
	
	


	
	



11
Terms of trade
Being a small and open economy, Australia is significantly influenced by changes in international markets. Such changes are, therefore, an important aspect of the economic environment in which the COAG reforms are assessed and warrant their inclusion in the modelling reference case.
This chapter provides an overview of Australia’s interaction with international goods and services markets — the nature of Australia’s exports and imports, their relative prices and composition. It focuses on the longer-term trends that shape the level and composition of economic activity, abstracting from short-run variations. However, given the magnitude of the rise in the terms of trade over the last decade, recent developments warrant particular consideration given the potential impact on the level and composition of future economic activity in Australia. At some point in the future, increases in the global production of those commodities that have contributed to the strong increase in the terms of trade could be expected to bring the terms of trade back towards more historic levels. Given this, the chapter canvasses projections of the unwinding of Australia’s terms of trade presented in other studies. The chapter concludes by presenting the terms of trade projections used in the modelling reference case.
The associated changes in foreign investment and income flows between Australia and the rest of the world are discussed in chapter 12.
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Terms of trade in a balance of payments context
The world market plays an influential role in determining Australia’s economic performance and national income. The value of trade is recorded as a component of the ‘current account’ in the balance of payments. 
The current account is made up of the balance of trade (the value of exports minus imports), net factor income (for example, from interest and dividends) and net current transfer payments (such as remittances of non-resident workers and foreign aid).
Since the 1980s, the current account has maintained, on average, a fairly stable deficit of 4 per cent of gross domestic product (figure 11.1). There is, however, a growing gap between the balance of goods and services traded (balance of trade) and the current account balance. This gap has been driven by increases in the flow of payments servicing Australia’s stock of foreign liabilities (foreign ownership of the domestic capital stock is discussed in broad terms in chapter 12). Despite this growing gap, yearly gyrations in the current account are largely associated with changes in the balance of trade.
Figure 11.1
Australian current account deficit and balance of trade,
1959‑60 to 2010‑11
Per cent of GDP

	[image: image1.emf]-8

-6

-4

-2

0

2

4

1959-60 1969-70 1979-80 1989-90 1999-00 2009-10

Current account Balance of trade




Sources: ABS (Australian System of National Accounts, 2010‑11, Cat. no. 5204.0); ABS (Balance of Payments and International Investment Position, Australia, December 2011, Cat. no. 5302.0).
The balance of trade represents the value of exports minus the value of imports. These values are influenced by both price and quantity (volume) effects. The value and volume of both exports and imports have both increased over time (figure 11.2).
A number of factors have influenced this observed changes in export and import volumes. Export volumes have increased to meet global demand for Australian goods and services and with the growing international competitiveness of Australian industry. Rising national income and reduced trade barriers have contributed to a rapid rise in the import volumes since the 1950s (Dark and Hawkins 2005). Related factors such as the internationalisation of firms have also contributed.
The quantity of goods and services exported and imported have historically increased in roughly similar proportion (figure 11.2). This implies that changes in the relative prices of exports and imports have been the main factor behind changes in the balance of trade and the current account. 
Figure 11.2
Australian goods and services exports and imports,
September quarter 1974 to December quarter 2011a
$ billion
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a Exports and imports by values are expressed in current prices. Export and import volumes are expressed in chain volume terms with a reference year of 2009‑10.
Source: RBA (Balance of Payments – Exports and Imports, Statistical table H3, 6 June 2012).
Changes in the relative prices of exports and imports are represented by the terms of trade. The terms of trade is a measure (expressed as an index) of the ratio of export prices to import prices (both expressed in Australian dollars). It represents the quantity of foreign goods and services that can be purchased with a given value of domestically produced goods and services. It is influenced by the level and composition of goods and services traded, and changes in their relative prices.
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Historical perspective
Over the past 140 years, the linear trend of Australia’s terms of trade has been generally flat. Despite this, there has been considerable short-run variability over some periods (figure 11.3). Indeed, the current five-year moving average has Australia’s terms of trade at its highest level in history — 65 per cent above the average level for the 20th Century, and 85 per cent above the trend level for the 20th Century (Stevens 2011).

Figure 11.
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Australia’s terms of trade, 1870 to 2011a
Index (Reference year: 2002‑03=100)
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a Index of the ratio of goods and services export prices to import prices (both expressed in Australian dollars).

Sources: Gillitzer and Kearns (2005); ABS (Australian System of National Accounts, 2010‑11, Cat. no. 5204.0).
Short-run cycles
The short-run peaks and troughs in Australia’s terms of trade have been driven by a number of influences. The first significant deviation was a rapid decline in the terms of trade at the end of World War I. Following this, the economic boom of the 1920s resulted in higher commodity export prices, particularly for wool, leading to a rapid increase in the terms of trade. However, this trend was reversed when prices and trade declined during the Great Depression. The terms of trade further deteriorated with the commencement of World War II.
There have since been two rapid rises in the terms of trade. First, the terms of trade almost tripled between 1944 and 1951, as the world price of wool and metals rose in response to the Korean War. Second, economic growth in emerging economies, particularly China, since 2000 has contributed to higher prices for Australian commodity exports (especially iron ore and coal). This has led to a sharp rise in the terms of trade and a doubling in the value of Australian exports.
Long-term trends

Australia’s long-term terms of trade has declined marginally over time, falling by approximately 0.1 per cent per annum on average over the past 140 years. This longer-run trend is partly the result of the composition of Australia’s exports and imports. 
Some research (for example, Harvey et al. 2010) has suggested that countries which are predominately exporters of primary commodities and importers of manufacturing goods are likely to experience falling terms of trade over time as a result of their trade mix — this is known as the Prebisch-Singer hypothesis (Prebisch 1950; Singer 1950). Over the past 100 years in Australia, commodities have dominated exports (about four fifths), while manufactured goods have comprised the majority of imports (Gillitzer and Kearns 2005).
However, some empirical studies have suggested that Australia’s primary commodity mix, with a significant mining component, is not likely to follow this trend. Grant, Hawkins and Shaw (2005), for example, find that there does not appear to be a long-run tendency for the prices of commodities from mining to fall relative to manufactures. Further, other studies suggest that Australia’s terms of trade is not characterised by a long-run downward trend, but can instead be explained by a one-off downward adjustment in the early 1920s (Cuddington, Ludema and Jasasuriya 2002). This is supported by the observed price increases in commodities since the mid‑1980s, which have offset the 30-year decline that preceded this period (Gillitzer and Kearns 2005). 
11.

 SEQ Heading2 3
Understanding movements in the terms of trade

Australia’s terms of trade has been driven by longer‑term trends in the nominal prices of products traded, the type and source of goods and services traded and short- to medium-term fluctuations in the price of particular commodities. The contribution of these factors to changes in Australia’s terms of trade is discussed in this section. 
Trends in prices and the type and source of goods and services traded
Australia is a small, open economy with little ability to influence relative world prices of exports and imports, especially over the longer term. As a price taker for exports and imports, the changes in the terms of trade over time are representative of changes in world supply and demand as well as the relative composition of goods and services being traded by Australia. In recent years, export prices have been rising at a faster rate than import prices (figure 11.4). 
Figure 11.4
Australian export and import prices, September quarter 1983 to March quarter 2012
Index (Reference year: 1989‑90=100)
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Source: ABS (International Trade Price Indexes, Australia, March 2012, Cat. no. 6457.0).
Exports

The price of Australian goods exports has increased by approximately 2.8 per cent per year since September 1989 (figure 11.5). ‘Non-rural’ goods, including minerals, have been the main driver of the price increases over this period. 
The compositional changes in Australian exports have meant that average export prices have risen relative to world commodity prices (Gillitzer and Kearns 2005). Broadly, this is a result of a shift towards non‑rural commodities and, in particular, minerals such as iron ore and crude oil in the 1960s and 1970s (figure 11.6).

Imports

The price of imported goods has been increasing by approximately 1.7 per cent on average annually since September 1983 (figure 11.7). However, this overall increase has not been consistent across categories of imported goods, particularly in recent years (figure 11.8).

Figure 11.5
Australian export price indexes, September quarter 1989 to March quarter 2012a
Index (Reference year: 1989‑90=100)
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a Non-rural goods excludes monetary gold.

Source: ABS (International Trade Price Indexes, Australia, March 2012, Cat. no. 6457.0).

Figure 11.6
Share of Australian goods exports, 1904 to 2011
Per cent
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a(Data are 5-year moving averages.

Sources: Gillitzer and Kearns (2005); ABS (International Trade in Goods and Services, Australia, December 2011, Cat. no. 5368.0).
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Prices of Australian imported goods by broad category,
September quarter 1983 to March quarter 2012

Index (Reference year: 1989‑90=100)
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Source: ABS (International Trade Price Indexes, Australia, March 2012, Cat. no. 6457.0).
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Share of Australian goods and services import volumes, September quarter 1985 to March quarter 2012a
Per cent
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a The reference year for the chain volume series is 2009‑10.

Source: Based on RBA (Balance of Payments — Exports and Imports, Statistical table H3, 6 June 2012).

Although the broad composition of goods and services imported into Australia, in quantity terms, has been similar since the mid‑1980s, there has been a relative decline in the importance of service imports and an increase in the relative contribution of capital goods imports (figure 11.9). Within the categories of imported goods, there have been some changes in the relative importance of individual items, for example, there has been an increase in the quantity of information and communication equipment imported by consumers and firms. However, because of declining prices, the value of information and communication equipment as a proportion of total imports has not changed greatly (Dark and Hawkins 2005).

The destinations from which imports are sourced has changed over time. An increasing share of imports from emerging economies in Asia, particularly China, has occurred (figure 11.9). This shift generally reflects the move to lower cost supplies, dampening, and, in some cases, reducing prices. These factors have contributed to lower real prices of imported goods in recent years. 

Figure 11.
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Share of Australian imports by country, 1959‑60 to 2010‑11a,b
Per cent
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a ABS data used to extend the Reserve Bank of Australia (RBA) data after 1997‑98. b ASEAN plus other major Asian economies includes: ASEAN, China, Korea, Taiwan and Hong Kong.
Sources: RBA (Australian Economic Statistics, 1949‑50 to 1996‑1997, Table 1.6); ABS (International Merchandise Imports, Australia, March 2012, Cat. no. 5439.0).

Volatility driven by fluctuations in individual commodity prices
The volatility experienced in the terms of trade over time has been largely due to changes in export prices for particular commodity groups, such as rural commodities, which historically have dominated Australia’s exports, and more recently mining commodities. 

During the latter half of the 20th Century, the diversification of the export base beyond rural commodities contributed to higher export values and reduced terms of trade volatility. By the end of the 20th Century, assisted by the floating of the Australian dollar in December 1983, the terms of trade were thought to be more stable and future price shocks were expected to be shorter and of smaller impact (Gillitzer and Kearns 2005).

However, since 2000, commodity prices have risen sharply. The current resource boom differs from previous booms, such as the 1850s gold rush or the 1980s energy boom, as it has exhibited higher price increases for a considerably longer duration. The current resource boom is being driven by strong global demand for minerals, particularly from China and India (Gruen 2011; Stevens 2011). The resulting price increases have been concentrated in minerals such as iron ore, black coal, crude oil and base metals.
A number of factors have helped sustain the high resource prices in the current boom. These include: continued strong growth in demand from China and India, long lead times for investment projects that affect global supply responses, and the mining of more marginal reserves with higher extraction costs, which increase supply costs for new sites compared to existing sites. 
11.
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Some perspectives on the outlook for Australia’s terms of trade
The future terms of trade will depend on global supply and demand for Australia’s exports and imports, and the relative efficiency with which these products are produced. While Australia has relatively stable import trends and diversified exports, periodic volatility in the prices of commodity exports is likely to continue. Based on past experience, the main source of uncertainty regarding terms of trade projections is likely to come from uncertain surrounding future mineral prices. 

The high levels of demand for Australian minerals are unlikely to undergo any considerable abatement as China (box 11.1) and India continue their strong economic development.
	Box 11.
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China’s demand for Australian resources

	China is the principal destination for Australia’s exports, accounting for almost a quarter of total exports. These exports mainly comprise intermediate inputs. 

The level of production in China is influenced by economic activity in the United States, Hong Kong and Japan — China’s three principal export destinations (DFAT 2010a). The recent global downturn has reduced economic activity in the North Atlantic economies and Japan, slowing demand for manufactured goods exported from China. This has reduced demand for Australian mineral exports (Roberts and Rush 2010), leading to concerns regarding the sustainability of China’s exports and, therefore, demand for Australian exports.

However, China’s real economic growth, which averaged 10 per cent annually over the past decade, is driven by both the manufacturing export industry and by domestic infrastructure and housing investment. Since 2000, exports have contributed to about a third of China’s economic growth, while about half of its growth has been derived from gross fixed capital accumulation and a fifth from domestic consumption (Roberts and Rush 2010). This suggests that, if China continues on its development path, there are reasons to suggest that strong demand will continue for Australia’s commodity exports notwithstanding sluggish growth from other advanced economies. 

	Sources: Gruen (2011); Stevens (2011); Roberts and Rush (2010).

	

	


Despite this expected strong growth in demand, future prices remain hard to predict, as global production will continue to increase, particularly as capacity enhancing investments in mining and the energy sector by suppliers across the globe take effect. For example, investments in major coal exporting countries, such as Indonesia, Colombia and South Africa, are well underway. These and other new investments are likely to increase the global supply of Australia’s major export commodities in the short to medium term. Similarly, supplies of iron ore from both Australia and Brazil, the world’s two largest producers, are expected to increase alongside global copper production driven in large part by increases in Peru, but also from Australia, the United States, Africa and Chile. Investment in the Australian mining sector as a whole is now twice as high as the average rate for the previous 25 years, with more growth expected in resource sector projects (Stevens 2011). Given the considerable time taken between discovering new deposits, undertaking investment and developing a fully operational mine, these investments will gradually feed through into increased global supply and lower world prices (all other things being equal).
ABARES commodity price forecasts involve a gradual decline in bulk commodity prices over the period to 2016 (2011a, pp. 128–9). Over time, the forecasts assume that the high exchange rate will put competitive pressure on non-commodity exports, with the Australian dollar weakening in the medium- to longer-term (with the trade weighted index (TWI) expected to moderate to around 70 by 2015‑16). This would have a downward effect on the terms of trade, as the cost of imports in Australian dollars increases.
These forecast price declines may be partly offset by continued declines in world manufactured goods prices stemming from strong productivity growth in China’s manufacturing industry and global competition (O’Connor and Orsmond 2007). 
Overall, there is a broad consensus that the terms of trade is likely to fall. However, uncertainty remains as to how long the current conditions will remain and the level of the terms of trade over the longer term (Stevens 2011). As China is Australia’s main source of imports, the Australian dollar price of goods from China will be influential in determining Australia’s future terms of trade.
11.
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Projections used in other studies
The terms of trade assumptions employed in other Australian studies have been used to inform the modelling reference case applied to the MMRF model:

· Australia’s Low Pollution Future (Australian Government 2008);
· Intergenerational Report 2010 (Australian Government 2010); and
· Strong Growth, Low Pollution (Treasury 2011).
Australia’s Low Pollution Future
Australia’s Low Pollution Future provided terms of trade projections to 2100 (figure 11.10). Treasury forecasts from the then current federal budget were imposed on the MMRF model, followed by a step-down approach until 2020‑21 (the methodology adopted in recent federal budgets). The terms of trade increased by almost 14 per cent in 2010‑11, and was projected to decline 0.25 per cent in 2011‑12 and 3 per cent in 2012‑13.

Figure 11.10
Terms of trade projections to 2100 in Australia’s Low Pollution Futurea,b
Index (Reference year: 2005=100)
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a Index of the ratio of export prices to import prices. b Actual data to 2009. Projections to 2100.
Source: Australian Government (2008, p. 240).
Over the decade following 2011‑12, the implied assumption was for a downward trend in the terms of trade, as export prices converge to prices that reflect long-term supply and demand for key commodities. From 2020‑21, the MMRF model endogenously determined the terms of trade to 2100 based on long-term world demand for the commodities that Australia exports and imports (as determined by the GTEM model).

The projections indicated a gradual rise in real global prices for oil, gas and coal. The price increases incorporated higher marginal costs of extraction due to resource depletion of energy commodity stocks along the lines of International Energy Agency (IEA) projections. More specifically, south eastern gas supplies in Australia were assumed to be depleted over the next 20 years. Liquefied natural gas facilities in Queensland were expected to develop, leading to a convergence with international gas prices by 2029‑30.

The Government’s modelling also imposed energy supply constraints on the MMRF model based on external sources such as Geoscience Australia. Gas production was assumed to cease in South Australia and Victoria by 2020 and 2030, respectively, and national opportunities for oil production were extinguished by 2030. No constraints were imposed on black or brown coal production, which were estimated to have sufficient proven reserves for 90 and 490 years of production, respectively (Geoscience Australia and ABARE 2010, pp. 131–2). 
The terms of trade assumptions adopted in Australia’s Low Pollution Future were also used in the Garnaut Climate Change Review (Garnaut 2008).
Intergenerational Report 2010
The Intergenerational Report 2010 assumed that the terms of trade would gradually decline from the then current high level (figure 11.11). It was then expected to stabilise from 2027‑28 until the end of the projection period in 2049‑50. This is consistent with the Australian Government’s projection in the 2009‑10 Mid‑Year Economic and Fiscal Outlook (Australian Government 2009). 
This contrasts with the projections in Australia’s Low Pollution Future, which assumes that, after an initial fall from historically high levels, the terms of trade rises over the longer-term to 2100.

Figure 11.11
Terms of trade projections to 2050 in Intergenerational Report 2010a,b
Index (Reference year: 2007‑08=100)
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a Index of the ratio of export prices to import prices. b Actual data to 2008‑09. Projections to 2049‑50.

Source: Australian Government (2010, p. 19).

Strong Growth, Low Pollution

Strong Growth, Low Pollution updated Australia’s Low Pollution Future (Australian Government 2008). The modelling used the same medium-term path for the terms of trade as the then current budget, a projected decline of around 20 per cent over a 15-year period. The terms of trade was then assumed to continue declining until 2037‑38. In later years, it grew modestly reflecting the long-term expectations of world demand and supply for Australia’s key exports, as modelled within GTEM (figure 11.12).
Figure 11.
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Terms of trade projections to 2050 in Strong Growth, Low Pollutiona,b,c
Index (Reference year: 2010=100)
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a Index of the ratio of export prices to import prices. b Medium term global action. c Actual data to 2011. Projections to 2050.

Source: Treasury (2011, p. 166).

The main differences from the earlier study are that the terms of trade was assumed to unwind over a longer timeframe (to 2037‑38 rather than to 2020‑21) and that the longer-term trend of a gradual increase is less pronounced. The timeframe for the unwinding of the terms of trade is also longer than that used in the Intergenerational Report 2010.

The reference case for Strong Growth, Low Pollution also includes projections for real oil, gas and coal prices. The oil and gas prices are based on projections from the IEA and rise strongly in real terms to 2035 and remain constant thereafter (figure 11.13). This strong growth reflects the assumptions of rapidly increasing world demand and rising extraction costs from more marginal resources. In comparison, the real coal prices used are based on Treasury projections of a gradual rise to 2028 and constant prices thereafter.

Figure 11.
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Real coal, gas and oil price projections to 2050 in Strong Growth, Low Pollutiona
Index (Reference year: 2006=100)
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a Projections reflect the medium global action scenario and are based on 2010 Australian dollars.
Source: Treasury (2011, p. 64).
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Towards a modelling reference case

As discussed, international factors will continue to play an important role in shaping the Australian economy and the composition of economic activity.
Assumptions about the external sector are an important part of any modelling reference case, especially in single country models such as MMRF that do not explicitly model changes in international demand, supply and trade. Without these assumptions, domestic considerations alone would determine model projections of the structure of the Australian economy.

The recent strong rise in the Australian terms of trade that commenced around 2000 has made it even more important to take these external assumptions into account, as resulting changes in economic activity are beginning to be reflected in the official economic statistics that are used to construct the MMRF model database. The rise in the terms of trade means that mining industries such as coal and iron ore accounted for a relatively larger share of national activity in 2005‑06 than they have done historically. This will affect modelled projections of economic activity.
However, as the discussion in section 11.5 highlights, simplifying assumptions are needed. Further, these assumptions are often arbitrary and will be subject to re‑assessments in light of new information.

The reference case assumptions would ideally reflect, at least stylistically, the growth in the terms of trade that has occurred since 2005‑06 and its likely future unwinding, both for the economy as a whole and for key products traded internationally (such as wool, wheat, black coal, crude oil, gas, iron ore, gold, meat products, air travel, business services and education services). This involves identifying the speed at which the terms of trade could unwind, the level to which it unwinds, and the relative contribution made by each product traded.

This approach requires the ability to decompose aggregate changes in the terms of trade that are published by the ABS into the contributions made by changes in the price of individual export and import products. 

As published, the ABS terms of trade can be decomposed into the price changes for broad product groupings based on the Standard International Trade Classification (SITC) that is used by the ABS in the Balance of Payments and International Investment Position (Cat. no. 5302.0). These groupings are, however, too aggregated for use with the ABS Input-Output Tables and with the MMRF model. For example, the prices of mining products are reported for: coal, coke and briquettes; other mineral fuels; metalliferous ores and metal scrap; and petroleum, petroleum products and related materials. Most of these SITC groups span more than one MMRF commodity. Furthermore, the SITC classifications also combine many of the mining activities, such as oil extraction and metal ore mining, with their downstream processing (the latter are part of manufacturing in the ABS Input-Output Tables, which are used to construct the MMRF database). As a result, it is not possible to identify specific contributions made, for example, by iron ore and gas prices to the change in the terms of trade from available ABS Balance of Payments data. Nor is it possible for the Commission to map from the SITC classifications to the Input-Output Product Group classification used by the ABS in the Input-Output Tables as the concordance (mapping) is confidential.

Consequently, the Commission cannot satisfactorily decompose changes in the terms of trade published by the ABS into the contributions made by the export and import prices of the commodities specified in the MMRF model.

Given this, the Commission’s approach in its modelling of the external sector in the reference case has been guided by the approach used by the Treasury in its MMRF climate change modelling (Australian Government 2008, Treasury 2011).
The Commission’s approach involves:

· imposing an aggregate terms of trade shock (applied to the MMRF variable nattot);

· applying commodity-specific shocks to key export commodities (covering export prices and, in some instances, export volumes); and

· allowing the model to determine the changes in export prices for a pre-determined set of export commodities (in this case, all of the remaining traditional exports — the set TOTADJ
) to ensure that the terms of trade change by the required amount (by introducing and endogenising a new export price shift term, natf4p_tot, that effectively operates over the set TOTADJ).
The Commission has modelled the actual terms of trade to 2010‑11 (figure 11.14). This is linearly unwound to reach 2004‑05 levels (prior to the terms of trade boom and broadly indicative of the long-term historical average) in 2017‑18 and assumed to remain constant at this level to 2049‑50. The time period over which the terms of trade are unwound is the same as that used to transition from current industry productivity growth rates to their longer-term average (discussed in chapter 10).
Given marked differences in changes to the world prices of particular commodities in the mining sector and the timing of these changes, the Commission has imposed commodity-specific shocks for key mining and related exports: black coal, crude oil, gas, iron ore, non-iron ore, alumina and aluminium.
 The basic approach used for these commodities is similar to that used for the aggregate terms of trade shocks to ensure internal consistency: actual data is used to 2010‑11, before being unwound to reach 2004‑05 price levels in 2017‑18 and remaining constant thereafter (figure 11.15). The two exceptions were alumina and aluminium, which had returned to 2004‑05 price levels by 2010‑11 and did not require any further unwinding. Actual export volumes were also applied for coal, oil, gas and iron ore to 2009‑10 (figure 11.16), as export volumes and prices moved differently for particular commodities (especially for coal and iron ore). All of the export price and volume shocks were targeted to key exporting (rather than producing) states. All of the data used were sourced from ABARES Australian Commodities or Australian Commodity Statistics (2011a).
Figure 11.
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Terms of trade to 2049‑50 in the modelling reference casea,b,c
Index (Reference year: 2004‑05=100)
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a Index of the ratio of export prices to import prices. b Actual data to 2010‑11. Projection: 2010‑11 to 2049‑50. c Model shocks expressed as annual percentage changes.
Source: Commission estimates based on Treasury (2011, p. 166).

Figure 11.
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Commodity prices imposed to 2017‑18 in the modelling reference casea,b,c
Index (Reference year: 2004‑05=100)
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a Actual data to 2010‑11. Projection: 2010‑11 to 2017‑18. b Model shocks expressed as annual percentage changes. c Alumina and aluminium export price shocks imposed to 2009‑10.
Source: Commission estimates based on ABARES (2011a).

Figure 11.
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Commodity volumes imposed to 2010‑11 in the modelling reference casea,b
Index (Reference year: 2004‑05=100)
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a Actual data to 2010‑11. b Model shocks expressed as annual percentage changes.
Source: Commission estimates based on ABARES (2011a).
� 	The set of all remaining traditional export commodities consists of: livestock; crops; other agriculture; forestry; fishing; other mining; meat products; dairy products; other food, beverages and tobacco; wood products; petrol; other petroleum and coal products; chemical products; rubber and plastic products; iron and steel; other non-ferrous metals; metal products; motor vehicles and parts; other equipment; other manufacturing; business services; and education.


� 	Non-iron ore export price changes are calculated as the weighted-average of the export price changes for: copper, gold, lead, manganese ore, nickel, silver, tin, titanium minerals, uranium oxide, zinc and zircon.
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