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FRG ECONOMY

SUMMARY

1. Beal GNP crowth of 4% in 1989, highest since 1979. Growth

led by exports and capital investment. Government confident of
over 3% growth in 1990. (parsaii and 1)

2. 1989 tax zevenue up by 9 7% Net borrowing reguirsment
falls to lowest level for 15 years. (pamid)

3. Unemplovment back above 2 million in December. Rasattlers

placing strain on labour market. The 1950 wage round has begun on

an encouraging note, the the main sectors have vet to settle.
{(parss 14 nad 15)

4. Industrial confidence remains buoyant. Incoming orders and

coutput maintain upward trend. Construction secter output
reflects lively demand. (parmsiéiols)

- B lnilﬂiiﬂﬂhﬁﬂkﬂn_Iﬂ_Ehﬂi in January. Inflation in 1989
averaged 2. 8% after 1.3% in 1988. (pem2m

6. Eey ipnterest rates unchanged but underlying mood remains

nervous. Average bond ylield touches 5 year high at over E%. (persiD)

7. M3 growth remaips balow 5% in December, ensuring

achievement of 1389 monetary target. (pea1l)

|
8. Stock mazkets sSoar to all-time highs at turn of year but |
have since beean tempered by political uncertainties in Eastarn .
Euzope. [(pacs 15 |I

9. Becord foreign trade and currept account gurpluges in 1989, i(pam i)

10. Small improvement in FRG/UEK trade as FRG imports from the UK
cutpaca growth of exports to UE. (pars 28)
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DETAIL
GROWTH

11. Provisional GNP figures raleased on 10 January by the
Federal Statistical Office in Wiesbaden showed real GNP growth of
4% 1in 1989, the strongest increase since 1979. In nominal terms
GHPF rosa by 6.3 par cent to DM 2255bn. The flywheels of economic
growth were exports and capital investment, while both private
and Government consumption were weak. Exports grew by 10. 8 per
cant real, the highest growth rate since 1974, agalinet a &. 4 per
cent rise in imporis, pushing net exports in real terms up from
CM 51bn to DM 80. 3bn and contributing 1.7 per cent to overall GHP
growth. The buoyant econcomy alsc fuelled investment, leading to
a2 9.1 per cant rise in machinery and eguipment investment and a
5.2 per cent rise in building investment. The investment ratio
climbed to 21.3%, its highest level since 1981, Private
consumption growth was digsappointing at only 1. 6% after 2.7% in
1988, while government consumption actually declimed by 0. 8%, the
first fall gipce 1973, Overall domestic demand rose by 5. 3%
nominal, 2.3% real. With import prices rising by 5% and export
prices by 2. 8%, the Terms of Trade worsened for the first time
gince 1384, MNational income rose by 5.7% to DM 1745bn with wages
and salaries income rising by 4. 5%, santrepreneurial and property
income by £.3% The proportion of wagee and salaries income as a
percentage of national lncome fell to 67. 4% compared with 74. 4%

in 1981,

GNP ANNUAL GROWTH (real)
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INFO IMMEDIATE MODUK, UKDEL NATO, UKDEL VIENNA

INFO ROUTINE WASHINGTON, PARIS, ROME, MADRID, CICC GERMANTY
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FOP STATEMENT ON DEFENCE FOLTCY

1. AFTER A MEETING TD DISCUSS A PABTY ELECTION PROGRAMME, THE FDP
EXECUTIVE ON 15 JANUARY ISSUED THE FOLLOWING STATEMENT:

""THE FOP EXPECTS FROM THE FEDERAL GOVERNMENT NEW PROPOSALS FOR THE
FUTURE STRUCTURE AND ARMAMENT OF THE BUNDESWEHR AND THUS FOR THE
SECOND ROUND OF THE NEGOTIATIONS ON CONVENTIONAL ARMS LIMITATION.
THESE PROPOSALS SHOULD BE BROUGHT INTO THE DISCUSSIONS IN THE
ALLIANCE. THEY SHOULD BE GUIDED BY THE FOLLOWING BASIC VALUES:

AT LIMITATION OF THE ﬂQElEﬁ STRENGTH 0OF THE EUND:EHEHE T0 ABOUT

QO0. WITH AN APPROXIMATELY CONSTANT NUMBER OF PHEFESSLEHAL AN
SHORT-SERVICE SCOLDIERS THIS MEANS 4 MUCH GREATER CADERISATION OF
UNITS WHITH COULD BE RAPIDLY REINFORCED WITH RESERVISTS IN TIMES OF
CRISIS OR WAR.

(2) REDUCTION OF _BASIC MILITARY SEEELEE_J&_latgﬂﬂlﬂﬁ, COMPLEMENTED
BY AN ADEQUATE NUMBER OF MI LITARY EXERCISES.

(33 LIMITATICN DF CIVILIAN SERVICE TO 15 MONTHS.

— s p—

——

C4) BALANCED ELIMINATION OF SHORT=RANGE NUCLEAR MISSILES AND NUCLEAR
ARTILLERY ON buf"E‘DEq FRIDR ﬁEHUNElA..ﬂN OF MODERNISATION OF
TRESE WEAPDNS . =1 g ke

-,

i
(5) RENUNCIATION OF EFA. AIR DEFENCE TO BE SECURED BY CHEAPER *
ALTERNATIVES, — — M

IHESE MEASURES WILL RELEASE CONSIDERABLE FUNDS, PART OF WHICH 15
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