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BALANCE OF PAYMENTS, AUSTRALIA, DECEMBER 1994

MAIN FEATURES

Estimates of the main balance of payments aggregates for December 1994 and the three preceding months are shown below,
These estimates are preliminary and subject to revision. Particular care should be taken in interpreting month-to-
month movements, as indicated in the note on page 7 on Reliability of Contemporary Trend Estimates and in paragraph
4 of the Explanatory Notes on page 15. Certain items have been estimated using extrapolation techniques until source
data become available.

1994-95 Jul-Dec
Sept Oct Nov Dec 1993-94 1994-95 Change(a)
$ million $ million %
Noz seasonally adjusted
Balance on current account -2,484 -1,82% -2284 -1531 -8,335 -12,781 -53
Balance on merchandise trade ~ 785 -518 -954 -458 -773 -4698 -508
Net services —-429 -83 ~73 26 - 685 - 964 — 41
Net income -1284 -1308 -1320 —-1,162 -7,151 -17451 -4
Net unrcquited transfers 14 80 63 63 274 332 21
Official capital 761 2,939 3,891 1,537 5,872 11,274 92
Non—official capital plus balancing item 1,723 - LI10 - 1,607 -6 2.463 1,507 -39
Seasonally adjusted
Balance on current account -1,8%0 ~1,572 -2,039 —2,386 - v -
Balance on merchandise rade — 464 - 321 -565 1,231 . . -
Net services : - 130 -42 - 189 - 57 - . .
Net income -1270 -1268 -1,347 -1,163 - .
Nct unrequited transfers - 26 59 62 63
3US exchange rate {per unit of SA}b) 0.7414  0.7382 0.753% 0.7740
Trade weighted index (base May 1970 = 100)(b) 53.6 53.1 54.3 56.2

(2) For current secount aggregates a minus sign means an increase in a deficit or a reduction in a surplus and an absence of sign means a decrease in a
deficit or an increase in a surplus. (b} Period averages.

In seasonally adjusted terms, the current account deficit for . .
. i GRAPI 1: BALANCE ON CURRENT ACCOUNT
December increased $347 million, or 17 per cent, to $2,386

million, the largest monthly current account deficit on record. 1991 1992 1993 1994

M
The increase in the deficit was cansed by an increase of $666 -0
million (118 per cent} in the merchandise trade deficit (mer-
chandise exports fell 5 per cent, while merchandise imports
rose 6 per cent).
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Partly offsetting the movement in merchandise trade was a
decrease of $132 million (70 per cent) in the net services
deficit; a decrcase of $184 million (14 per cent) in the net
income deficit; and an increase of $3 million (5 per cent) in
the net unrequited transfers surplus.

The provisional trend estimate for the December current ac-
count deficit was $2,113 million, up $81 million, or 4 per cent,
on the provisional trend estimate for November., __ Sessonally Adjusied 4 L 2,400

... Trend Estimate

$ million

INQUIRIES = for further information about these and related unpublished statistics, contact Mr Neil Batty on Canberra (06)
252 6689 or Mr Gracme Groves on Canberra (06) 252 5540, or any ABS State office.
« for information about other ABS statistics and services please refer to the back page of this publication.




ANALYSIS OF SELECTED MAJOR AGGREGATES

December 1994 compared with November 1994

Batlance on goods and services
The seasonally adjusted balance on goods and services

recorded a deficit of $1,288 million, an increase of $534
million on the deficit recorded in November.

GRAPH 2: BALANCE ON GOODS AND SERVICES
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Balance on merchandise rade
The seasonally adjusted balance on werchandise trade

recorded a deficit of $1,231 million, an increase of $666
million on the deficit recorded in November.

GRAPH 3: BALANCE ON MERCHANDISE TRADE
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Merchandise exports
Seasonally adjusted exports fo.b. fell $280 million, or 5
per cent, to $5,203 million. Rural exports fell $263 million,

or 15 per cent, to $1,483 million. Noa-rural exports fell
$17 million to $3,720 miltion.

GRAPH 4 MERCHANDISE - EXPORTS F.0.B.
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In original terms, exports fell $260 million, or 5 per cent,
to $5,460 million,

Rural exports, in original terms, fell $222 million, or 12 per
cent to $1,572 million. Decreases were recorded in:

» meat, down $99 million or 28 per cent (due mainly to
decreased volumes of beef and veal exports);

- sugar, down $87 million or 43 per cent (due mainly to
decreased volumes of cane sugar exports);

«  wool, down $28 million or 6 per cent; and
» cereals, down $20 million or 10 per cent.

The only component to record an increase was "other” rural
exports, up $12 million or 2 per cent.

Non-rural exports, in original terms, fell $38 million, or 1
per cent, o $3,888 million. The most significant decreases
were recorded in:

«  gold, down $54 million or 13 per cent (due mainly to
decrcased volumes of exports);

« "other” mineral fuels, down $24 million or 7 per cent;
and

« coal, coke and briquetics, down $24 million or 4 per
cent (due mainly to decreased volumes of coal exports).

The most significant increases were recorded in machinery,
up $38 million, or 7 per cent, and transport equipment, up
$17 million or 10 per cent.



Merchandise imports

Seasonally adjusted imports f.0.b. rose $386 million, or 6
per cent, to $6,434 million. Consumption goods rose $31
million, or 2 per cent, to $1,636 million. Capital goods
rose $415 million, or 28 per cent, to $1,872 million. fnter-
mediate and other goods fell $60 million, or 2 per cent, to
$2,926 million.

GRAPH 5: MERCHANDISE - IMPORTS F.O.B.
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In original terms, imports fell $756 million, or 11 per cent,
to $5,918 million.

Imports of consumption goods, in original terms, fell $283
million, or 15 per cent, to $1,558 million. The largest
decreases were recorded in:

= consumption goods nes, down $136 million or 26 per
cent (with all components recording decreases); and

+  10ys, books and leisure goods, down 365 million or 26
per cent.

Imports of capital goods, in original terms, fell $8 million
to $1,694 million. The largest decreases were recorded in:

»  telecommunications equipment, down $182 million or
59 per cent on the November figure which included a
satellite;

» machinery and industrial equipment, down $55 million
or 8 per cent; and

= capital goods nes, down $41 million or 19 per cent,

These decreases were largely offset by an increase in in-
dustrial transport equipment, up $279 million or 117 per
cent (largely due to the importation of an LNG tanker
valued at $362 million).

Imports of intermediate and other goods, in original terms,
fell $465 million, or 15 per cent, to $2,666 million.
Decreases were recorded in 12 of the 14 groups. The largest
decreases were recorded in:

»  processed industrial supplies nes, down $103 million or
14 per cent;

= parts for transport equipment, down $96 million or 22
per cent;

»  "other" parts for capital goods, down $71 million or 14
per cent; and

« textile yarn and fabrics, down $50 million or 26 per
cent.

The largest increase was recorded in fuels and lubricants, up
$27 million or 13 per cent (largely due to increased imports
of crude petroleum).

Net services

The seasonally adjusted net services deficit feli $132 mil-
lion, or 70 per cent, to $57 million. Services credits rose
$69 wmillion (4 per cent), while scrvices debits fell $63 mil-
lion (4 per cent).

Net income

The seasonally adjusted net income deficit fell $184 mil-
lion, or 14 per cent, to $1,163 million. Income credits rose
$8 million, or 2 per cent, while income debits felt $176 mil-
lion or 9 per cent It should be noted that, in accordance
with established methodolegy, the monthly estimates of the
non-official sector for October, November and December
1994, are based on extrapolations of quarterly results
divided by three. These extrapolations will be replaced by
preliminary results from the December quarter 1994 ABS
Survey of Foreign Investment (SFI) when these results be-
come available. Prcliminary results should be available in
time for incorporation in the January 1995 issue of this pub-
lication, scheduled for release on 1 March 1995.

Net unrequited transfers

The seasonally adjusted net unrequited transfers surplus
rose $3 million, or 5 per cent, to $65 million. Unrequited
transfers credits rose $57 million, or 24 per cent, while un-
requited transfers debits rose $54 million or 31 per cent.

Net capital transactions

In original terms, the net capital transactions of the official
sector recorded a net inflow of $1,537 million in December,
a decrease of $2,354 million on the net inflow recorded in
November.

The December estimate consisted of:

= a net inflow of $1,451 million m general povernment
transactions, a decrease of $2,450 million on the net
inflow recorded in November; and

= a net inflow of $86 million in Reserve Bank transac-
tions, a tumaround of $96 million on the net outflow
recorded in November,

The lower net inflow in general government transactions
was mainly the result of:

» a turnaround of $3,935 million, from a net inflow to a
net outflow of $801 million, in general government
borrowing domiciled in Australia; and



e an increase of $81 million, to $92 million, in net repay-
ments of Commonwealth government borrowing
domiciled abroad.

These movements were partly offset by an increase of
$1,554 millicn in the net inflow of State government bor-
rowing domiciled abroad.

The change in Reserve Bank transactions in December
mainly reflected net sales of reserve assets of $73 million, a
turnaround of $105 million on the net purchases in the
preceding month,

Exchange rates

During December, the $A appreciated by 3.5 per cent on a
rade weighted basis (using period average exchange rates)
against the currencies of Australia’s major trading partners.
The $A appreciated by 2.7 per cent against the $US and by
4.9 per cent against the Japanese yen.

Six months ended December 1994 compared with six
months ended December 1993

In original terms, the balance on current account deficit
for the six months ended December 1994 was $12,781 mil-
lion, up $4,446 million, or 53 per cent, on the deficit for the
six months ended December 1993,

This result was due to:

« anincrease of $3,925 million {508 per cent) in the mer-
chandise trade deficit;

» an increase of $279 million (41 per cent) in the net
services deficit; and

« an increase of $300 million (4 per cent) in the net in-
come deficit.

The movements in merchandise trade, services and income
were partially offset by an increase of $38 million (21 per
cent) in the nct unrequited transfers surplus.

GRAPH 6: BALANCE OF PAYMENTS AGGREGATES -
SIX MONTHS ENDED DECEMBER
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In original terms, Merchandise exports rose $241 million,
or 1 per cent, to $32,880 million. The largest increases were
rccorded in;

»  "other" manufactures, up $479 million (14 per cent};
»  wool, up $465 million (29 per cent);

= sugar, up $355 million (44 per cent);

+ machinery, up $314 million (12 per cent); and

= "other" rural exports, up $173 mitlion (5 per cent).

Decreases were recorded in gold, down $550 million (19
per cent); coal, coke and briquettes, down $507 million (13
per cent); meat, down $272 million (12 per cent); metal
ores and minerals down $266 million (7 per cent); transport
equipment, down $231 million (20 per cent); and “"other”
non-rural exports, down $64 million (7 per cent).

GRAPH7: MERCHANDISE EXPORTS -
SIX MONTHS ENDED DECEMBER
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Merchandise imports 1ose $4,166 million, or 12 per cent, to
$37,578 million. Consumption goods rose $1,021 million
(11 per cent); capital goods rose $1,818 million (24 per
cent); and intermediate and other goods rose $1,327 mil-
lion (8 per cent). Increases were recorded in all groups ex-
cept non-monetary gold, down $208 million (38 per cent);
fuels and [ubricants, down $169 million (9 per cent); and
capital goods nes, down $38 million (3 per cent). The
largest increases were recorded in:

» machinery and industrial equipment, up $588 million
(18 per cent);

« industrial transport equipment nes, up $522 million (50
per cent);

» non-industrial transport equipment, up $407 million (20
per cent);

» telecommunications equipment, up 3342 million (54
per cent);

» other” pars for capital goods, up $322 million (13 per
cent);



- parts for transport equipment, up $306 million (15 per
cent);

» processed industrial supplies nes, up $294 million (7
per cent);

+  ADP equipment, up $226 million (18 per cent); and

+  consumption goods nes, up $222 million (9 per cent).

GRAPH 8: MERCHANDISE IMPORTS - CONSUMPTION GOODS
SIX MONTHS ENDED ZECEMBER
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GRAPH 9: MERCHANDISE IMPORTS - CAPITAL GGODS
SIX MONTHS ENDED DECEMBER

A ‘ 1 L 1

mmﬂ&mmﬂﬂpﬁp ..,,....,..,.....-.,---‘---------------------------0-------'
®

ADPequjP. A.“.‘AO. }994'95

O 1992.04

Telecomemumications equip, |--~---0---#
Civil airenaft |-O-@
Ind. transport equip. nes J:---=xseeeeees Oeoeens ®

&Plhl gm [ S EEEET TR R T PRLERFE ] 0

$A million

GRAPH 14: MERCHANDISE IMPORTS - INTERMEDIATE AND OTRER GOODS
$IX MONTHS ENDED DECEMBER
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The net services deficit rose by $279 million, or 41 per cent,
to $964 million. Services credits increased by $491 million,
or 5 per cent, due largely w an increase of $428 million in
travel credits. Services dcbits rose $770 million, or 8 per
cent, due to increases of $266 miltion in travel debits; $219
million in "other” transportation debits; $215 million in
shipment debits; and $70 million in "other” services debits.

The net income deficit rose $300 million, or 4 per cent, 0
$7.451 million. Income credits rose $135 million, or 5 per
cent, due mainly to an increase in reinvested earnings (part-
Iy offsct by a fall in other investment income receivablc).
Income dcbits rose $435 million or 4 per cent, due mainly
to increases in reinvested earnings and other investment in-
come payable.

The net unrequited transfers surplus increased by $58 mil-
lion, or 21 per cent, to $332 million. Unrequited transfers
credits rose $149 million, or 11 per cent, due mainly to an
increase in migrants’ transfers, Unrequited transfers debits
rose $91 million, or 8 per cent.

Official sector capital transactions for the six months ended
December 1994 yielded a net inflow of $11,274 million,
compared with a net inflow of 85,872 million for the cor-
responding period of the previous financial year. The
change was a result of:

* a net inflow of $9,785 million in general government
transactions, up $3,086 million on the net inflow for the
six months to December 1993; and

+ anetinflow of $1,489 million in Rescrve Bank transac-
tions, a turnaround of $2,316 million on the net outflow
for the six months to December 1993,

The increased net inflow from general government transac-
tions was largely due to general government borrowing
domiciled in Australia, which increased by $6,302 million
to $6,753 million. This movement was partly offset by a
decrease of $3,223 million, to $3,744 million, in the net in-
{low in Statc government borrowing domiciled abroad; and
an increase of $6%5 million, to $1,350 million, in the net
outflow in  Commonwealth government bomrowing
domiciled abroad. Net sales of official reserve assets, com-
pared with net purchases for the corresponding period of the
previous financial year, was the main factor underlying the
tumaround in Reserve Bank transactions,

REVISIONS

Revisions since the last issue of this publication have in-
creased the current account deficits for the last nine years
(1985-86 to 1993-94) by $22 million, 325 million, $25 mil-
lion, $26 million, $31 million, $23 millien, $35 million, $28
milfion, and $59 million respectively; and increased the
deficit for the first five months of this financial year by $99
million,

Revisions to the current account deficit for the years 1985-
86 to 1993-94 are due solcly to the incorporation of new
information on foreign aid payments by govemment depart-
ments, other than AIDAR, which previously had not been
included in balance of payments statistics. These revised
data affected services credits and unrequited transfers
debits.



For the first five months of 1994-93, the main factors con-
tributing to the revisions were;

*

the incorporation of revised data on foreign aid in ser-
vices credits and unrequited transfers debits;

the incorporation of the latest available data on mer-
chandise exports and imports;

the incorporation of the latest results in shipment debits
from the International Trade in Services Survey; and

the incorporation of the latest available information on
overseas arrivals and departures in travel credits and
debits, and unrequited transfers credits and debits.

SEASONAL REANALYSIS

The seasonally adjusted monthly estimates of the current
account will be revised in the next issue of this publication
as a result of a seasonal reanalysis. The rcanalysis will take
account of additional information that has become available
since the previous reanalysis at the beginning of 1994, The
seasonal factors for 1995, which are expected to be avail-
able in late February, can be obtained, for $70.00, from Mr
Chris Durack on Canberra (06) 252 6224.




RELIABILITY OF CONTEMPORARY TREND
ESTIMATES

The table below presents trend estimates of the deficit on
current account from October 1993 onwards, including
provisional trend estimates for the latest three months (Oc-
tober, November and December 1994).

To illustrate the possible impact of future months’ observa-
tions on the provisional trend estimates for the latest three
months, the table also shows the revisions to these trend
estimates that would result if the seasonally adjusted es-
timate of the current account balance next month (January
1995) is 25 per cent higher or lower than this month and if
there are no revisions to the current or previous months’
estimates. The 235 per cent range has been chosen because
in the last decade the average monthly percentage move-
ment, without regard to sign, of the seasonally adjusted cur-
rent account deficit has been about 25 per cent.

If the deficit were to increase in January by 25 per cent, (o
$2,983 million, the provisional trend movement for that
month would be 7.2 per cent. The movements in the trend
estimates for October, November and December which are
provisionally 2.9 per cent, 3.5 per cent and 4.0 per cent
respectively, would be revised to 5.6 per cent, 7.6 per cent
and 8.6 per cent, respectively. On the other hand, a 25 per
cent decline in the seasonally adjusted deficit next month,
to $1,790 mitlion, would produce a ncgligible downward

movement in the trend estimate for January, with the move-
ments in the trend estimates for October, November and
December being revised to 1.7 per cent, 1.6 per cent and
1.4 per cent, respectively.

The graph below illustrates this potential degree of revision
at the current end of the trend series.

BALANCE ON CURRENT ACCOUNT -
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DEFICIT ON CURRENT ACCOUNT — RELIABILITY OF TREND ESTIMATES

Trend Revised trend estimate if January 1995 seasonally adjusted current acocount deficit -
estimate
is up 25% on December 1994 (a) ig down 25% on December 1994 (a)
Sm % change $m % change 3m % change
on previous on previous on previous
month month month

199394 —
Ocober 1186 -03 1186 -03 1186 -0.3
November 1154 -27 1154 2.7 1154 -27
Decernber 1122 -28 1122 ~2.8 1122 -28
January 1114 -0.7 1114 -07 1114 -0.7
February 1147 3.0 1147 30 1147 30
March 1246 8.6 1246 8.6 1246 8.6
Apnl 1412 13.3 1412 133 i412 13.3
May 1604 13.6 1604 136 1604 13.6
June 1758 9.6 1758 9.6 1758 9.6
199495 —
Tuly 1844 4.9 1832 42 1855 535
August 1873 1.6 1851 1.0 1891 1.9
September 1908 1.9 1895 2.4 1916 | )
Qctober 1964 p 29 2002 56 1948 1.7
November W p 35 2155 1.6 1979 1.6
December 2113 p 4.0 2340 8.6 2007 1.4
January 2508 72 2006 0.0

(a) Assumes no revisions to the seasonally adjusted estimates of the current account balance for the 15 months October 1993 1o December 1994,
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EXPLANATORY NOTES

Introduction

1. This publication contains preliminary estimatcs of
Australia’s balance of payments for December 1994,
together with revised estimates for previous months. More
comprehensive quarterly estimaies are available in the Sep-
tember quarter 1994 issue of the quarterly balance of pay-
ments publication (5302.0) releascd on 28 November 1994,

2. Descriptions of the underlying concepts and structure
of the balance of payments and the sources and mcthods
used in compiling the estimates arc presented in Balance of
Payments, Australia: Concepts, Sources and Methods
(5331.0). The publication also provides item definitions;
explanations of seascnal adjustment and trend cstimates;
and an analysis of the quality of the estimates.

Accuracy, reliability and volatility

3. Care should be exercised in the use and interpretation
of estimates in this publicavon. The sources available for
the production of timely and reliable monthly estimales are
limited and the initial estimates are made available very
quickly. Consequently, the latest estimates in this publica-
tion, 10 a greater extent than estimates in quarterly and an-
nual balance of payments publications, are preliminary
and subject to revision as more complete and accurate in-
formation becomes available. Certain ilcms are estimated
using extrapolation techniques until source data become
available, Further, the more detatled estimatcs may be less
accurate in relative terms than breader items and aggregates
of which they form components,

4. Particular care should be exercised in interpreting
month-to-month movements in original and scasonally ad-
justed series as short term movements cannot be assumed to
indicate changes in trend. The monthly estimates are
volatile, being subject to seasonal factors (except where ad-
justed in Table 2) and large irregular influences. The ir-
regular influences may reflect both random economic events
and difficulties of statistical recording, Scasonal adjustment
does not aim to remove the irrcgular or non-scasonal in-
fluences which may be present in any particular month.
This means that the month-to-month movements of the
seasonally adjusted estimates may not be reliable indicators
of trend behaviour. For example, irregular factors unrelated
to the trend account for more than half the seasonally ad-
justed monthly movements with the following frequency:

Balance on current account: 9 in 10 months
Merchandise exports f.0.b: 8 in 10 months
Merchandise imports f.0.b: ¢ in 10 months

5. The impact of the irregular influences upon the
seasonally adjusted series is reduced by smoothing, as
shown by the trend estimates in Table 2 and the graphs.
The trend estimates are generally derived by applying a 13-
term Henderson-weighted moving average to the seasonally
adjusted series.

Seasonal adjustment

6. The factors used in seasonally adjusting the monthly
balance of payments statistics during 1994 can be obtained,
for $65.00, from Mr Chris Durack on Canberra (06) 252
6224.

7.  The seasonally adjusted statistics in this publication
should not be regarded as in any way definitive as results
from scasonal adjustment vary according to the method
used.

Available longer term series

8.  Estimates for months prior to those shown in this pub-
lication are available and can be obtained by contacting Mr
Trevor Jolly on Canberra (06) 252 6820. There may be a
charge for this information.

Related preducts and services

9. More detailed merchandise exports and merchandise
imports data, incloding dissections by commodity and
country of origin, are also available on an international mer-
chandisc trade basis for Dccember 1994 and previous
months. These data can be obtaincd by contacting informa-
tion services on Canberra (06) 252 5400,

Symbols and other usages

f.ob.  free on board

n.a. not available

n.e.c. not elsewhere classified
nes. notelsewhere specified
n.ya.  not yet available

— nil or rounded to zero

- not applicable

P provisional

10. Where figurcs have been rounded, discrepancies may
occur between the sums of component items and totals.

RICHARD MADDEN
Acting Australian Statistician
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For more information ...

The ABS publishes a wide range of statistics and other information on Australia's
economic and social conditions. Details of what is available in various publications
and other products can be found in the ABS Catalogue of Publications and Products
available at all ABS Offices (see below for contact details).

Information Consultancy Service

Information tailored to special needs of clients can be obtained from the Information
Consultancy Service available at ABS Offices (see Information Inquiries below for
contact details).

National Dial-a-Statistic Line
0055 86 400

(Steadycom P/L: premium rate 25¢/21.4 secs.)
This number gives 24-hour access, 365 days a year for a range of statistics.

Electronic Data Services

A large range of data is available via on-line services, diskette, magnetic tape, tape
cartridge and CD ROM. For more details about our electronic data services, contact
any ABS Office (see below).

Bookshops and Subscriptions

There are over 400 titles of various publications available from ABS bookshops in all
ABS Offices (see below Bookshop Sales for contact details). The ABS also provides
a subscription service through which nominated publications are provided by mail on
a regular basis at no additional cost {telephone Publications Subscription Service toll
free on 008 02 0608 Australia wide).

Sales and Inquiries

Regional Offices Information Inquiries Bookshop Sales
SYDNEY {02) 268 4611 268 4620
MELBOURNE (03} 615 7000 615 7829
BRISBANE {07) 222 6351 222 8350
PERTH (09) 360 5140 360 5307
ADELAIDE (08) 237 7100 237 7582
HOBART (002} 20 5800 20 5800
CANBERRA  (06) 207 0326 207 0326
DARWIN (C89) 43 2111 43 2111
National Office
ACT (08) 252 8007 008 020 608
ABS Email Addresses

Keylink STAT.INFO/ABS

X.400 (C:AUA.TELMEMO,O:ABS,SN:INFO,FN:STAT)

Internet STAT.INFO@ABS. TELEMEMO.AU

e

Information Services, ABS, PO Box 10, Belconnen ACT 2616
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