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The Prebisch Singer hypothesis suggested that the terms of trade of primary product dependent countries 

would worsen over time (Terms of trade are the index of export prices divided by the index of import prices).

Why might this be?

(https://en.wikipedia.org/wiki/Prebisch%E2%80%93Singer_hypothesis)

The chart below shows the prices of commodity prices relative to the price of manufactured goods up until 

2005.
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Evolution of relative primary commodity prices

https://en.wikipedia.org/wiki/Prebisch%E2%80%93Singer_hypothesis
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Questions

1.	 What are the trends since 1900 – what does this suggest about the Prebisch-Singer hypothesis?

2.	 What are the implications for primary product dependent countries?

3.	 What should they do?

4.	 What are the implications of the period from 2005 onwards for PPD dependent countries?

211.9

Sep 2011 - Aug 2016: -186.070 (-45.61%)

Description: Commodity Price Index, 2005 = 100, includes both Fual and Non-Fuel Prices indicies
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