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Australia’s attitude towards Asia: ‘Once were
worriers’ because of the “The Tyranny of Distance’




We are now In the right place at the right time: ‘The Tyranny
of distance’ has been replaced by ‘The Power of Proximity’




Japan’s economic development has partially driven

Australia’s export growth in the past

Chart 8 JAPAN'S NEED FOR AUSSIE EXPORTS HAS MIRRORED ITS DEVELOPMENT

o source: BBA, IMF, Paul Kennedy, Access Economics
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Now it will be China and India who will drive much of

our export growth

Chart 9 AUSTRALIA'S ASIAN TRADE 'BOOMERANG'
0 Source: RBA, IMF, Access Economics
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China’s recent rise up the ranks is certainly noticeable

Merchandise Exports by Destination
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Especially when you take an historical view

Here Comes China?
Australia's Key Export Destinations
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The BRICS - Brazil, Russia, India and China - are

Important emerging players in the global economy

Source: DFAT BRICs Share of Trade
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Australia is well placed to service the growing
appetite of the BRICs for raw materials
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The number of ‘BRIC bound’ Australian exporters is

substantial

2003/04 - Number of Exporters
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But there’s no doubt - China and India are the big

stories

China’s and India’s economies have grown
extremely rapidly over the past decade

Real GDP growth, 1995-2005
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But we shouldn’t get too carried away

However China’‘s and India’s rapid growth is by
no means unprecedented

Real GDP growth, selected countries and decades
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China and India are reclaiming their strong historical

position In the global economy

Shares of world GDP, 0 — 2005 AD
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China seems to be getting the jJump on India In recent times

Fifty years ago, India’s per capita GDP was higher
than China’'s: now, China’s is double India’s

Per capita GDP
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Indeed, China is on a long march up the ranks of the global

economy with India playing catch up

The world economy in ten years’ time

GDP in 2005 GDP GDP in 2015
growth,
US$bn  Rank 2006- USs$bn Rank
2015 (f)
United States 12,332 i 3.2 16,950 2
China 8,092 2 8.0 17,550 1
Japan 4,009 3 1.5 4,650 4
India 3,603 4 6.0 7,015 3
Germany 2,499 5 1.5 2,897 5
United Kingdom 1,826 a8 2.1 2,250 =7
France 1,812 7 2.1 2,239 =]
Italy 1,695 8 1.6 1,978 10
Russia 1,586 9 5.0 2,585 6
Brazil 1,553 10 3.8 2,252 =7
Canada 1,112 11 2.7 1,448 i4
Korea 1,099 12 4.5 1,702 11l
Indonesia 864 15 6.0 1,543 =12
Australia 639 16 3.4 200 21

Mote: GDP figures are converted to US% at purchasing power parities (PPPs), not market exchange rates.
Forecasts are ‘consensus forecasts”; the fact that they arée presented here does not imply that they are
endorsed by Economics@ANZ . Sources: TMF, World Economic Dutiook - —

. - —
April 2005; Consensus Economics, Consensus Forecasts April 2005; ecanﬂmfff@ & WS *
Economics@ANZ. y




Do you want fries with your popadum?
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Or your dim sim?




China’s share of global trade is increasing

China's share of world merchandise trade
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China is now the world’s third largest exporter — after

Germany and the USA

China is the world’s third largest exporter, and
could be #1 by 2009

China’s share of global Top 10 exporters
merchandise exports 2004
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Whilst India is mainly a services story....

India's share in world 'other commercial services' trade
%

Exports

Im ports

©O O FRr P N N W ®
O U1 O U1 O U1 O Ul

1980 1985 1990 1995 2000

Source: The Lowy Institute




What do the Aussie exporters themselves think?

~_Non-Exporters Exporters/ Non-Exporters
Domestic Businesses ‘Opportunistic/ Irregular’

Exporters
‘Heartland’

|




The ‘heartland’ of exporter-land consistently rates

China at opposite ends of the spectrum

Changes to export orders over the next 12 months by region
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China is consistently our top growth
exporting destination.




Our surveys show a fair bit of ‘panda-hugging’
amongst both exporters and importers




And this is likely to continue into the future

Top 5 exporting destinations in the future
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The China and ASEAN FTAs always rate as

positively In the polls

Impact on your business of FTAs or Closer Economic

Partnership with the following countries

UAE BE0Z 22% 65%
Malaysia 24% 62%
Thailand BEEG 20% 66%

5% Bl 3%

29082%

6% M 2%

298 1%

S

3048 2%

R

4% 2%

* FTAs with China and
ASEAN will have the most
positive impact for
Australian exporters.

M Very positive impact
Somewhat positive impact
Neither

Somewhat negative impact

M \/ery negative impact




India is in the top 20 exporter destinations but only

just

Exporters by country*: 2003-04
(*includes multiple destinations)
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India still to make some headway with small and

medium sized exporters too

United States 36%

New Zealand 33%

United Kingdom
China

Continental Europe

31%

15%

15%

14%

Japan

13%

Singapore

Hong Kong 12%

Papua New Guinea 9%

South Africa

SOURCE: Sensis® Business Index
5% Sweeney Research — August 2004

Base : Exported goods or services overseas in last three months
All other answers less than 3%




Australian exporters do want more representation in India but they

also want it in China, ASEAN markets, North America and Japan

Top 11 export markets where exporters want
Australia to have better trade representation

South East Asia (ASEAN) | 38%
North America |GG 27%
Japan _ 2 n-I Exporters would like Australia to have
sou s I 1% | 120 et e e
Europe G 17%
Korea |G 14%
Taiwan [N 13%
Hong Kong [ 12%
Middle East | 12%

UK I 11%




So where does that leave the Australia-India economic

relationship?

Is it more than just ‘the 3 ¢’s’- curry,
cricket and commonwealth

AT




India Is a growth area for Australian merchandise

exports

Australia’s merchandise exports with India (A$m)
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With plenty of potential in services as well

Australian exports of services by destination (2005)
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Is it Bollywoodisation or Globalisation?

From ”Bride and Prejudice”
starring Aishwarya Rai

(courtesy of Professor Diane Coyle)




Births, deaths and marriages: the role of demography

China is much more challenged by demography
than India

Median age %0 of population
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Japan: Land of the greying sun?

1980 Japan
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China: getting old before they get rich?
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India: Popadum preach?
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BEYOND OUR SHORES

Essays on Australia and the Global Economy

By Tim Harcourt, Chief Economist, Australion Trade Commission




Useful links/further reading:

www.austrade.gov.au/economistscorner
www.austrade.gov.au/beyondourshores
www.abareconomics.com
www.treasury.gov.au
www.anz.com
www.timharford.com
www.lowyinstitute.org
WWW.accesseconomics.com.au
WWW.Sensis.com.au
WwWWw.eiu.com
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