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SUMMARY

g The Government announced the abolition of the domastic 10%
withholding tax. The axpeacted fall in unamplo oW

2 milTTIoh did not happen, but at 2.03 million unemployment is
10% lower than a year earlisr.

2. The business climate survey for March indicated a slight
fall in confidence, but gwverall prospects remain good. New
orders increased strongly, by 3.5% compared with February.
Production levels fell in seasonally adjusted terms by 1%.
Construction output remaing strong, rising by 24. 3% on a
two-month compariscon with February and March last year.
Private consumption appears to be faltering with retail
turnover growing by only 1. 7% in real terms in Ql. Inflation
reached 3% in April.

3. Detailed foreign trade figures for 1988 reveal that T0%
of Garman axports want to westarn Eurnpaun'ﬂauntriﬂs. EC
mamber states alone accounted for DM 308. 2 billion of German
axports. Current account figuras for March indicate a rise in
the surplus to DM 9 billion. The wisible trade surplus
reached DM 1Z2.8 billion. On the eurrent account, long-term
capital outflows accelerated to DM 14.4 billion.

4. Actiwity was subdued on Garman stock markets in April May
with concern over higher interest rates and the strength of
the U5 dollar. Market interest rates have reached a new high
point, but the Cantral Bank Council left official intersst
rates unchanged at 1ts latest meeting. Money supply growth
gased in Maraoh.

DETAIL

7 The Government announced the abalition of tha domestic
withheolding tax with effect from 1 July 1989. At the same
time, thresholds for income tax on income from savings will be
doubled, the amendment to be back-dated to 1 January 1539,
The necessary legislation received its first reading in the
Bundestag (lower housa) on 12 May. The Federal Finance
Minister annouasced that the short-fall in public sector
revenue from abolition of the tax will be compensated for by
higher than expected tax receipts this year. The latest
agsesgment by the working group on tax estimates suggested
that revenue will ba DM &,1 billion higher than expected
bacause of strong economic activity.




LABOUR AND SOCIAL AFFAIRS

& The much heralded fall in unemployment to below 2 milligno
failad to materialise in April. The number of people out of work
fall by 143,100 (7%) to 2,035, 100 with the unemployment rate
declining to 7.9% from 3. 4% Compared with a year earlier there
are now 226, 600 or 10% fewer people unemployed. According to
Franke, President of the Federal Labgur Institute, the lower than
expected fall in unemployment in April was above all dus to the
favourable develgpment in the esarlier months of the year when
fewar people than usual had been laid off. The slight increase 1in
the seasgnally adjusted figure was alsc & reflectiom of this. The
fall below 2 million has now bean confidently predicted for May.
Provigional figures on employment for March show a rise on a year
garlier of 286,000
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