DATA SNAPSHOT

Commodities drivi ng grOWth Thursday, 2 September 2010

Australia’s trade surplus narrowed to $1.9bn in Jul following a record $3.4bn in June.
The deterioration reflects a 6.0% fall in non-rural goods including iron ore and coal.
More specifically, the ABS reports a 27% decline in hard coking coal exports versus a
9% rise last month.

We think this reflects the cut in shipments from Hay Point in Queensland due to
maintenance. Hay Point is Australia’s largest port for hard coal and shipments there
fell by 24% in July.

This means this smaller surplus will probably be short lived. Although maintenance at
the port is expected to continue into August this is to improve capacity. Demand for
commodities remains very strong with over 50 ships queuing at Dalrymple Bay alone.
Dalrymple Bay is part of Hay Point.

Australian should continue to experience large trade surpluses for some time due to
the record prices being paid for iron ore and coal. In time this will be followed with
increasing record volumes. To this the ABS has produced a valuable table in this
month’s report and which is reproduced below. It compares prices for iron ore and
coal.

Note the large percentage increase in prices in April and May signalling new quarterly
and annual contracts. Here prices for iron ore increased by roughly 40%, while coal
depending on its quality ,rose between 3 and 28%.

Futures prices as well as news reports suggest contract prices for iron ore, as well as
coal (not all coal is quarterly) rose even further in September. Futures prices are also
suggesting that prices may moderate in December.

The table shows volumes are slightly more volatile reflecting various bottlenecks. In
March for instance coal exports were disrupted by floods in Queensland - hard coking
coal dropped 26%, semi-soft 14% and bituminous 16%.

While there have been various reports of softening demand from China, the pressure
to increase capacity in Queensland and NSW has not eased and is unlikely to do so
while there are a large number of ships lining up at ports and mining companies are
earning above-normal profits.
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Australia’s trade surplus narrowed to $1.888bn in Jul. It follows a $3.438bn surplus in June.
The trade balance has been in surplus since April 2010. The shift to surplus is a measure of
the commodity boom and the record improvement in the Terms of Trade. The contribution
from the exports was clearly seen in yesterday’s second quarter GDP.

The ABS reports exports goods and services fell $1.191b (4%) to $25.395b. This includes a
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contraction in non-rural goods of $1.076b (6%). Non-monetary gold fell $0.219b (15%).
Rural goods rose $0.113b (5%). Services credits fell $15m.

Meanwhile imports of goods and services debits rose $0.359b (2%) to $23.507b.
Intermediate and other merchandise goods increased $0.698b (9%) while capital goods
expanded $4m. The ABS said the purchase of six new Super Hornet fighter aircraft for the
Royal Australian Air Force added $477 million to imports. Non-monetary gold fell $0.269b
(44%) and consumption goods fell $64m (1%). Services debits fell $Im.

2010 Feb Mar Apr May Jun Jul
%
IRON ORE
Lump
Volumes -8 12 -9 5 -3 2
Price 17 -2 42 9 6 np
Fines
Volumes -9 7 5 -3 10 -7
Price 16 - 38 13 5 np
COAL
Hard coking
Volumes -26 1 41 2 9 =27
Price 4 5 12 13 5 np
Semi-soft
Volumes -14 -7 15 11 -2 -1
Price 2 -3 28 20 9 np
Bituminous
Volumes -16 -4 22 -9 15 3
Price 4 -1 3 12 4 np

np - not available for publication

Kate King, Senior Economist
Ph: (02) 9320-5892
Email: kingk@stgeorge.com.au
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St.George Contact Listing

Economics & Strategy:

Chief Economist Justin Smirk smirk@stgeorge.com.au (02) 9320 5854
Senior Economist Josephine Heffernan heffernanj@stgeorge.com.au  (02) 9320 5751
Senior Economist Kate King kingk@stgeorge.com.au (02) 9320 5892
Market Economist Amanda Tan tanam@stgeorge.com.au (02) 9320 5816
Chief Economist Besa Deda dedab@stgeorge.com.au (02) 9320 5854

(on maternity leave)

The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in
Australia. The information may not comply with the laws of another jurisdiction. The Information is general in
nature and does not take into account the particular investment objectives or financial situation of any potential
reader. It does not constitute, and should not be relied on as, financial or investment advice or recommendations
(expressed or implied) and is not an invitation to take up securities or other financial products or services. No
decision should be made on the basis of the Information without first seeking expert financial advice. For persons
with whom St. George has a contract to supply Information, the supply of the Information is made under that
contract and St. George's agreed terms of supply apply. St. George does not represent or guarantee that the
Information is accurate or free from errors or omissions and St. George disclaims any duty of care in relation to the
Information and liability for any reliance on investment decisions made using the Information. The Information is
subject to change. Terms, conditions and any fees apply to St. George products and details are available. St. George
or its officers, agents or employees (including persons involved in preparation of the Information) may have
financial interests in the markets discussed in the Information. St.George owns copyright in the Information unless
otherwise indicated. The Information should not be reproduced, distributed, linked or transmitted without the
written consent of St. George.
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