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BALANCE OF PAYMENTS, AUSTRALIA, OCTOBER 1996

MAIN FEATURES

Estimates of the main balance of payments aggregates for October 1996 and the two preceding months are shown below.
These estimates are preliminary and subject to revision. Particular care should be taken in interpreting monthly
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 availabie.

1996 - Change on
August September October previous monthia)
3 mitlion %
Trend
Balance on current account -1,488p -1,551p -1,610p -4
Seasonally adjusted
Balance on current account -1,470 -1,690 -1,788 -6
Balance on merchandise trade 196 -15 =21 40
Net services 21 -11 i2 .
Net income -1,748 -1,759 -1,910 -9
Net unrequited transfers 103 95 131 38
- Not seasonally adjusted
Balance on current account -1,985 -2,229 -2,367 -6
Balance on merchandise trade -231 -191 -573 .-
Net services -171 =372 -42 39
Net income -1743 -1,775 -1,916 -8
Net unrequited transfers 160 109 164 50

{a) For current account aggregates, s minus sign means an increase in a deficit or a decrease in a surplus; and an absence of sign means a decrease in a
deficit or an increase in a surplus.

The provisional trend estimate for the October current ac-
count deficit was $1,610 million, up $59 million, or 4 per cent,
ot the provisional trend estimate for September. This is the 1993 19%4 1995 19%

GRAPH 1: BALANCE ON CURRENT ACCOUNT
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The provisional trend estimate of the balance on goods and | 400
services recorded a surplus of $106 million, down $2 miilion
on the trend estimate for September. This is the fifth consecu- - 800
tive surpius in this balance and the longest run of monthly sur- :
pluses since April 1992. The trend estimate of balance on [ 120
merchandise trade improved slightly. Merchandise exports and - 1,600
merchandise imports both fell marginally, 2000
In seasomaily adjusted terms, the current account deficit for
October increased $98 million to $1,788 million. The increase N [ 2400
in the deficit was caused by an increase of $6 million in the o L 2800
merchandise trade deficit (merchandise exports and merchan- _
dise imports both rose 1 per cent); and an increase of $151 —— Trend Estimare = -3,:200
million in the net income deficit. These movements were - .. Semomally Adjamed $ millicn

partly offset by a tumaround of $23 million, from a deficit to a
surplus, in the net services balance; and an increase of $36
million in the net unrequited transfers surplus.

INQUIRIES  « for further information about these and related unpublished statistics, contact Graeme Groves on Canberra (06)

252 5540 or Wendy Raedt on Canberra (06) 252 6689 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

October 1996 compared with September 1996

Balance on goods and services

The trend estimate of the balance on goods and services re-
corded a surpius of $106 million in October, a decrease of $2
million on the surplus recorded in September.

In seasonally adjusted terms, this balance recorded a deficit
of £9 million, a decrease of $17 million on the deficit recorded
in Septernber.
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Balance on merchandise trade

The trend estimate of the balance on merchandise trade re-
corded a surplus of $86 million, an increase of $12 million on
the surplus recorded in September. While the trend estimates
for exports have declined over the past seven months, imports
has been falling at a greater rate, resulting in the improving
trend for the balance on merchandise trade over this period.

In seasonally adjusted terms, this balance recorded a deficit
of $21 million, an increase of $6 million on the deficit re-
corded in September.
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Merchandise exports

The trend estimate of merchandise exports fell $17 mil-
lion to $6,284 million.

In seasonally adjusted terms, exports rose $75 million,
or 1 per cent, to $6,302 million. Rural exporis fell $64
million, or 4 per cent, t0 §1,733 million. Non-rural ex-
ports rose $139 million, or 3 per cent, to $4,569 million.
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In original terms, exports rose $399 million, or 6 per
cent, to $6,597 million.

Rural exports, in original terms, rose $157 million, or 9
per cent, to $1,877 millioh. The largest increases were
recorded in:

*  wool, up $70 million or 25 per cent (due mainly to
increased volumes of greasy wool exports);

* meat, up $45 million or 22 per cent (due mainly to
increased volumes of beef and veal exports); and

e  cereals, up $30 million or 9 per cent (due mainly to
increased volumes of barley exports).

These increases were partly offset by a decrease in
“other” rural exports, down $15 million or 2 per cent.

Non-rural exports, in original terms, rose $242 million,
or 5 per cent, 10 $4,720 million. The largest increases
were recorded in:

e transport equipment, up $136 million or 72 per cent
(due mainly to increased exports of vessels and mo-
tor vehicles);

e “other” mineral fuels, up $102 million or 29 per cent
(due mainly to increased exports of crude oil and
LNG);



* gold, up $52 million or 12 per cent (due mainly to in-
creased volumes of exports); and

* metal ores and minerals, up $40 million or 6 per cent,

Decreases were recorded in “other” metals, down $65 million
or 12 per cent; and “other” manufactures, down $41 million or
5 per cent.

Merchandise imports

The trend estimate of merchandise imports fell $29 million to
$6,198 million. This was the eighth successive manthly fall,
bringing the wend estimate of imports to its lowest level since
December 1994,

In seasonally adjusted terms, merchandise imports for Octo-
ber rose $81 million, or 1 per cent, to $6,323 million. Con-
sumption goods fell $20 million, or 1 per cent, to $1,708 mil-
lion. Capital goods fell $107 million, or 7 per cent, to $1,400
million. Intermediate and other goods tose $208 million, or 7
per cent, to $3,215 million.
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In original terms, imports rose $781 million, or 12 per cent, to
$7,170 miilion,

Imports of consumption goods, in original terms, rose $280
million, or 16 per cent, to $2,080 million. Increases were re-
corded in all groups except textiles, clothing and footwear,
which remained unchanged. The largest increases were re-
corded in:

* non-industrial transport equipment, up $94 million or 24
per cent (due mainly to increased imports of passenger
motor cars);

* consumption goods nes, up $78 miliion or 15 per cent
(with all components recording increases); and

* food and beverages, mainly for consumption, up $58 mil-
fion or 26 per cent.

Imports of capital goods, in original terms, rose $33 mil-
lion, or 2 per cent, to $1,596 million. The largest in-
creases were recorded in:

¢ machinery and industrial equipment, up $65 million
or 10 per cent (with most components recording in-
creases); and

* industrial transport equipment nes, up $25 million or
17 per cent (due mainly to increased imports of mo-
tor vehicles).

These increases were partly offset by civil aircrafl, down
$47 million or 44 per cent; and ADP equipment, down
$43 million or 14 per cent.

Imports of intermediate and other goods, in original
terms, rose $468 million, or 15 per cent, 1o $3,494 mii-
lion. Increases were recorded in 10 of the 14 groups,
with the largest being:

* fuels and lubricants, up $294 million or 116 per cent
(due mainly to increased imports of crude petro-
leun). This increase follows relatively low levels of
imports in the two preceding months;

» “other” parts for capital goods, up $55 miltlion or 10
per cemt (with most components recording in-
creases); and

* processed industrial supplies nes, up $39 million or
5 per cent (with most components recording in-
creases).

The largest decrease was recorded in iron and steel,
down $10 million or 9 per cent.

Net services

The seasonally adjusted ner services balance recorded g
surplus of $12 million, a turnaround of $23 million on
the deficit recorded in September. Services credits rose
$33 million (2 per cent), while services debits rose $10
million (1 per cent).

Net income

The seasomally adjusted ner income deficit rose $151
million, or 9 per cent, to $1,910 million. Income credits
rose $47 million or 7 per cent, while income debits rose
$198 million or 8 per cent. It should be noted that the
monthly estimates of the non-official sector for July
through October 1996 are based largely on extrapolations
of quarterly results divided by three. These extrapoia-
tions will be replaced by preliminary results from the
ABS Survey of International Investment when these re-
sults become availabie,

Net unrequited transfers

The seasonally adjusted ner unrequited transfers surplus
rose $36 million, or 38 per cent, to $131 million. Unre-
quited transfers credits rose $1 million. Unrequited
transfers debits fell $35 million or 15 per cent.



Net capital transactions

In original terms, the ner capital transactions of the official
sector recorded a net inflow of $2,923 million in October, a
turnaround of $3,685 miliion on the net outflow recorded in
September.

The October estimate consisted of;

e a net inflow of $1,687 million in general government
transactions, a turnaround of $2,052 million on the net
outflow recorded in the previous month; and

» a net inflow of $1,236 million in Reserve Bank transac-
tions, a tumaround of $1,633 million on the net outfiow
recorded in the previous month.

The tumaround in general government transactions was mainly
due to:

* a §$1,724 million increase in general government borrow-
ing domiciled in Australia, resulting in a net inflow of
$2,090 million; and

s 2 $290 million decrease in the net outflow of State gov-
ernment borrowing domiciled abroad, to $360 million.

Reserve Bank transactions in October mainly reflected net
sales of reserve assets of $1,328 million, a tumaround of
$1,797 million on the net purchases recorded in the previous
month.

Exchange rates

Using period average exchange rates, the $A appreciated by
1.5 per cent on a trade weighted basis during October against
the currencies of Australia’s major trading partners. The SA
appreciated by 2.1 per cent against the Japanese yen and depre-
ciated by 0.1 per cent against the $US.

Four months ended October 1996 compared with four
months ended October 1995

In original terms, the current account deficit for the four
months ended October 1996 was $8,526 million, down $899
mutlion, or 10 per cent, on the deficit for the four months
ended October-1995.

This result reflected:

» a decrease of $699 million (32 per cent) in the merchan-
dise trade deficit;

s adecrease of $257 million (33 per cent) in the net services
deficit; and

* an increase of $246 million (54 per cent) in the net unre-
quited transfers surplus.

An increase of $303 million {4 per cent) in the net incoine
deficit partly offset the movements in merchandise trade, serv-
ices and unrequited transfers.
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Merchandise exports rose $808 million, or 3 per cent, to
$25,609 million. Rural exports rose $600 million (9 per
cent); and non-rural exporrs rose $208 million (I per
cent). The largest increases were recorded in:

e cereals, up $719 million (93 per cent);
e “other” mineral fuels, up $230 million (17 per cent);
»  “other” rural exports, up $200 million (& per cent);

e ‘“other” non-rural exports, up $171 million (27 per
cent); and

e  “other” manufactures, up $148 million (5 per cent).

The most significant decreases were recorded in “other”
metals, down $422 million (17 per cent); and meat, down
$302 million (25 per cent).
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Merchandise imports tose $109 million to $27.069 million.
Consumption goods rose $421 million (6 per cemt); capital
goods fell $123 million (2 per cent); and intermediate and

other goods fell $189 millior (1 per cent).

The largest in-

creases were recorded in:

L ]

fuels and lubricants, up $298 million (24 per cent);
civil aircraft, up $145 million (96 per cent);

non-industrial transport equipment, up $143 million (9 per
cent);

consumption goods nes, up $104 million (5 per cent); and

household electrical items, up $67 million (10 per cent).

The most significant decreases were recorded in paper and pa-
perboard, down $126 million (17 per cent); telecommunica-
tions equipment, down $121 million (17 per cent); industrial
transport equipment, down 3115 million (15 per cent); and iron
and steel, down $£88 million (17 per cent).
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The net services deficit fell $257 million, or 33 per cent,
to $520 million. Services credits rose $658 million, or 9
per cent, due mainly to increases of $512 million in
travel credits and $173 million in “other” services cred-
its. Services debits rose $401 million, or 5 per cent, due
mainly to increases of $232 million in travel debits and
$£91 miltion in “other™ services debits.

The net income deficit rose $303 million, or 4 per cent,
to $7,250 million. Income credits rose $103 million, or 4
per cent, due mainly to an increase in “other” investment
income receivable by the official sector. Income debits
rose $406 million, or 4 per cent, largely reflecting in-
creased interest payable abroad by both the official and
non-official sectors.

The net unrequited mransfers surplus rose $246 million,
or 54 per cent, to $704 million. Unrequited transfers
credits rose $167 million, or 13 per cent, due mainly to
an increase in migrants’ transfers. Unrequited transfers
debits fell $79 million or 10 per cent.

Official sector capital transactions for the four months
ended October 1996 yielded a net outflow of $174 mil-
lion, compared with a net inflow of $2,997 million for
the corresponding period of the previous financial year.
The estimate for the latest period consisted of:

* a pet inflow of $1,48] million in general govemn-
ment transactions, a decrease of $1,241 million on
the net inflow for the four months to October 1995;
and

s a net outflow of $1,655 million in Reserve Bank
transactions, a turnaround of $1,930 million on the
net inflow for the four months to October 1995,




The decrease in general government transactions was largely
due to:

a tumarcund of $3,429 million in total borrowing domi-
ciled abroad, to a net outflow of $202 million. This was
mainly due to a turnaround of $3,854 million in State
government borrowing domiciled abroad, to a net out-
flow of $178 million, partly offset by a decrease of $425
million in the repayments on Commonweaith govem-
ment borrowing domiciied abread, to a net outflow of
$24 miilion; and

an increase of $138 million in “other” general govemn-
ment borrowing, to a net outflow of $147 million.

Partly offsetting these movements is a $2,327 turnaround,
from a net outflow to a net inflow of $1,83! million in bor-
rowing domiciled in Australia.

A turnaround, from net sales to net purchases, in official
reserve assets, was the main factor underlying the move-
ment in Reserve Bank transactions.

REVISIONS

Revisions to the capital account estimates from 1990-91
through to September 1996 are due to the incorporation
of the latest available information from the monthly and
quarterly Survey of International Investrient.

There have been no revisions to the current account esti-
mates since the last issue.

Expected release dates for forthcoming issues

Issue
November 1996
December 1996
January 1997

These dates can be confirmed a few days prior to release by telephoning
Canberra (06) 252 6627.

Date

6 January 1997
31 January 1997
3 March 1997




RELIABILITY OF CONTEMPORARY TREND month, to $1,34]1 million, would produce a movement of
ESTIMATES 1.6 per cent in the trend estimate for November, with the

) . movements in the trend estimates for August, September
The table below presents trend estimates of the deficit on cur- and October being revised to 1.5 per cent, 2.4 per cent

rent account from August 1995 onwards, including provi- and 1.8 per cent, respectively.
sional trend estimates for the latest three months (August,
September and October 1996). The graph betow illustrates this potential degree of revi-

sion at the current end of the trend series.

To illustrate the possible impact of future months’ observa-
BALANCE ON CURRENT ACCOUNT -

tions on the provisional trend estima_tes for the iatest thre_e SEASONALLY ADJUSTED AND TREND ESTIMATES
months, the table also shows the revisions to these trend esti- 1995 1996

mates that would result if the seasonally adjusted estimate of ASONDIJIFMAMI JaASoO

the current account balance next month (November 1996) is e r 500
25 per cent higher or lower than this month and if there are ) }‘

no revisions to the current or previous months® estimates. Seasczally Adjusted ¢
The 25 per cent range has been chosen because in the last - - - - Revised wend U253 rie b scascnally adjuxod defici ia November|
decade the average monthly percentage movement, without — ___ Revised trend if 25% fall in ity adjusted deficit in N

regard to sign, of the seasomally adjusted current account : - -1,000
deficit has been about 25 per cent. 1500
If the seasonally adjusted deficit were to increase in Novem- L 2000

ber by 25 per cent, to $2,235 million, the provisional trend
movement for that month would be 8.4 per cent. The move- L 2,500
ments in the trend estimates for August, September and Octo-
ber which are provisionally 2.3 per cent, 4.2 per cent and 3.8
per cent respectively, would be revised 10 5.3 per cent, 8.4 $ million
per cent and 8.9 per cent, respectively. On the other hand, a

25 per cent decline in the seasonally adjusted deficit mext

DEFICIT ON CURRENT ACCOUNT ~— RELIABILITY OF TREND ESTIMATES

-3,000

Trend Revised trend estimate if November 1996 seasonally adjusied current accoumt deficit -
estimate
is up 25% on October 1996 (a) is down 25% on October 1996 (a)
$m % change $m % change $m % change
on previous ©On previous on previous
month month month

1995.96 —
August -1975 -43 -1975 -4.3 -1975 -4.3
September -1932 2.2 -1932 =22 -1932 -2.2
Ociober -1916 -0.8 -1916 0.8 -1916 -0.8
November -1894 1.1 -1894 -1.1 -1894 -1.1
December -1867 -1.4 -1867 -1.4 -i867 -1.4
Jaruary -1814 -2.8 -1814 -2.8 -1814 -2.8
February -1738 -4.2 -1738 -4.2 -1738 -4.2
March -1644 -54 -1644 -5.4 -1644 -5.4
April -1558 -5.3 -1558 -53 -1558 -5.3
May -149% -3.8 -1483 -4.8 -1501 3.7
June . -1461 -2.5 -1437 -1 -1467 -2.3
1996-97 —
July -1454 0.5 -1442 03 -1457 -0.7
August -1488 p 23 -1519 53 -1479 L5
September -1551 p 4.2 -1646 84 -1514 24
Octobyer -1610 p 3.8 -1792 89 -1542 1.8
November -1942 84 -1566 1.6

(a) Assumes no revisions 10 the seasonally adjusted estimates of the current account balance for the 15 months August 1995 to October 1996.
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EXPLANATORY NOTES

Introduction

1. This publication contains preliminary estimates of Aus-
tralia’s balance of payments for October 1996, together with
revised estimates for previous months, More comprehensive
quarterly estimates are available in the June quarter 1996 is-
sue of the quarterly balance of payments publication (5302.0)
which was released on 27 August 1996.

2. Descriptions of the underlying concepts and structure of
the balance of payments and the sources and methods used in
compiling the esttmates are presented in Balance of Pa~
ments, Australia: Concepts, Sources and Methods (5331.0).
The publication also provides item definitions; explanations
of seasonal adjustment and trend estimates; and an analysis of
the quality of the estimates.

Accuracy, reliability and volatility

3. Care should be exercised in the use and interpretation of
estirnates tn this publication. The sources available for the
production of timely and reliable monthly estimates are lim-
ited and the initial estimates are made available very quickly.
Consequently, the latest estimates in this publication, to a
greater extent than estimates in quarterly and annual balance
of payments publications, are preliminary and subject to re-
vision as more complete and accurate information becomes
available. Certain items are estimated using extrapolation
techniques until source data become available, Further, the
more detailed estimates may be less accurate in relative terms
than broader items and aggregates of which they form com-
ponents. A detailed assessment of the guality of Australia’s
balance of payments statistics is provided in the information
paper Chuality of Auseralian Balance of Payments Statistics,
1996 (5342.0) released on 20 February 1996,

4, Particular care should be exercised in interpreting
month-to-month movements in original and seasonally 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 adjusted in
Table 2) and large irregular influences. The imegular influ-
ences may reflect both random economic events and difficul-
ties of statistical recording. Seasonal adjustment does not
aim to remove the irregular or non-seasonal influences which
may be present in any particular month, This means that the
month-to-month movements of the seasonally adjusted esti-
mates may not be reliable indicators of trend behaviour. For
example, irregular factors unrelated to the trend account for
more than half the seasonally adjusted monthly movements
with the following frequency:

Balance on current account: 9 in 10 months
Merchandise exports fob: & in 10 months
Merchandise imports fob: 9 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 tend estimates are generally derived by applying a
13-term Henderson-weighted moving average 1o the sca-
sonally adjusted series.

Seasonal adjustment

6. The factors used in scasonally adjusting the
monthly balance of payments statistics during 1996 can
be obtained, for $75.00, by contacting Melissa Marino on
Canberra (06) 252 6419.

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

Available longer term series

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

Related products and services

9. More detailed merchandise exports and merchan-
dise imports data, including dissections by commodity
and country of origin, are also available on an intemna-
tional merchandise trade basis for October 1996 and pre-
vious months. These data can be obtained by contacting
information services on Canberra (06) 252 5400.

Symbols and other usages

fob free on board

n.a, not available

ne.c. not elsewhere classified
nes. not elsewhere specified
n.p. not for publication
ny.a. not yet available

— nil or rounded to zero
- not applicable

p provisional

10. Where figures have been rounded, discrepancies
may occur between the sums of component items and to-
tals.

W. McLennan
Australian Statistician



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 from all ABS Offices.

ABS Products and Services

Many standard products are available from ABS bookshops focated in each State

and Territory. In addition to these products, information tailored to the needs of
clients can be obtained on a wide range of media by contacting your nearest ABS
Office. The ABS also provides a Subscription Service for standard products and some
tailored information services.

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 important economic
statistics including the CPL.
internet

http://www.statistics. gov.au

A-wide range of ABS information is availabie via the intemet, with basic statistics |
available for each State, Territory and Austraiia. We also have Key National Indicators,
ABS product release details and other information of general interest.

Sales and Inquiries

Keylink  STAT.INFO/ABS
A.400 (C:Australia,PUB:Telememo, 0:ABS, FN:STAT, SN:INFO)
intemet stat.info@abs.telememo.au

National Mail Order Service (08) 252 5249

Subscription Service 1800 02 0608
Information Inquiries Bookshop Sales

SYDNEY (02) 268 4611 268 4620
MELBOURNE (03) 9615 7755 8615 7765
BRISBANE (07) 32226351 3222 6350
PERTH (09} 3605140 360 5307
ADELAIDE (08) 237 7100 237 7582
HOBART (C02} 205 800 205 800
CANBERRA (06) 252 8627 207 0326
DARWIN (089) 432 111 432 111

=

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