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Summary

1. With the debate in the Bundestag on the Governmant's Annual
Economic Report came revised Govarnmant projections of growth in real
GHF of around 2% in 1987. Unemployment is expected to fall only
Eléghtly to 2.2 million (9%) and inflation is forecast teo avaraga

2. Theare is uncertainty over the some of the componants of growth.
Construction activity dreppad 24% in March and expectations arsa weak.
Investment in machinery’ and egquipment low with new orders in tha
capital goods sector in March falling by 7.5% over & vear earlier.
Ovarall domestic new orders fell by 3% in March while foreign new
orders also weakened by 2%. Provisional production figures show a 3%
fall in March over a year gearlier.

3. BSeasonally adjusted unemployment rose in April by 30,000 ovar
March to 2.231 million (8.8%) but remained below the figure of 2.244
million im April last y€éAY, The head of the Federal Labour Office
warnad of a pausea in the improvement in the labour market and
speculated that unamployment will remain above 2.15 million this
Year.

4. The Federal Financae Ministar has rasisted calls to bring forward
the tax reduction programme and also reiterated the Government's
intention to continue its policy of reducing the tax burden while
maintaining budgetary consolidation. The Federal budgat deficit is
expected to grow to something over DM 30 billion in 1990 before
falling again. Tax cuts with a net value of DM 44.4 billion in the
pericd to 1990 will be financed by adjustments to speclal tax reliefs
and increases in certain consumption taxes. Working Group on Tax
Revenue estimated that General Govermment tax recaipts in 1587 will
ba DM 5.8 billion lower than expacted at DM 4€8.5 billion. Estimates
to 1551 also scaled down.

5. Current account surplus in March totalled DM 8.8 billien, ovar
twice that in March last year. The March visible trades surplus was
DM 10 billion to bring the provisional total for the first quarter to
DM 27.8 billion, up from last year's figure of DM 22.6 billion.
Exports in March fell 2% month on month while imports rose by 4.5%.
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