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Current Account and GDP Preview

Solid Growth Expected

e The current account deficit narrowed to $10.5 billion in the March quarter, from $14.7 billion in
the December quarter of last year. The improvement was mostly a result of a turnaround in
exports and an improvement in the trade balance from a deficit of $1.0 billion to a surplus of
$4.1 billion in the March quarter.

e Export volumes recovered 2.4% in the March quarter, after falling 1.5% in the December
quarter, mostly reflecting an improvement in key resource commodities.

e Import volumes rose a modest 0.5% in the March quarter, following a 1.6% lift in the December
quarter. The detail was mixed — consumption-goods imports fell 0.3%, highlighting the
headwinds facing the consumer sector. On the other hand, capital-goods imports grew a solid
4.3%, pointing to strength in business spending.

o Net exports are expected to contribute 0.3 percentage points to GDP growth in the March
quarter. It follows a detraction of 0.5 percentage points in the December quarter.

e We expect 0.9% GDP growth in the March quarter and 2.8% in the year. The turnaround in
exports is one of the factors behind the strong outcome, after exports contracted over the
December quarter. We are also expecting modest growth in domestic demand, including
household consumption, public spending and business spending. Inventories are also expected
to provide a positive contribution to growth in the quarter.

Current Account Balance Imports and Exports
$bn (Sbn, Volumes)
10 120
Goods & Services Imports
0 100
. [-V\NJ
Account 80 /ﬂ
-10
Exports
Primary Income
60 ™
20 o R /A’/M
0
Source: ABS Source: ABS
-30
20
59 69 79 89 99 09 19
00 04 08 12 16



Data Snapshot — Tuesday, 5 June 2018

Current Account

The current account deficit narrowed to $10.5 billion in the March quarter, from $14.7 billion in
the December quarter of last year.

The improvement was mostly as a result of a turnaround in exports and an improvement in the
goods and services balance from a deficit of $1.0 billion to a surplus of $4.1 billion in the March
quarter.

The other component of the current account, the primary income deficit widened further from
$13.2 billion to $14.3 billion, which was the largest since June quarter 2011.

Export volumes recovered 2.4% in the March quarter, after falling 1.5% in the December quarter.
The rebound reflected an improvement in key resource commodities, including coal, coke &
briquettes (4.1%), metals (excluding non-monetary gold) (5.7%). Other mineral fuels, which
include LNG exports, were also strong, lifting 12.2%, the fastest pace in over 9 years. There was
still weakness in rural-goods exports, which have been hampered by poor weather. Rural goods
exports contracted 4.8% in the March quarter, after declining 10.7% in the December quarter.

Import volumes rose a modest 0.5% in the March quarter, following a 1.6% in the December
quarter. The detail was mixed — consumption-goods imports fell 0.3%, highlighting the headwinds
facing the consumer sector. On the other hand, capital-goods imports grew a solid 4.3%, pointing
to strength in business spending. Intermediate & other merchandise goods imports contracted
0.3%.

The turnaround in exports points to a contribution from net exports to GDP growth in the March
quarter of 0.3 percentage points. It follows a detraction of 0.5 percentage points in the December
quarter.

The other component of today’s release was the terms of trade. Stronger commodity prices have
resulted in a 3.3% increase in the terms of trade. It was the strongest increase in a year. On a year
ago, the terms of trade was down 2.6%.

Government Finance Statistics

Public demand was mixed in the quarter. Government consumption was strong, lifting 1.6% in the
March quarter. In contrast, government investment fell 2.0%, but the solid pipeline of public
infrastructure spending suggests that the trend over the longer-run will be strong.

GDP Preview

We expect 0.9% GDP growth in the March quarter and 2.8% in the year. The turnaround in exports
is one of the factors behind the strong outcome, after exports contracted over the December
quarter. We are also expecting modest growth in domestic demand, including household
consumption, public spending and business spending. Inventories are also expected to provide a
positive contribution to growth in the quarter.

Janu Chan, Senior Economist
Ph: 02-8253-0898
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The Detail

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 Bank of Melbourne has a contract to supply
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne 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 Bank of Melbourne products and details are available. Bank of Melbourne 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. Bank of
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or
transmitted without the written consent of Bank of Melbourne.

Any unauthorized use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 141 3

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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