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“Mongolia Foreign Trade Review 1M2016”

Despite the fact that import has been going down along with exports, current balance is improving
substantially.
Due to slump in minerals prices in international markets, Mongolian foreign trade is keeping deteriorating.
OT and TT resumption will boost the economy.
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Total trade turnover: USD 528.3 million
As of January 2016, the total cumulative trade turnover slumped by 26.6 percent (USD 191.8 million)
on a year-on-year basis and amounted to USD 528.3 million. The decline in the trade turnover was
mainly due to the plunges in exports by USD 143.6 million.
The structure of the trade flows with the neighboring trade partners is as following: (i) trade with China: 66.7 percent or USD 352.5 million and (ii) trade with Russia: 10.0 percent or USD 53.1 million.
The trade volume between Mongolia and China decreased by 25.4 percent while the trade volume
between Mongolia and Russia declined by 39.9 percent.

Trade balance: USD 130.0 million
As of January 2016, the cumulative trade balance worsened by USD 95.4 million on a year-on-year
basis and amounted to USD 130.0 million. During the reported period, even though the total imports
went down 19.5 percent on a year-on-year basis, exports plunged by 30.4 percent from that of the
previous year, thus the trade balance worsened by USD 95.4 million.
The three-month moving average value of the difference between annual growth rates of exports
and imports has been declining since the beginning of 2015. The high export growth rate during
2014 was due to the exports of copper concentrate and it began to stabilize.

Trade balance of paid trade flows:
USD 137.4 million
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The state of the trade balance of paid trade flows is one of the main variables which determine the
pressure on the domestic foreign exchange market.
As of January 2016, the trade balance of paid trade flows amounted USD 137.4 million. During the
reported period, paid imports slumped by 19.0 percent, and paid exports plunged by 28.7 percent on
a year-on-year basis.

Terms of trade: 1.117 (test estimation)

As of January 2016, terms of trade index (2012 base year) went down by 36.9 percent on a year-onyear basis and amounted to 1.117.
This decline in the terms of trade is mainly attributed to the decrease in export price of copper concentrate, iron ore and crude oil.
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EXPORT
Composition: 86 percent + 14 percent
The share of mineral exports in total exports went down by 3 percent from on a year-on-year basis.
Exports of coal, copper concentrate, iron ore and concentrate and crude oil constitute a weight of
nearly 76 percent of total exports and 88 percent of mining exports.
In addition, these 4 commodities’ share in the mining exports increased by 2.0 points on a year-onyear basis, share in the total exports remained at the similar level.

Growth: -30.4 percent
Mongolian export slumped by 30.4 percent from that of the previous year, which was mainly affected
by decrease in commodity prices worldwide.
Coking coal, copper concentrate, iron ore and crude oil export declined by nearly 11 percent, 34 percent, 37 percent and 24 percent respectively, which accounted for 32 percent decrease in the
growth of mining export.
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Changes
In January 2016, Mongolian export declined by USD 143.6 million on a year-on-year basis. It is affected by the increase of export commodities’ quantities (USD 6.4 million) and decrease in export
commodities’ prices (USD 150.0 millions).
Because of the increase in quantity of iron ore, copper concentrate and crude oil export, mining export went up by USD 26 million. On the other hand, because of decrease in prices of mineral exports, mining export went down by USD 145.0 million.
Cashmere, cashmere products’ export increased by USD 1 million, while other exports decreased by
USD 9 million.

World market prices for primary commodities
On January 29 2016, gold price reached USD 1,118, decreased by 12.9 percent on a year-on-year
basis and increased by 5.4 percent on a month-on-month basis.
As of Jan 29 2016, copper and iron ore prices amounted to USD 4,570 and USD 43.0, respectively.
Copper price decreased by 17.5 percent on a year-on-year basis and by 2.9 percent on a month-onmonth basis. Iron ore price declined by 32.8 percent on a year-on-year basis and by 2.3 percent on
a month-on-month basis.
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IMPORT
Composition: 37 percent + 29 percent + 15 percent
As of January 2016, 37 percent of total imports were consumer goods, 29 percent were capital
goods and 15 percent were fuels.
Share of the capital goods in total imports decreased by 2 percent from on a year-on-year basis,
while the share of consumer goods import increased by 3 percent.
Growth: -19.5 percent
Mongolian imports decreased by 19.5 percent on a year-on-year basis. Main contributors of this decrease were capital goods decrease, which equals to 4 percent of the total decrease and fuel imports which equals to 13 percent of the total decrease.
Capital goods and petroleum products imports decreased by 14 percent (USD 10 million) and 51
percent (USD 31 million) respectively. Thus total import went down on a year-on-year basis.

Breakdown
Main contributors of decrease in consumer goods import were both in durables and non-durables.
Household electrical appliances and furniture import decreased by 30 percent (USD 3 million) and
foods import declined by 10 percent (USD 4 million).
Capital goods import decreased by 14 percent (USD 10 million) which was mainly contributed by 10
percent decrease in machinery, equipment and supplies (USD 4 million). In addition, import of construction materials declined by 15 percent (USD 2 million) on a year-on-year basis.
Intermediate goods and industrial materials import increased by 9 percent (USD 3 million).
Fuels import declined by 51 percent (USD 31 million). The border price of oil has been decreasing
since the end of 2013 (Figure 8). In parallel with global oil market price, it declined sharply during
last half year.
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Import of the consumer goods
The growth of consumer goods import, calculated by 3 month moving average method, is constantly
declining. /Figure7/.
Even though, the import growth of non-durable consumer goods was relatively stable, it started to
decline by bigger phase in last 12 months.
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Disclaimer
Information in this report does not constitute invitation or application or investment advice or service provision for sale and purchase of any stock, future, option or other financial product by Frontier Securities and its related company. This report is not the recommendation to make a specific trade and guarantee for a specific product whether it is appropriate or adequate for buyers. Also, although this presentation is prepared from the
various information sources we deem reliable, we shall not guarantee their accuracies and
rightness. Moreover, past performances do not suggest or guarantee for the future results.
Thus, the Company shall not take responsibility for the loss out of the decision based on
its content. When making a contract on trades using the information in this presentation,
please consult with your business advisor, lawyer, tax & accounting advisor about investment product prices, compatibility, value or other items beforehand. Information and services in this presentation and its provision or usage shall not contradict to the applied
laws and work guidelines or regulations of self regulating organization or shall not be
provided in the legal frame which does not admit such information and its provision; in
the legal frame natural person or legal body shall not use those information and service.
Some of the products and services in this presentation may not be applied for all the legal
frames or not all customers may not use. Also, the Company may change or delete information or other items in this presentation without previous notice.
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