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Summg

World output of nitural rubher inereaced considerably in 1973.

a8 charp risce in prices bronght incicoused tapping 4n all pPreaucing
oounlries, Demarnd was atrong;  martly as a result of vnocertain cupply
conditionn for synthstic ruiher due to the developnant of the energy
ori:is in the recond half of the years  The volume of tyade was
substantially bigher, but, lorgely an a yesult of the strony rise

in prices, expowt carrings from natural rubber wore moyw than double
thoze of 1973,

Pricas are cxpectod t0 romain fivw in 1974, although at levels
bolow the extremely high enos which prevailed in 1973y primarialy her~c~n
of continuing uncertain supply conditions for myntheiic rubber. The
eneryy orisin will, however, probably adversely offoet dowmand for
olastomers, although the bulk of the lous is likely to be abeorbed
by mynthetic yubber, and a reduction in the lattor's portion of total
elaustomer demand is expected for the firat time in many years. The
longer-term relationship between matuml rubber and synthetic yubber
will depend to o coasiderable extent on the davalopment of the market
for pat-oleum products and its ~ffect on the cost atructure of synthotic
Tubber and the recondary effect on the structure cf ovemll clastomor
demand, In this context the ability of natural rubber producors to
provide adequate supplies ot fully competitive prices will bo crucial,

Sharp incrcavnns 3in patural rubber prodvetion in 1973

Horld production of natural rubbsr inorcased siguificantly (by
;7 11 percent) in 1973 for tha first ti<w mince 1969. Papidly xiuing pricos
g on world mairkets was the dominant influence: they resultnd in un fnercassd
rate of tapping in virtually all producing cowrtries and o wider use of
athrel stimilants. Tho incyeage in output from Halaysian stallholdings,
whor tuining yas repovied to have Yacn soluaed v 1372 =2~ of low

prices, wns prticularly large - one-thind rore tnan Lho previouu yeury,
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Output ipn Thai lang and India §. also estimited tn have increaged
mlbstunthlly. Even ip Indone:;iet, where t),. Porribi lity of raising
production ig reportedly limiteq beocause of the loy ratg of rc-pl.:nting over
the lany decade, ang in op§ Lirka, where litical difficultiop had been
exercising a depmns:ing offect o producting,, outrut 44 cotimited 4o have
incrca.ned, in some arey; 23 2 result of excessive tapping and cheniecal
tiimlation, Among the amllcy broducing countrics, tou, price yag the
domining influence in Yiotny, the dacling im output guem. to have been
stemmed, 315, &8 2 result of nore nettleq politica) conditions.: in Africa,
the increane Sceme to bo Primirily que 1o highey oulput in Rige:'i«:., where the
usually heavy burden of higl, tranﬂportatiou 005t3 hag Leen offset by high
world mayket Prices ang by increa.sing donmegtic concumption,

Utilsation of both natum) and _cynthetie Tihbeyp bigher

Norld consumption of both natural ard gymthetic rubberrose wope
rapidly in 1973 than th, ‘Previons Year, the damponing effeclin of tho eherpy
crisin ruking thoty impact only in t{he Very last monthe of the year, The
utilisation of naturm] rubbery;ge by olose to 5 percent, 8lightly more than
in 1972, Fop all developed countriagy oombined, the ygie of inorease wagy
on:iy nligtbly lowor - 4 Peroent . although this continues to compare
untavnumbly With the ¢xpansion {n synthetic rubbep consumption, which ig
estimated 4o have groun by roughly 8 Percent, Thus 1973 maw o continuation
of the glow but iteady dowmwang trend iy natu) rubber's ghape of total
clantomep coniumption, 1, the Initeq States, however, by far the largeat
single oonnuming country, acoouniing for 20 pereont of worid natum] Tubber
utilization, the uge of natupa) rubber rosme more mmpidiy than that of
synthetic Tubber for the sacond yoar in 4 rov. This refloots the oon=-
tinuing thift 4o rodia) tires,uhieh consure some 10 o 15 percent mope
naturel mhbep than standayq blag-ply tires, Ty, in the Uniteq States,
wWhieh currently has the lowesgt pProportion of natum] rubber 1o total
elastomoy cohswnption, the past two Years have geen an incmie in thig
Prorortion fron 21,5 nopennt in 1971 4o 22.2 rercent in 1973, Althongh
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Burope, on the other hund, the consumption of natural ruhber rerained
wnchansed agzin in 1973, the further decline in Tialis ntiliration

(10 percent ) fully offsetting small in-rcasnes which occurand in some othor
countriers 1In boih Ttaly and the United Fingdom, the effect of contiming
depresncd economic conditions wic accentuited by Lhe miners'sirike in the
latter country and in both by the inpuct of thu petroleum ornis towards
the end of the yoar., Tn Janan amd Germany, the utilization of naturel
rubber oom.inuou to increasc (hy 7 and 15 perc.nt, recpectivuly) dut

stdll At & wuoh louer rate than that of synthetic yubber (19 and

16 percent, re:nectively),

The repid expanrion in Japanenc synthetic rubher production and
consunption has, in fact, been subjoct to meriour criticinm by the matural
rbher producing countries during the past Year or so. late in 1973
& miniasterial meting of ASEAN countries agreod that a "forum" would be
eotadlished in which the dizlogue between ASEAN mombers and Jepan on the
question of synthotic rudbber would be continued, Although no precise
oonoessions appear to have been made in this respoct dospite soveral
maetings, discussions were continuing in an attemp to vonvince Japan to
"harmonize” ith production so as not to create dislocations in the sconomics
of matural rubber producing countries,

Among the developing countries, the largest consumer, India, strongly
inoroased its utilization of natuml rubber in 1973 owing principally to
the contiiwous growth in itn dewand for tires. For all devoloping countrice
oombined, however, utilization of synthatic rubber increased tha~ply as
fwports for domastic manufacturing industry were increased and production
began or vas cxpanded in several countries. In the centrally planned
ocowmtries, nature) rubber utilization is estimated to have remainod unchanged
1o 1974, apparenily as A yosult of a further expansion in aynthetic rudber
produotion in line with the estadlished policy of reducing ruturel rubber's
m';nioa of total olastomexr consumption,




Sharp rine in ttorks

Horld sto« <: of natural rubber ar catimated 1o have risen
subntantially in 1973, with the princiml innyenses regintured in
the centrally plamed countrien, in Jap.r (wnore heavy buying duc to
currency unceriain.ties was reporied to be a key factor), and to a lesser
extont in the United Stateu. Stocks aflout and in trereit were also
subntantially lareere, primaridly boeavse of Mnkering difficulitos which
doveloped in mont cowntries towands the c¢nd of 1973, the abwdant stocks of
natuml] rubber proved to be cne of the fuw reangaring features of the
elagtoner market situation.

 Dimposmalr from tmited States Goverynmunt strutegic ntocks amounted teo
some 67 000 tons in 197 3y almont 20 percent more than tho previens year,
In July, the Govervmont announced an incroase in-the rate of releany, to
10 000 long tons per month, o doubling of the previoun rate, bdut actual
sales did not appruach 1his lovel until the last quarter of the year, With
world market pgices at record levels, hovevar, releases from.the stmateglo
slockpilo are not ut preacnt the subject of concarn thdt they have oftem
been in tho pant.

Signifieant inc-eare in tyede, prices rad export aarminer

World triude exranded considerably in 1973 for the firet tim: in
~everal yoars, reflccting increased shipnants from most producing
sountries and larger purshares by most conzumers, Pert of thin inorease
.n importe went into stocks in consmming cowrtrics, hovever, and the
growth in utilization was far cmaller, The value of nitural rudbbor
cxporis wore almost or more than double the amounts realized in 1972,
vith largo venufits accruing to all producing countries, The value of
thlaysisn oxports of naturel Tubber, which account for some 30 perosnt
of thuir total expori earnings, wore than doublsd, and in April the
Goverunent amnunced that a new expont surcharge would be imnomad jin

an atieupd to abiory excoss Uypudity,
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Althoarh the inew e in sarnines wae in part dus 1o a larger
volume of =hipucnts, the most iaporiot factor y far wic the sharp
rise in the overyuse peice reccived,  Friner roved from the 22-ycar low
reachrd dn £pril '9/!2 to an all—iine high in Jonuary 1974, with an
almost wainterrupted upwind movoman during moat of 1975, Tha yasult
wal an evercre loevel of prices almos?t dewble 4.4 of 1912, VWhile the
rise in pricer dvving carly 197 rioultad princi pally from o low level
of stodl:s, and a tight nhovletcrn r-;ui';;,Iy/d(r.-u.nrl =ituniion, uecontuatcd
by uncertain voneiury condiiion:, the second balf of the yoa'lr way
inflvenced ctrongiy by  the proving diffienltie in vor)d petrochemical
maykets, licing pricce and short cupplies of synthetie ralber and the
feodstockn fom which they are manufuctured; inercased parchases of
mturnl xubber by conuuming countrinu (mrticu.larly Japan, China and
the USSR which together increased their porchises from Milaysia by
some 50 parcent); and heavy spaculviive bying due to curroricy unceriain-
tien, the disturbances in the Niddle Eust, and widespread apprehension
over the effect of the oil crisis on synthetic rabber, all contributed to
bring priccs on ihe london market to iho avempre January 1974 peak level
of £ 542.~ por metric ton., This comparcd to £ 213,=- ‘mr métric. ton in
Januayy 1972 &nd the low of £ 122, per metric ton in April 1972. February
and March of 1974 witncsoced some decline in prices, principally duc to a
low level of physical ofitake (stocks in connumar couniries were high
and demand was roporied to have been oul baek csharply as a result of the
shortag of oil and reduced automobile produelion ; combined witn a heavy
liguidation of paper holdings. This fall scems to hove boen stemmed ,
however, and prices have beer maintained at £ 330 « 350.~ per metric ton
throughout most of April and My,

Short ond =3 {undeym ot leok

World supply of natural rubber iz likely to rise in 1974, although
the extent of the incrense will depend on the degree to which prices are
rdntaine? aty or slacn 4o, romront Yeoeele, Ozt de Mileyata econtinued

to expand at 2 record rate during thr early moribs of 1974 and, civen

ito excellont base of replanted and now ace coring inlo beaving

(83 J
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thir country is apgain expocted to provide the mlk of the inercarnd
supplien during the remiinder of the currert year., As in provious
Years, the lack of part smllliolder replantinz will limit any increane
in Indouesian output of the rclativaly small estate sector, though if
prices aro mintained at the high 1974 leval, some further increase
in output from smallholdings may ywertheless hs forthcoming.

The oullook for demond for natuml rubber in 1974 is, at mid-year, still
hhly uncertain, Overcll elactomer consumption in, for the first time in
fiftoen yeara, unlikely to incmase ani may cven decline slightly as a
reoult of the impact of the 0il crisis on peneynl economic conditions
and on automobile production im particular. $ales figures for the
first quarter of 1974 indicats a decline of 20 -~ ¥ percent in come
countrien, and in the United States - whore males were reported to
be 50 percent below tho previous year's level -~ a rdution of 15 - X
percent in automobile ouiput is envisaged, Similar porcentage falls
in output are forecast in other major automobile producing countries,

In addition to the markot for original equipmont, morvover, the demand.

for replacemont tyros may also be affooted bocause of the inoreased

price of gsoline in most countries and its scarcity in the United

States is expected to rcduce the mileage travelled. Since demand in

the tyre and tyre products sector accounts for one half to two tHMrds of total
elastomer consumption in most developed countries, a considorable fall in

4 total elastomor comsumption could result, u

Prospeots for natural rubber are, howsver, somewhat more positive,
Although overell tire produotion is 1likely to be lower, the output of
radial, bus and trmotor, and heavy equipment (off-road) tyres, 211 of
which une proportionally more maturzil rubber, is likely to continue
to increase, In the Uniied States, in partioular, mdial tyres are
expsoted to increase their share of the mriet from porcert in 1973
to percent in 1974, Yoreover, difficulties in obtaininz supplies
of aynthetic rabber are likely to cxure gome consumewrs <o tumn to
naturel rubbor which, am has taon indicated earlicr, is likely to be
resdily available. In sumary, therefore, a deciine in elastomer

consumption, if 4t ocours, is likely to affect synthetie rulbar
almost entirely, whoreas the utilisation of natural rubber should de
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an large if not larger than the previous Year.

Becausc of the nmignificant increase in natuml rubber prices
during the pericd since the 0il crisis began, the improvement of
" matural rubber's competitive posilion hig oo far bheen largely due
to shortages of supplier of mynthetic rubber, rather than to any
advantage in terms of price. For, 1lthough thers weienotable
inereaces irn prices of .yntheiic rubber betwoen Saptomber 1973 and
Janwary 1974 - these are reported to amount to at leart 30 percent
or considerably more in western Furope and up 1o 50 porcent for soms
. types in Japan - this sime period saw in increase of almost 50 porcent
in london spot prices for SS9 1.

8ince January, howevor, natural rubber prices have fallen, with
the overnll rige betwuen September 1973 and March 1974 amounting to
only 12 porcent. Although no now increases in synthetic rubber
prices have rccently hecn announced, there is no reason to expect
thea to be reduced in the near future. 'This means that if natural
rubber prices are maintained at or below their Maroh lavels - as
is expected ~ incentive my cxist for consumer to uwitch’ from
gmthetic to njturel rubbor for reasons of price, as well as availe
Qbilify vf oupply.

Over the longor term, the need remains .. miintain intemational
prices of naturul rubbor at lowvel : which ars fully ompetitive with
~ 4ts main synthetic substitutes and to onsure thai supplies are readily
available to consumcrs. While the racont high levels of prices provided
some valuable short-run gains in export eamings for natural rubber
produoing countries, and in income for the producers th emsclves, the
long-tem competitive positien >f natuml rubber is best served by the
stabilization of prices at levels which are fully competitive with
synthetic rubber but which ensure a rearonable incoue to producers (see
PO Commodity Roview and Outlook, 1972-73). Developments during 1973
Mave decn ercouraging in that the yise in the basic cost of production
of syntheiic rubber duc to the increase in orudc oil prices would scem
to confimm the widoly hold beliof that, while groat potential etill
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exintu for further miuction in the costy of prodnction of

natural rubder, synthotic rubber han clearly emar;ed from the
poriod in which held true,

Hew polivy maams in Miloyria

Although intormational artion directed towards ntabilising

prices at competitive levets and cnouring a continuous flow of

eupplios at such prices is at1)1 at a preliminary ntage of disouseion
am atudy, nation:l aclion by the major producing country has been
connidesadble during the year undsr review. %The varioun Malaysian
inetitutions dealing with mtural yubber have been extennively ro-
organised, with a viaw to effocting further improvemonts in small-

M lder productivity and rationalizaing the systom of marketing and
uliﬁbntion, hoth areas which will Provide ensential support to any
aotion oventually taken in the field of price stabilisation, Among
2380 are the extension of the technical amsistance programs of the
Mabber Msmarch Inntitute from poninsvlar Malaysia to Sabah and Saremk,.
where tho bulk of the rubber iw on ssallholdingn; the ‘creation of the
Rabber Industyy Smallholdors' Developaent Authority (RI3D4), te enmuse
$hat the denefite of efforts in the fiold of rosearch, extonsion, oredit,
precessing and mrkeling reach the wallholder sector, and the recent
(sarly 1974) alloeation to RTsDA of Mlaysian § 1.5 tillion o previde
smallhelders with credit for purchasi ng fortiliser, ethrel stimlants,
and planting materials; the oroation of the Milaysian Rubber Ixchenge
Liosnsing Board ae an integral part of lalaysia's attempts to shift

the min terainal mrket froa Singapore to Kuals Lumpur te support $hig
shift measures such as the enlargement of Mort Klang shipping faeilities,
improvements in local telecommunicationa systema, and an casing of
oredit facilities to local dealern have boen deoided, Finally,
Srrangraents are being developed by tho Malaysian Mubdey, Dovelepment
‘Corposation, the orvanisation bandling the precessing of amallheldey
relber into technically specified varietien, to et up atoeks ia

ssnsweing coumtrios in an aticmpt Lo moet the imosdiate roqui rements
of rubber mamufacturors, '
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m&cmﬂinml Poli & 4 .bc__c_g sionm

At the intemational lavel, limited approachen in the area of
prioe ctabiliraiion arrangements have begn in the forw of dialogwen
within the Intemational Rubber Study Group and the Asuociation of
Matural Rubber Producing Contries (AFFC), but no concrete results :
are yot forfroming, e ANRPC also ha: under con';id.ention the entadlishmont
of & joint regional mrketing scheme and an internationa) network of stockn,
Wt as yet both aro siill in the stage of study., For the morent, thercfore,
1t would aeem thut interrational action in given l:ra priority compared
Yo activitios at ihe national level, ulihouch the latter, if widely sproad
and woll co-ordinaied among produeing countries, can be envisaged as
laying the necossary groundwork in the form of improved production and
-marketing for cventual Joint actlion, ) ‘
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