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Trade Balance 

Four Ducks in a Row   
 The trade balance in February was a $3.6bn surplus, a massive improvement on the $1.5bn 

surplus in January.  The last four months have recorded sizeable surpluses, averaging $2.8bn per 
month. 

 Export values rebounded 1.5% in February. On a year ago, exports are up a solid 29.6%, and 
reflect the strong rebound in commodity prices since early 2016. 

 Imports weakened sharply in February, declining 5.3%. The weakness was mostly driven by a 
large decline in consumption-goods imports. Combined with the weak retail spending data 
yesterday, it suggests that the firm consumer spending growth in the December quarter is 
unlikely to have continued into early 2017.  

 Sizeable surpluses in coming months are in doubt given that iron ore and coal prices have 
retreated from their highs. We will likely see some temporary impact from the recent Cyclone 
Debbie on exports, mostly coal & agricultural exports, although it is still too early to quantify the 
extent of the disruptions.  That said, prices remain well above their recent lows in early 2016, 
and volumes should continue to be strong over the course of the year. 
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The trade balance in February was a $3.6bn surplus, a massive improvement on the $1.5bn surplus 
in January. The better result did not come as a complete surprise, although it was much larger 
than the $1.9bn estimated by consensus (our forecast was at $2.4bn). January’s result was due to 
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a one-off decline in exports and an unusually strong increase in imports possibly reflecting an 
earlier than usual Chinese New Year period. 

Both exports and imports reversed in February, keeping the recent trend of strong surpluses 
intact.  Over the last four months, the surplus has averaged $2.8bn per month. It largely reflects 
the rebound in commodity prices while imports have remained weak.  

 

Exports 

Export values rebounded 1.5% in February, after a 3.4% decline in January. On a year ago, exports 
are up a solid 29.6%, and reflect the strong rebound in commodity prices since early 2016. Further 
resilience in commodity prices over February helped to prop up values in the month, although 
coking coal prices retreated. Exports of metal ores & minerals lifted 1.4% in February, as did coal, 
coke & briquettes (4.3%) after declining in January. There were also healthy gains in other 
commodity exports, including metals (excluding non-monetary gold) (6.4%), non-monetary gold 
(33.5%) and other mineral fuels (1.1%).  

Meanwhile, exports of rural goods contracted by 4.7%. Services exports continued to grow 
steadily lifting 1.1% in February and growing by 10.3% in the year.  

Imports 

Imports weakened sharply in February, declining 5.3%. It more than offset the 3.7% increase in 
January. The weakness in February was mostly driven by a large 10.1% decline in consumption-
goods imports. It was the biggest percentage monthly drop in 8 years. It suggests that the 
relatively firm consumer spending in the December quarter is unlikely to be sustained towards the 
beginning of the year. Weak retail spending data released yesterday further point to a loss of 
momentum in consumer spending. Among other categories, capital goods rose 1.3% in February, 
but machinery & industrial equipment imports, which links closely to the ABS business capex 
survey declined 2.5%.  

 

Implications 

Australia’s trade position remains comfortably in surplus and point to another very low current 
account deficit in the March quarter. Such sizeable surpluses, however, are in doubt given that 
iron ore and coal prices have retreated from their highs. We will likely see some temporary impact 
from the recent Cyclone Debbie on exports, although it is still too early to quantify the extent of 
the disruptions.  That said, prices remain well above their recent lows in early 2016, and volumes 
should continue to be strong over the course of the year.  

 

Janu Chan, Senior Economist 
Ph: 02-8253-0898 
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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. 

 
  
Any unauthorised use or dissemination is prohibited. Neither St.George Bank - A Division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 
233714 ACL 233714, nor any of Westpac's subsidiaries or affiliates shall be liable for the message if altered, changed or falsified. 
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