing on oil prices in 1981
(barring further disruptions in oil supplies), we believe that OPEC will seek to
maintain the real price of its oil. In these circumstances, the nominal price of OPEC
oil could average in the neighborhood of $33 per barrel in 1981. With a constant real
OPEC price, some recovery from the anticipated 1980 economic slowdown seems
likely; OECD growth next year might then approach 2.5 percent. Given moderate
growth in OPEC imports, services, and transfers, these developments would lead to an
OPEC surplus on the order of $126 billion-

Other 1981 scenarios are also plausible. Economic recovery in the industrial
countries might well be slower than expected; even with a-constant real oil price,
OECD growth near 1.5 percent is a distinct possibility since governments may well
react to inflation and payments problems this vear with more restrictive economic
policy. Alternatively, further OPEC supply disruptions or significant voluntary
production cuts might occur, raising the price above $33 and depressing what
otherwise would have been a more rapid OECD recover]
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FOREWORD

1. The Economic Indicators Weekly Review provides up-to-date information
on changes in the domestic and external economic activities of the major non-
Communist developed countries. To the extent possible, the Economic Indicators
Weekly Review is updated from press ticker and Embassy reporting, so that the
results are made available to the reader weeks—or sometimes months—before receipt
of official statistical publications. US data are provided by US Government agencies.

2. Source notes for the Economic Indicators Weekly Review are revised 2very
few months. The most recent date of publication of source notes is 16 February 1979.

Comments and queries regarding the Economie Indicators Weekly Review ars
welcomed.




Big Six For2ign Countries’ Composite Indicators

Industrial Production Index: 1970=100, seasonally adjusted
Seauloganthmic Scale
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Consumer Price Infiation Percent, seasonally adjusted, annual rate
/\

13.1

C 116
/\_/\ A\ I~ — e

g

\
TN SN

Big Six
(Weighted Average)

N
o

Note: Three-month average compared with previous three months
0

Trade Batance Billion US S, f.0.b, seascnally adjusted
100 -

75 Big Six

{Weighted Average)

50

25

Note: Five-month weighted moasng average.

| USRS YN SR WO ANUYS SESH A AT ATUCTN AVVN TS SRSV SYRNES ASNSS ITAN TN ST ST TN SEARIE SNNT TS AR AUAT N A ANUN ATUNTH IUUNTE ORI AT A |
Jan Apr ! Ot Jam Apr kit Oct Jan Apr Al Ot Jan Apr ki Oct Jan Apr Jul Ot Jen Apr  hd
1974 1975 1976 1977 1978 1979
* N .
Latost Percent Average 1 Year 3 Months
keontn Change Annual Growth Rate Since __Latest Moath Eather Eather
From. 1970 1 Year 3 Manths
P's:m:’ Earer  Earlier 2 Unemployment Rate
o
Big S Way K] 43 2
United States May 79 58 [X] 57
industnal Production
T Six Oct 79 1.6 33 5.9 1.2 Latest  Milhon Cumatative (Mbllion US $)
Urted States Oct 79 ° 38 25 1.2 Month uss 1979 1978 Change
Consumer Prices Teade Balance
Bg Sn Nov 79 0.7 9.2 10.2 1.6 “Big Sk Oct 79 13 11,594 46,594 ~35.000
United States Nov 79 1.0 7.4 126 13,1 United States Oct 79 -2.018  —16.969 25415 8446
2 Average tor latest 3 months compared with avecage for provious 3 months,
seasonally adjusted at annual rate.
A-R ISR

e

fa

AT

T TR




industrial Production Index: 1970=10Q, scesonally adjusted

Semloganithenc Scale
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Semiloganimic Scate
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Consumer Price Inflation Percent, seasonally adjusted, annual rate!
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GNP RETAIL SALES'
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MONEY MARKET RATES
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United States Commercial paper Dec 12 1298 1027 Nn728 14,09
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CURRENT ACCOUNT BALANCE*
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BASIC BALANCE:® )
Current and Long-Term Copital Transoctions
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Exchange Rate Trends Index: March 1873=100
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Exchange Rates Trede~-weighted Exchange Rates!

Spot Rate

As of 28Dec 79 . Peecent Changa From As ot 28Dec 79 Percent Change From

1 Year 3 Menths 1 Year 3 Morthy .
19 Mar 73 Earbor  Earlier 21 Dec 29 19 Maz 73 Eartine Earbree 21 Dec 79

Japan {yen) 9.32 -19.01 -6.10Q ~0.22 Unztec States ~1.68 208 08& -0.3¢

62.84 5.21 .1 0.52 Jagan 10.41 -19.61 -~§.15 -0.5%0
Wesz Gormany 40.75 2.88 0.30 -0.08

West Germrany

(Qoutsche mark)

France (franc) 11.9¢ 335 218 0.8?

United Ki Freoen -9.36 0.1l 158 0.3t
i ~-9.84 921 130

(-Num_’ Storling) Uerbed Kingdom ~-22.31 798 1.9 0.76

laly (ir2) ~29.30 2.24 0.08 iy

- Canada {doliar) ~14. 1. c
14,85 34

~45.28 -0.97 ~0.66 -0.5)

~16.28 1.50 -0 2a 0.09

T Weghting is basod on cach hsted coustry's trade with 16 other
incustriahized countries to retlect the competitive impact of exchange “ -
vamatons among Major currencies.




Foreign Trade Biition US $, f.0.b., seasonally adjusted

Semtoganithmic Scale
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Semilogartivme Scale
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Developed Countries: Direction of Trode'

Milion US $
Exports to (f.ob.)
CUMULATIVE
Percent
Latest Month 1979 1978 Change
UNITED STATES Jn 79
World 15,366 85,531 68,017 257
Big Seven 6,667 38,689 29,790 299
Other OECD 2,433 © 13,483 9,845 389
OPEC 1322 7,248 89 -Ns
Communist 687 3,390 2415 294
Other. 4,257 22722 12,578 23
JAPAN Jun 79
World 8213 47,807 46,187 s
Seven 3,180 17,530 16,291 6.9
Other OECD 802 4783 4867 —17
OPEC 1,140 5.584 68957 -190
Communist 700 4,010 3,130 28.1
QOther 2,893 15,900 14,902 87
WEST GERMANY Jon 79
World 13,493 81,428 47,143 28
Big Seven 4,995 29,640 23,107 283
Other OECD 5,483 33,145 26,768 228
OPEC 806 4,877 5772 —155
Communist 1,081 6,3 5329 192
Other 1,348 7,578 8,170 238
FRANCE Jun 79
World 8,490 48,423 38,909 243
Big Seven 3,598 20,411 15,964 9
Other OECD 2,415 13,485 10,849 264
OPtEC 581 3457 3 55
Communist 489 245 1,780 489
Other . 1,408 8,420 7223 166
UNITED KINGDOM Apr 79
World 6,885 25,238 2414 ne
Big Seven 37 8,343 687 224
Other OECD 2435 9.936 8,457 7.5
OPEC 519 1976 2765 -85
Commwnist 249 839 824 1.8
Other 1,148 4,142 3750 10.5
ITALY May 79
Worlkd 5,885 28,295 19,851 2s
Big Seven 2,780 12,897 9.562 k2%
Other QECD 1,399 6,135 4,382 406
OPEC ne 2768 2,552 83
Commynist 349 1,549 1.204 287
Qther 643 2,945 2,169 ass
CANADA Moy 79
World 5124 22,425 19,475 151
Big Seven 4,154 18,322 15,938 150
Qther OECD 312 1,154 807 430
OPEC 87 498 514 -3
Communist 125 504 478 54
Other 448 1947 1243 nz
'S b ticna! Monatary Fund, Direction of Troda.
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Developed Countries: Direction of Trode®

UNITED STATES
World
Big Seven
Other OECD
OPEC
Comenunist
Other

World
Big Seven

CANADA
World
Big Seven
Other QECD
OPEC
Cotrxnnist
Other

kmports from (cif.)
CUMULATIVE

Perceat

1978 Change

27,892

5,488
4,665

3,235

55 24,457
4,370 20,205
203 949
240 1,160
41 m
449 w2

89,128
42,917
7,182
16,044
1,178
21,809

Iz
10,552

4,359
12,410
1,881
8,508

67,143
23,107
26,768
5772
5,329
8,170

40,193
17,746
1,017
5828
1,404
4,198

24,539
9217
877
2,188

739
3,163

. 20440

9.296
3853
3773

1,309

139
107
N4
17.0

98
18.8

294

- 38.0

173
14.0
34
7.3

70
294

373
289

' Source: International Monatory Fund, Direction of Treds.




Foreign Trade Prices inUS $* index: Jan 1975=100
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United States /\

e 133
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1Export and import plots are based on tive-month woighted maving averaces.
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Export Prices

Average
Annual Growth Rate Since

1970 1 Year 3 Montts
Eacher Earteer

Avcrage
Annua! Growth Rate Since

1 Year
Eathor

United States . . 130 13.2 United States

25.8

Japan 3 ~1.1 ~17.1 Japan

39.9

Wost Germany R 8.3 14.1 West Germany

17.0

France . 12.3 128 France

18.3

United Kingdom 25.2 16.5 United Kingdom

26.7

Rtaly . 21.0 30.3 aly

293

Canada 22,86 3.7 Canada

17.2




SELECTED DEVELOPING COUNTRIES

MONEY SUPPLY '
INDUSTRIAL PRODUCTION '

losest
Month  Maeh Sarler

Peresst Ohange
Latest fromn Previow
Pt Pred W70 Rele o 9 87 G4

India Sep 79 -1z 41 | ~04 M 79 04
South Korea | Ot 79 -85 | 200 2.2 Mar 79 25 14
Mexico M 79 29 10.4 Sep 79 9.5 2680
. %8 &3 92 | —90 i Avg 79 12 74| 1S
Taiwon Nay 79 60 0.2 170 Dec 78 308 0.5
May 79 27 260 | 328

. n 79 -03 136 6.6
'Amhwin‘lmﬂnmhmiw

* Sersonally ofated.
‘Awhh‘}-*wd-‘au@hw)m
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Agricultural Prices

WHheat xanses City No. 2 Hurd Winter
S per bushel

23 Jan
18 Jan
Dec 20

Jan 19
1974 Ave

'1—23 Jan l

Monthly Average Cash Price

€ Orn chicsgo No. 2 Yellow

S per bushe!

23 Jan
16 Jan
Oec 70
Jan 79
1974 Ave

1

0 1

1978

RICO No. 2 Medium Grain, 4% Brokens. fo.b. Milts, Houston, Tesas

1976

1977

1978

S por hundred woight

1979

S per metric ton

1978

1978

1977

Sugar World Raw Loadon, Bulk

¢ per pound

° 1 1

{800

o 1

23 lan
18 Jan
Dec 79
Jan 78
1874 Ave

1

\ 1-23 Jﬁl

1978 1976 1977

Cotton Memphis Muddung 1 18 inch
S per pound

$1000 per metric toa

1678 1976 1977

Coffee/Tea
< pur pound

1979

$1000 por metric ton

0.7117

1974 Ave

Coffen
Other Milds Aradicas,
Ex-dg:k Naw York

163.33
17133
195.02
128.80

65.84

Tea

London Accti

Oct 25,6
Sep 232 _]|
Aug 6.4

Jan 79 102.9

1974 Ave €30

g

1877




Soybeans cucge o 1 etor

[

: § pet bushel

1

1975

Soybean Oil/Paim Oil

$ pet pound

1976 .

1977

0 1

0.3212
0.3100
0301t -

\ 1-23 ho" o

-1978. 1078

Beef
" cper pound

Sowen

.. 1978 1979

'810009«&@(:%:!01\_ N

11 Jan
|_ -~ 31 Dec
Dec 70
Tlaa 79
1874 Ave

Austrofia .
- Beneless Boal,
Lol Naw York

135.78

. 143.50

14217

12763

EaR 24

United States : B e
Whaicsals Steer Beed,
Midweest Markety
19 Jan 102.28
"12 lan 104.80

1874 Ave G2

1977

1978

Soybean Meal «ux aun. tab. Decatur
S per ton )

S per metic ton

1

1300

1975 197¢

Food Index
1970= 100

s




Industrial Materials Prices

Monthly Average Cash Price

Copper wie Bar Lead
¢ por pound ) $1000 per motric ton ¢ pet pound $1000 per metric ton
430
- ~{1e
e s 70 Wwe ys
1200 - 18 Jan 195 12035 M 18 Jan 317 40 80.¢
11 Jon 1039 4050 I P 11 in 444 500 u A
Dec 79 1000 107.4 vizo ) Dec 79 532 3574
%4 767 . Jan 79 448 409
1974 Ave 933 764 1974 Ave t2
50 49.8
—410
a0
—jos8
30
—jose
2 ~{o.a
Londo al (LM - -
0 n Ketat Exchgnge (LMP) it | AT . \ \ (=18 sen gf
1978 1978 1077 1978 1979 1978 1976 1977 1978 1979
Zinc Tin
¢ per pound $1200 per matnc ton ¢ par pound S$1000 pae motnc ton
— 422
LME - us e 8 Jai 7'::8 -
1 n . 8421
so - 18 Jan .2 373 11 Jan 7484 a7 6262
11 Jan 333 3735 asol 7683 “¥=q20
Doc 70 339 375 Dec 79 ors D180
Jen 79 326 351 . Jan 78 S 8842
e 1974 Ave S6.1 350 1924 Ave 3712
€50
n R X1
o US? ar3
3.8 450
20 0s
o L L i Rt | SR
1978 1976 . W77 1978 1979 1975 1076 1977 1978 1979
Steel Scrap Platinum ' L
$ per long ton $ por motric ton S per troy ounce 7‘5~3T
us
28 Dec 947 up uso
125 b~ 21 Dec 94.3 - 4200
125 18 Jan 1223
Dec 78 544 ol 1t Jan 4200  gos0
Jan 79 96.2 - Dec 79 3940 535t
100 1974 Ave 107.8 _ Jan 73 3034 3506
A4 Ave 1857 1928
ssof~
US Dealer (USD)
asof~
L) o — 2 thajor Producer (MP)
1-28 Dec 1-18 Jan
° 1 ] 1 ! o 1 1 ] |
1978 1978 1977 1978 1979 1875 1978 1977 1978 1979

e

TIPRTR TV TR

A th
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Selected Materials

Current

Major US Producer ¢ per pound €8.25
Composite . $ pet long thn 480.20
Non-Bessemor Otd Range $ pet long ton 24.85
Russian, Metaiturgrcal (irade $ pec motnc ton NA.
S. Africa, Chemical Grada $ per netnc ton $6.00
Ferrochrome US Producer, 68-70 Percent € per pound 49.00
Nickel Compos:ite US Producter $ pa¢ pound 3.22
Maganese Ore 48 Puccent Mn $ pec long toa €7.20
Tungsten Ore Contaned Motal $ per metnc ton 10,033.00
Mercury Now York $ pet 76 pound fash 385.00
Sitver LME Cash ¢ pet troy ounce 3.331.02
Gotd London Alternoon Fiting Price $ per troy cunce $07.20

Rubber Lumber Index®
¢ pot pound 1973=100

NR SR
18 Jan 78.0 41.4 Nov
11 Jan 728 44.1 Oct
Dec 78 68.0 453 Sep
Jan 79 346 400

1974 Ave 397 282
Naturat* (NR)

30 Synthetic3 (SR)

20

10 1 1 1
1975 197¢ 1977 1978 1978 .

industrial Materials Index
1976°100 )

2 Approaurates world marhet price frequantly used by major world producers
and traders, although ondy small quantities of those mctals are actually traded
on the LNE.

2Producers’ price, cowets, most primacy metals soid in tho US.

JAs of 1 Dec 7S, US tin price quoted ia “Tia NY Ib compoaite.™

4Quoted on Now Yort market.

$S-type styrece. US saport price.

6 Thax wnchon 13 compried by uning the average of 13 types of humber wisce
prces ate reqgarded as bettwothers of US lumber construction casts.

T Cormposite phoe tor Cucago. Philadelphia, and Prttsdurgh,
Note: The industnal matenals inder 13 compled by the Economust for 19 raw

matenals whuch enter d trace. G dities are werghted by Y-year
moang averages of irpocts into industriahized countres.
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