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Aust trade deficit falls with volume-led export
rise and import volume dip after strong H2'09
Jan trade balance -$1.176bn vs revised
-$2.174bn; Exports +1.4%, Imports -3.3%

¢ The January trade deficit was lower than expected (mkt Balance on goods & services
$1.6bn), down $998mn to $1.176bn (lowest since Jun-09).
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* Exports rose 1.4% after a 4.0% rise previously, sufficient o o
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to reinstate an uptrend at its strongest pace since Oct-
08. With the RBA AUD commodity price index flat in the Exports of goods & serv. 19,868 20,146 14 -13.4
month, the rise was volume driven, building on the 1.7%qtr
rise in Q4 export volumes. The rise was exaggerated by Imports of goods & serv. 22042 21323 33 -64
a jump in volatile non-monetary gold, but the detail also Balance on goods & serv. 2174 ~1176 _ _

implied solid non-rural volumes gains (values +1.1%,
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reinstating an uptrend, RBA non-rural price index -0.1%).

* Imports fell 3.3% (vs +5.8% prev) slowing their uptrend Deficit down: vol-led X rise & M vol pullback
to a pace now equal to the export uptrend (+0.5%mth),
seeing the trend deficit stabilise. A 1.2% AUD/USD rise 30 AUDbN AUDbn
would have dented prices, but the larger fall in values = Trade balance (rhs) —Exports (Ihs) —Imports (Ihs)

implies a pullback in volumes after their 7.7%qtr Q4 jump.
Weakness in non-monetary gold weighed, but consumption
goods rose 2.5% halting their downtrend, and capital goods
fell only 0.8% (vs +6.3% prev) continuing a solid uptrend.

* The implied non-rural export volume gains and pullback in
import volumes in the 1st month of 2010Q1 give prospects
of a marked improvement in the net export GDP growth
contribution in 2010Q1 after their 1.3ppt detraction in

2009Q4. Our forecast for Q1 is a detraction of 0.4ppts. 0
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The trade deficit was below consensus ($1.6bn) in January, down

I fell 3.3% af 8% ri i \ ing thei
$998mn to $1.176bn, the lowest since Jun-09, halting its uptrend. mports fell 3.3% after a 5.8% rise previously, slowing their

uptrend to +0.5%mth from +0.7%, the slowest pace since Aug-
09. As with exports, their movement was also exaggerated by

Exports were exaggerated by a 15.5% rebound (vs —4.1% prev) in
P g6 y > ( 6 prev) volatility in the non-monetary gold component (-47.2% vs

volatile non-monetary gold, but detail also suggested encouraging o o X o
non-rural volumes growth. Total exports rose 1.4% after a 4.0% +50.8% prev). Still, in aggregate, V\,’h'le a1.2% rise in the AUD/
rise previously, sufficient to reinstate an uptrend at its fastest pace USD would have'dehted import prices, the scale of the fall
since Oct-08 (+0.5%mth vs +0.3% prev, revised from -0.2%). in import values |nd|cate§ a pullback in volumes after.a very
In aggregate, with the RBA AUD commodity price index flat in stror}g 2009|—!2. Meanw}hlle, the detail remained cons!stent with
the month, this suggests the rise in export values was all volume contlnuid solid domistlc demahd growth..gonsumptlon go'ods.
driven, an encouraging start for 2010Q1 building upon the 1.7%qtr rose.2.5 % after a 1.6% fall previously, sufficient to halt t.helr price-
rise in 2009Q4 export volumes. Rural exports fell 1.7% after a led f(|)ve mon.th downtrend (flat%moth vs -0.1% prev, reylseq from
8.0% jump previously, but have trended higher for two months _O'E A’) Capital goods fell c.>nly70.8A> after a tax-lncentNe-lr;duced
(latest trend 1.3%mth). The $36mn fall in rural exports was led by 6.3% jump prewogsly, leaving in place a 50[",1 uptrend (+1'1,/°mth
a $87mn fall in "other rural", offset by a $54mn rise in cereals. vs +1.2% prev, revised from 9.7%). Intermediate and o_ther imports
fell 6.6% (vs +11.2% prev) driven by a volume-led fall in fuels.
Non-rural exports saw their 2nd straight rise, up 1.1% after a
5.5% rise previously, also sufficient to reinstate an uptrend at its
strongest pace since Oct-08 (+0.4%mth vs +0.2% prev, revised
from —0.4%). The January rise also looks volume driven, with
a 0.1% fall in the RBA AUD non-rural commodity price index
implying backed out volumes growth of over 1%mth. The $130mn
rise in non-rural export values was led by a $239mn rise in metals
ores & minerals, with a partially offsetting $94mn fall in coal.

With the trade deficit down sharply in the first month of 2010Q1
($1.176bn vs 2009Q4 avg $1.960bn), encouraging implied non-
rural led export volume gains and an implied fall in import volumes,
prospects look good for a marked improvement in the net exports
GDP growth contribution in 2010Q1 after the 2009Q4 1.3ppt
detraction. Our preliminary Q1 forecast is a 0.4ppt detraction.

Anthony Thompson, Senior Economist, ph (61-2) 8254 8039
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