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Global trade in merchandise goods 1948-2013 
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Presenter
Presentation Notes
The current era has been called Globalisation Mark II. This refers to the recovery of world trade as a percentage of GDP to levels not seen since the First World War. The graph shows a steady rise form the 1970’s until the turn of the century when it grows when growth increase almost exponentially. Note here just how severe the effect of the GFC was on international trade.  



Exports of goods and services as a percentage of global GDP 
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Presenter
Presentation Notes
Measured as a proportion of GDP international trade moved from 24 per cent in 1961 to 45 per cent in 2013. On current trends, international trade will make up over half of global. GDP within a decade



Proportion of global merchandise trade by developed, 
developing and transition economies 1948-2013 
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Presenter
Presentation Notes

This graph shows that structural change in global trading patterns has been quite rapid since around 1987, reflecting to a large degree China’s increasing role. Before leaving this graph, a note of caution. It is tempting to conclude from the figure that transition economies play a minor role in world trade. In fact, their trade has grown 500 fold since the Second World War and they now trade over $US 80 billion a year. Their continuing small proportion of merchandise trade reflects the fact that many developing countries have grown faster and that former transition economies such as South Korea and Taiwan have been reclassified. 



Proportion of global services trade by developed, developing and 
transition economies 
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Presenter
Presentation Notes
This graph shows that the global trade in services is more  concentrated in developed economies than those classified as developing . One reason for this is the pivotal role New York and London the so called NYLON connection plays in global finances. The rise of centres such as Dubai and Shanghai may challenge this dominance in coming decades. At the sub national level it means that those cities connected into the global services trade can have significant value flowing through them. Burt to do this a city needs a critical mass of multi nationals. For Australia, this mostly means Sydney and Melbourne.   



Ireland, UK, Australian, NZ, Canada and US house prices 1970-
2013 
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Presenter
Presentation Notes
The pattern of Australia’s house prices have not all that much different from other English speaking nations. There are differences in amplitude and some difference in timing but they have basically risen and fallen together. This says to me that international factors are a major driver of house prices



Canadian provinces and major cities 



Percentage of growth in two way trade by Canadian province and 
territory 1981-2012 
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House prices in major Canadian cities 1998-2014 
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Australian two way trade in merchandise goods per capital  1901 
to 2012-13 
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Two way merchandise goods trade per capita
Source: DFAT 2014 

Presenter
Presentation Notes
This slide shows the situation adjusted for inflation since Federation. Here, the Korean wool boom is noticeable as is the slow build up of world trade in the sixties. The trade reverse in the first few years of the century are also more evident. In per capita real dollar terms each Australian is ‘trading’ six times more now than they were at Federation.  




 
Two way trade in merchandise goods as a percent of Australia’s 
GDP 1901-2012-13 

 

0

10

20

30

40

50

60

Pe
r c

en
t 

Two way trade in merchadise goods as per cent of GDP 1901 to 2012-13 -current prices
Poly. (Two way trade in merchadise goods as per cent of GDP 1901 to 2012-13 -current prices )

Source: DFAT 2014 

Presenter
Presentation Notes
The current era has been called Globalisation Mark 11. This refers to the fact that international trade made up a much larger part of the world’s GDP  at the start of the twentieth century than it did at the end of it. In the graph you can see how Globalisation Marks 1 and 11 played out in Australia. At the start of the century, international trade made up over 40 percent of Australia’s GDP. It fell to less than half that by 1972 before rising to a bit over 30 percent now. In fact, it is probably closer to 40 per cent if the trade in services is taken into account. 




Two way foreign investment flow 1949-2012-2013 
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Presenter
Presentation Notes

This graph shows the level of foreign investment in Australia and that of Australians abroad demonstrating the internationalisation of the Australian economy over the last 40 years. The dramatic rise in the international trade in goods and services has been accompanied by significantly increased investment flows. Because Sydney and to a lesser extent Melbourne are the centres of gloabal finance for Australia, this means these cities in particular have a lot of money flowing through them.



Direction of Australia’s merchandise goods trade 1989-2013 
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Presenter
Presentation Notes
This graph charts the direction of the two way trade in merchandise goods. The trade is services graph looks much the same. The most obvious things is the rise of trade with Asia. China makes up most of this. At the start of this graph it was about two per cent of Australia’s merchandise trade, now it is nearly a quarter. This means there has been a fundamental reorientation of Australia’s trade to the north and to a lesser extent west. Consequently, cities and regions orientated that way will be advantaged over those that are not. 




Source: McKinsey Global Institute 2012 

Changing centre of gravity of world trade 1 CE to 2025 

Presenter
Presentation Notes
The re orientation of Australia’s trade towards Asia is part of a global phenomenon is captured in this famous infographic from McKinseys. It plots changes in the centre of gravity of the world’s trade over the last 2000 years. For most of this period, the centre of world trade was anchored in Persia (modern day Iran) by the combined trading strengths of the Eastern Roman Empire, Persia, China and India. With the discovery of the New World, the centre of trade tracked steadily towards the mid Atlantic over the next five centuries. In 1950, it quite suddenly reversed the trajectory of nearly three millennia and started tracking towards China. It is currently located near St Petersburg. The message from this is that the reorientation we are seeing in Australia is part of a global phenomenon that is likely to not only persist but strengthen.     



Value of international trade flowing through sea and airports 
1994-95 to 2012-13 

0

20,000

40,000

60,000

80,000

100,000

120,000

140,000

A$
 m

illi
on

s 

Sydney WA regionals Melbourne Perth/Fremantle Brisbane Queensland regionals Adelaide SA regionals

ABS unpublished data 

Presenter
Presentation Notes
This slide shows  the total value of trade flowing through major cities and regions. You can see Sydney gradually pulling away from Melbourne at the top of the chart, particularly since the Global Financial Crisis. We will look at the reason for this in the next slide. The extraordinary rise in the flow of value through iron ore ports over the last decade is very much in evidence. Perth overtook Brisbane at the start of the century and the gap has been widening ever since. Brisbane and the Queensland regionals jostle for position below, driven mainly by coal. In around 2005 Sydney began to pull away form Melbourne. This is almost entirely due to the amount of two way trade by value flowing through Kingsford Smith Airport. 




Average nominal house prices in Australian port cities and non 
port cities 
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Presenter
Presentation Notes
This graph shows the values in cities that have significant sea ports and those that do not. The same graph for the US is strikingly similar.  This is a first indication that being a node in the international trade network is important for values. 




Average nominal house prices in north and west Australia 
compared to the south central and southeast (excluding 
metropolitan) 1992-2014 

0

50,000

100,000

150,000

200,000

250,000

300,000

350,000

400,000

450,000

500,000

A$
 

Average port cities Average non port cities
Source: Unpublished RP Data tables 

Presenter
Presentation Notes
You would remember that in an earlier graph, I showed the direction of Australian trade was changing towards Asia. You would expect then that cities orientated to that value flow would be increasing in value faster than those that are not. This graph shows that this is indeed the case. In 1992, house prices were within a thousand dollars of each other on all points of the compass. This situation stayed much the same until 2005 when there was a quite sudden divergence. By 2014, a house in the north and west of the country was worth on average $88,000 more than one in central and south east Australia. 




Relationship between modelled and actual house values inside 
and outside Sydney’s Global Arc 1996-97 to 2014-15 
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Regression outputs for Sydney 



Take home message 1 

Cities exist for trade and are in turn shaped by trade. 
– The value of a city, and by extension its house prices, is 

determined to a large extent by its importance as a node in the 
trading network. The network is continually moving and 
consequently, the relative value of cities rise and fall. 

– Location, location, location. Where a city (or region) in the network 
is located is critical.  

– Infrastructure, infrastructure, infrastructure. Location means 
nothing without the right infrastructure. 



Take home message 2 

As international trade rises as a proportion of Australia’s 
economy, the value of location will continually diverge. This is 
because the flows of economic value are concentrated in 
smaller and smaller areas. What are the implications? 

– If people are not connected to the places where economic value is 
flowing, there are immense consequences for social equity. 

– There are also major consequences for labour mobility and 
national productivity. 



Take home message 3 

Cities need three things to harvest value from international 
trade; a Central Business District with a critical mass of 
multinationals, an airport and a sea port in a close functional 
relationship. 

– If a city has only one or only two, its potential to grow in value as a 
node is severely reduced.  

– The value of the link between the three is very high. 
– Transport inefficiencies in the triangle degrade the national 

network disproportionately. 
 



Nominal house prices in Australia by city group 1992-2014 
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Presenter
Presentation Notes

This is one of those graphs that will repay study at leisure and we will just cover a few points here. The top line is the metros (Melbourne and Sydney). The aspect that I want to point out is just how immediately and severely prices were affected as trade values reduced during the Global Financial Crisis and then how quickly they have reflected the post GFC increase in trade flows through their ports and airports. We will return to this in the next slide.

The next line is called Advanced Producer Services. This represents cities that have highly skilled work forces working in industries like research, administration, finance, law, advertising etc. but with a low exposure to international trade. Australia only has one example of this; Canberra, the city with by far the nation’s most skilled workforce and highest work force participation. The aspect of the APS plot I wanted to point out to you is that its growth has been slower than the metros since the Global Financial Crisis. By itself, this may not mean much except for the fact that cities of this type in the US, Canada and New Zealand have also grown more slowly since the GFC. This suggests that something structural may be going on. There is a major strand of urban literature that says that Advanced Producer Services are forming the modern city. I would ask, could it be that trade is forming the modern city and the Advanced Producer Services are following the trade, not leading it?

There are two other aspects of the graph I want to point out to you. The first is the much slower growth of the amenity cities after the Global Financial Crisis compared to five years before.  US amenity cities behaved in a similar way to their Australian counterparts before the GFC but whereas the US cities have largely recovered their former trajectories, the Australian cities have not. I don’t know why this is the case.

The second aspect is the regional cities, those that are inland and have traditionally relied on servicing their agricultural hinterland. Values here show little sensitivity to the changes in international trade values and growth has been slow for nearly a decade. 

Sitting here looking at this graph imagine what the situation would be like if we extended the current trends out another decade or so.  
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