14 February 2007

Development of external trade price indices in the fourth quarter of 2007 and over the year 2007

Quarter-on-quarter comparison:

Export prices Q4 2007 compared to Q3 2007 decreased by 3.2% (Q3 price remained unchanged). Import prices decreased by 2.6 % (in Q3 +0.1%).

In export prices the most marked decrease (-3.9%) was recorded in 'chemicals and related products' (especially 'organic chemicals'), in 'machinery and transport equipment' (-3.7%) and in 'crude materials, inedible except fuels' (-3.4%, mainly wood and cork). Among groups more important in terms of weight only prices of 'food beverages and tobacco' went up by 3.2% (mainly cereals and cereal preparations).

In import prices the most marked drop by 4.7% was recorded in 'manufactured goods classified chiefly by material' (especially non-ferrous metals), 'crude materials, inedible, except fuels' by 4.0% (especially crude rubber), 'miscellaneous manufactured articles' by 3.1% and 'machinery and transport equipment' by 2.9%. Among groups most important in terms of weight a price growth was recorded only in 'mineral fuels, lubricants and related materials' by 2.9% and 'food, beverages and tobacco' by 0.4%. 
External trade price development was again widely affected by the CZK exchange rate to the leading

foreign currencies.
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The q-o-q exchange rate index includes two most important currencies from the aspect of Czech external trade, i.e. EUR and USD; q-o-q indices of CZK exchange rates to these currencies were weighted by the weight which pertains to those currencies in the export price index.
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Similarly, when comparing with q-o-q import price indices, q-o-q EUR and USD exchange rate indices were weighted by the weight which pertains to these currencies in the import price index.

Thus, it becomes clear that in both the imports and exports, external trade prices have a strong relation to exchange rate impacts. This relation could naturally be even stronger in m-o-m comparison, however, also in q-o-q index it is relatively strong as shown in graphs. It is rather logical conclusion because the contracts with foreign entities are, as a rule, signed for a longer period of time and the longer is the contract period, the stronger is the relation to exchange rates. The above graphs clearly show a significant strengthening of CZK exchange rate in the last two quarters and its impact on the decrease of import and export price indices.

In Q4 2007, the value of terms of trade compared with Q3 2007 was 99.4 % (in Q3 2007 it was 99.9 %). In groups important in terms of weight negative values of terms of trade were recorded in 'mineral fuels, lubricants and related materials' (96.7%), 'chemicals and related products' (98.9%, particularly organic chemicals), 'machinery and transport equipment' (99.2%) and 'miscellaneous manufactured articles' (99.9%). Among other groups positive values of terms were recorded in 'food, beverages and tobacco' (102.8%, mainly cereals and cereal preparations), 'manufactured goods classified chiefly by materials' (101.8%) and 'crude materials, inedible, except fuels' (100.6%). 
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Year-on-year comparison:

In Q4 2007 export prices fell by  1.2 % (in Q3 +1.9%). The prices thus dropped for the first time since Q3 2006. Their significant decrease came mainly from marked strengthening of CZK to EUR and USD. Most profound drop was recorded for prices in 'machinery and transport equipment' by 3.3% (especially 'telecommunications and sound-recording and reproducing apparatus') and prices in 'chemicals and related products' and 'miscellaneous manufactured articles' both by 2.7%. Prices in all other groups grew, of which prices in 'food, beverages and tobacco' by 15.9% (especially cereals and cereal manufactures) and in 'crude materials, inedible, except fuels' by 2.2% (mainly cork and wood).
Import prices decreased in Q4 2007 by 1.5 % (in Q3 2007 by 0.5 %). The price drop was attributed to a strong CZK exchange rate. The most marked price decline was recorded in 'machinery and transport equipment' (mainly office machines and automatic data-processing machines) and 'miscellaneous manufactured articles', both by 4.6%. Prices decreased also in 'manufactured goods classified chiefly by material' by 3.3% and in 'chemicals and related products' by 1.7%. Prices in all other groups grew. Among groups important in terms of weight price increases were recorded mainly in 'mineral fuels, lubricants and related materials' by 12.1% and in 'crude materials, inedible, except fuels' by 6.7% (metaliferrous ores, in particular).
Terms of trade reached in Q4 2007 the value of 100.3 %, y-o-y, (i.e. by 2.1 p.p. less than in Q3 2007). Y-o-y terms of trade showed positive figures, however, they were falling for the third quarter in a row – see graph below. The highest value was reached in 'food, beverages and tobacco' 109.8 % (mainly in 'cereals and cereal manufactures'): Positive terms of trade values were reached also in 'manufactured goods classified chiefly by material' 103.5% (especially non-ferrous metals), in 'miscellaneous manufactured articles' 102.0% and in 'machinery and transport equipment' 101.4 %. The lowest terms of trade values were recorded in 'crude materials, inedible, except fuels' 95.8 % (metaliferrous ores, in particular).
Different development trends in export and import prices in this quarter were harmonised for the first time from Q3 [image: image4.wmf]Dovozní ceny meziročně
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2005. As it was shown above, external trade prices are exposed to many effects, among other things, also to the CZK exchange rate to foreign currencies. This influence is important and often even decisive mainly in m-o-m expression; however, it is very significant in the quarter-on-quarter comparison and markedly affects also the level of y-o-y external trade price indices. In this quarter the growth of CZK exchange rate was extremely strong. The development of quarterly exchange rates (y-o-y changes) is clear from the graph below.
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Development of external trade price indices in 2007

Export prices in 2007 increased y-o-y by 1.3% on average (in 2006 prices dropped by 1.2%). The most significant price increase was recorded in 'crude materials, inedible, except fuels' by 12.6% (especially metaliferrous ores). Among more important observed groups a price increase was recorded in 'manufactured goods classified chiefly by material' by 3.7% and in 'food, beverages and tobacco' by 12.2%. Prices dropped only in 'machinery and transport equipment' (especially 'office machines and automatic data processing machines') and in 'miscellaneous manufactured articles', both by 0.8%.

Import prices, conversely, dropped in 2007, y-o-y, 0.1%, on average (in 2006 +3.0%). The most marked drop of prices was recorded in 'machinery and transport equipment' by 3.7% (mainly in 'office machines and automatic data processing machines'), in 'miscellaneous manufactured articles' by 3.0% and 'mineral fuels, lubricants and related materials' by 1.3%. Conversely, among more important groups the biggest price increase was recorded in 'crude materials, inedible, except fuels' by 7.1% (especially metaliferrous ores), in 'food, beverages and tobacco' by 2.8% and in 'manufactured goods classified chiefly by material' by 2.0%.

Terms of trade reached in total positive value of 102.3% in 2007 (98.5% in 2006). However, the terms of trade figures were gradually falling over the year 2007 – from 103.7% in Q1 to 100.3% in Q4.

Export price indices adjusted y-o-y by exchange rate

The CZSO makes experimental calculations of monthly external trade price indices adjusted for exchange rate influence. The method used does not allow due to many practical reasons to make a 100% exchange rate adjustment (i.e. not all observed deals made in foreign currencies are for the needs of calculations of external trade price indices also reported as such – this share, however, makes only about 30 %). Nevertheless, it was verified that despite the increasing share of reporting in foreign currencies the currency basket remains basically constant. Thus, it can be stated that at the full exchange rate adjustment the differences between the published price indices and price indices that were adjusted would be even bigger. 
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It is clear from the graph that the exchange rate was important also for export price indices. For the whole observed period except for June 2007 it decreased their amount (CZK was mostly strengthening to foreign currencies). In June the exchange rate increased the price index due to weakening of CZK to EUR. After elimination of the exchange rate influence, export prices would have been increasing in all months in 2006 and 2007: In 2007, especially in the last two months it is obvious how a strong exchange rate affected the external prices decrease.  
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The graph above shows that the exchange rate markedly influenced also the import price indices. For the whole observed period it decreased their amount. After elimination of the exchange rate influence, export prices would have been increasing in all months of 2006 and 2007. 
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From the above graph it is clear that in the period from January 2006 to April 2006 the exchange rate pushed the y-o-y terms of trade values down and from May 2006 to February 2007 it pushed them up. This happened due to the fact that in the currency basket there is higher proportion of USD in imports compared to exports. As it is obvious from the graph Monthly Exchange Rates just in the period from January 2005 to April 2006 CZK strengthened to EUR and, concurrently, mostly weakened to USD. The graph also suggests that even after elimination of the exchange rate influence the terms of trade would have been gradually growing from May 2006 to February 2007, however, this influence grew due strengthening of the exchange rate. From February 2007, with a little exception in June 2007, terms of trade values were falling continually and in December 2007 they showed negative figures for the first time after sixteen months.
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What other reasons caused a gradual drop of the y-o-y terms of trade? The above graph includes groups showing more significant downward trend in the terms of trade development since 2007. This applies to 'crude materials, inedible, except fuels' (especially metaliferrous ores) where import prices grew faster than export prices but especially in mineral fuels and related chemicals (especially plastics). How would the terms of trade value develop if the observed groups would not include 'mineral fuels, lubricants and related materials'?
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As it is clear from the above graph, 'mineral fuels, lubricants and related materials' decreased the total value of y-o-y terms of trade in the period from January to August 2006, and in the period from September 2007 they pushed the terms of trade value up and since October 2007 mineral fuels again had a downward effect on the terms of trade value. It is naturally related to the world market price development, especially to crude oil prices. Import prices which compared to export prices include higher proportion of crude materials respond more sensitively to price turbulences and therefore when prices of crude materials go up, terms of trade, as a rule, go down and, conversely, when prices of crude materials fall, terms of trade grow.

The following table shows published external price indices without adjustment
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Prapared by: Vladimír Klimeš, price statistics department

Branch director: RNDr. Jiří Mrázek, tel. 274 052 533
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		CZK/USD		-1.41		0.14		3.53		0.80		-1.78		-2.20		-1.30		1.07		-0.42		-2.48		-4.53		-5.07		1.01		-0.34		-1.91		3.11		2.24		3.69		1.47		-3.90		-0.74		3.43		0.42		-1.54		-2.89		0.27		0.16		-2.45		-4.79		1.37		0.00		-1.93		1.32		0.61		-3.03		-3.36		1.89		0.81		-1.87		-2.16		0.81		1.78		-2.97		-0.93		-2.86		-3.26		-5.27		-0.91		-1.87

		IS																								2004		2005																								2006																								2007																								2008

		měsíce		1.		2.		3.		4.		5.		6.		7.		8.		9.		10.		11.		12.		1.		2.		3.		4.		5.		6.		7.		8.		9.		10.		11.		12.		1.		2.		3.		4.		5.		6.		7.		8.		9.		10.		11.		12.		1.		2.		3.		4.		5.		6.		7.		8.		9.		10.		11.		12.		1.		2.		3.		4.		5.		6.		7.		8.		9.		10.		11.		12.

		CZK/EUR		3.92		3.83		3.86		2.81		1.86		0.65		-1.12		-2.03		-2.33		-1.57		-2.15		-5.16		-7.37		-8.81		-9.71		-7.33		-5.50		-5.00		-4.22		-6.46		-7.26		-5.74		-6.48		-5.46		-5.24		-5.18		-3.80		-5.38		-6.44		-5.48		-5.78		-4.73		-3.16		-4.67		-4.21		-4.13		-3.06		-0.63		-2.08		-1.75		-0.14		0.56		-0.40		-1.19		-2.84		-3.37		-4.63		-5.32		-6.43

		CZK/USD		-12.49		-11.54		-8.47		-7.00		-1.71		-3.30		-8.30		-10.40		-10.31		-7.75		-11.89		-13.11		-10.97		-11.40		-16.05		-14.12		-10.60		-5.22		-2.56		-7.35		-7.65		-2.05		3.03		6.86		2.73		3.35		5.53		-0.16		-7.02		-9.10		-10.42		-8.58		-6.69		-9.23		-12.35		-13.98		-9.75		-9.26		-11.10		-10.84		-5.60		-5.21		-8.02		-7.08		-10.90		-14.33		-16.31		-14.19		-17.35

		IS-Q		2002								2003								2004								2005								2006								2007

		kvartály		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q

		CZK/EUR		-8.74		-11.35		-11.10		-7.07		-0.40		3.53		6.35		4.01		3.89		1.75		-1.80		-3.00		-8.66		-5.94		-6.05		-5.87		-4.71		-5.78		-4.54		-4.28		-1.97		-0.42		-1.44		-4.34

		CZK/USD		-3.76		-15.64		-19.61		-16.58		-18.64		-16.26		-6.94		-12.53		-10.77		-4.14		-9.62		-11.05		-12.95		-9.98		-6.00		2.62		3.89		-5.64		-8.54		-11.70		-10.06		-7.15		-8.55		-14.90

		IP-Q		2002								2003								2004								2005								2006								2007

		kvartály		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q		1Q		2Q		3Q		4Q

		CZK/EUR		-4.36		-4.25		-0.52		2.00		2.51		-0.48		2.19		-0.24		2.40		-2.53		-1.37		-1.46		-3.57		0.37		-1.49		-1.28		-2.38		-0.76		-0.19		-1.01		-0.03		0.82		-1.21		-3.92

		CZK/USD		-2.12		-8.58		-7.18		0.44		-4.55		-5.90		3.15		-5.60		-2.62		1.09		-2.75		-7.09		-4.70		4.55		1.55		1.43		-3.52		-5.05		-1.57		-2.08		-1.73		-1.98		-3.04		-8.88

				2001		2002		2003		2004		2005		2006		2007

		CZK/EUR		34.083		30.812		31.844		31.904		29.784		28.343		27.762

		CZK/USD		38.038		32.736		28.227		25.701		23.947		22.609		20.308

		IS-Y

		Roky				2002		2003		2004		2005		2006		2007

		CZK/EUR				-9.60		3.35		0.19		-6.64		-4.84		-2.05

		CZK/USD				-13.94		-13.77		-8.95		-6.82		-5.59		-10.18





G-IP

		1.
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2007
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		10.		10.
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2008



CZK/EUR

CZK/USD

měsíce - months

meziměsíční změny v %
M-o-m changes (%)

Měsíční kurzy (meziměsíční změny v %)
Monthly exchange rate (M-on-m changes in %)

0.2304064514

1.8884977642

1.4008117525

0.8123628554

-0.6234281464

-1.8709767054

-0.1603992158

-2.1614988909

0.7890039272

0.8103805895

1.1122524884

1.7847743911

-0.753196707

-2.9663407296

-1.6660783622

-0.9253427644

-1.0230454448

-2.8557457213

-0.8595365031

-3.2618544246

-2.2131987123

-5.2658965553

-1.6123601811

-0.9117873229

-0.9467680608

-1.8736141907
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CZK/EUR

CZK/USD

měsíce - months

meziroční změny v %
Y-o-y changes (%)

Měsíční kurzy (meziroční změny v %)
Monthly exchange rate (Y-on-y changes in %)

-7.3740182746

-10.9715210605

-8.813951365

-11.3950355975

-9.7077370846

-16.0471340421

-7.332226118

-14.1202935428

-5.4982173016

-10.6033867758

-5.0041121022

-5.2211302211

-4.2194092827

-2.5633046793

-6.4550799772

-7.3545258621

-7.2626582278

-7.6518781883

-5.7394231991

-2.052867277

-6.475532969

3.0260263169

-5.4556726596

6.8605159598

-5.2424942263

2.7313652498

-5.180067421

3.3530229326

-3.8009535961

5.530219172

-5.3833388649

-0.1588801099

-6.4369870267

-7.0183544038

-5.4841502397

-9.1015878159

-5.783180418

-10.4151696607

-4.7276290889

-8.5822290533

-3.1564579423

-6.6914964848

-4.6736529973

-9.2332591544

-4.2069649021

-12.3529411765

-4.1345987921

-13.9817504808

-3.0639601685

-9.7501369401

-0.626562005

-9.2578584636

-2.0767888307

-11.0975916758

-1.7468780693

-10.8382435164

-0.1414877436

-5.5967115367

0.5636779989

-5.2092152756

-0.4042889787

-8.0210329308

-1.1882382152

-7.075021584

-2.843551797

-10.9028120375

-3.3722163309

-14.331565105

-4.634320371

-16.3096442034

-5.3173488858

-14.1851393778

-6.4293667613

-17.3537513423
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CZK/EUR

CZK/USD

čtvrtletí - quarter

% mezičtvrtletních změn
Q-o-q changes (%)

Čtvrtletníkurzy (mezičtvrtletní změny v %)
Qaurterly exchange rate (Q-o-q changes in %)

2.5119113214

-4.5463376724

-0.4774250664

-5.8959223828

2.1920767545

3.1470800288

-0.2424845338

-5.595358753

2.3995761788

-2.6247593662

-2.5320307983

1.094932137

-1.3738408218

-2.7452897597

-1.4594611707

-7.0917597927

-3.5725759815

-4.7030424106

0.3731591924

4.5464471328

-1.4904069574

1.5498370791

-1.2770832631

1.4315685549

-2.3824151819

-3.5243541388

-0.7552447552

-5.0487640827

-0.1902480271

-1.5672732103

-1.006000706

-2.0779921738

-0.0285255839

-1.7316613844

0.8167778293

-1.9771898663

-1.2134720158

-3.0422965047

-3.9179171292

-8.8771947081



G-IS(Q)
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		4Q		4Q



CZK/EUR

CZK/USD

čtvrtletí - quarter

% meziročních změn
Y-o-y changes (%)

Čtvrtletníkurzy (meziroční změny v %)
Qaurterly exchange rate (Y-o-y changes in %)

3.8921209055

-10.7707442839

1.7473075579

-4.1420331651

-1.8030901234

-9.6180058016

-3.0010283898

-11.0506441582

-8.6582062753

-12.9490932593

-5.9356168233

-9.9770599075

-6.0467914015

-6.001314721

-5.8729036818

2.6220501935

-4.7111348038

3.8913394768

-5.7823806679

-5.6437463447

-4.538868484

-8.5400468962

-4.2767424398

-11.7045869327

-1.9685314685

-10.0638977636

-0.4157271702

-7.1545579316

-1.4366396047

-8.5458552602

-4.3358887502

-14.8959625189



G-IS(Y)

		2002		2002

		2003		2003

		2004		2004

		2005		2005
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		2007		2007



CZK/EUR

CZK/USD

rok - year

% meziročních změn
Y-o-y changes (%)

Roční kurzy (meziroční změny v%)
Yearly exchange rate (Y-on-y changes in %)

-9.5971598744

-13.9386928861

3.3493444113

-13.7738269795

0.1884185404

-8.9488787331

-6.6449348044

-6.8246371737

-4.838168144

-5.5873387063

-2.0498888614

-10.177362997




