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World trade to grow 73% in the next 15 years 
Australian trade to grow 129% in same period* 

 
 

 Emerging markets India, China, Indonesia and Brazil to drive world growth 

 

 Australian trade predicted to be 4th fastest in Asia, 2nd fastest exporter over the next 15 
years 

 

 Trade sweet spot in the next five years with 7.7% annual growth 

 

 China the key source of trading opportunities over the next six months 
 

 

 
 

 

 

 

 

*Source: HSBC Trade Connections: Trade Forecast Quarterly Update October 2011 

 

 

Presenter
Presentation Notes
Speaker Notes:
Global trade is moving in a new direction, one that has emerged in the last decade. This being driven largely in part by trade between emerging markets.
Spotlight will be on Egypt, India, China, Indonesia and Brazil to drive world trade growth during this period
To achieve this growth  the  HSBC Trade Connections trade Forecast October 2011 is predicting that companies across the world will increase their trade activity by a combined 3.9% between 2011-2025.
In the short term, China will continue to be a source of key trading opportunities over the next six months,with Latin America, South East Asia and the Middle East also featuring strongly.
Australia the only developed economy to have 20 years of uninterrupted growth.
HSBC Trade Connections predicts Australian trade growth to grow by 129% in the next 15 years to end of 2025
This prediction will make Australia the 4th fastest trade growing country in Asia (the top 3 being China, Thailand and India) and 2nd fastest growing exporter (equal to China)
There is a strong trade pipeline for Australia with a particular sweet spot in the next 5 years.
 Demand for services and commodities from emerging economies in Asia will drive growth especially with China, India and Thailand
Sends an encouraging message to companies to seize opportunities now to establish overseas trade relationships for short-term and future growth.
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Australia - Asia corridors 

Totals are in $billions and percentage figures represent share of total market. 
Based on ABS trade data on DFAT STARS database and ABS catalogues 5302.0. and 5368.0.55.004. 

Australia’s  top 10 export markets 2010 

Presenter
Presentation Notes
Australia has a strong services and commodities- based economy and has seen substantial economic and trade growth in spite of the financial crisis of 2008
China, Japan, Republic of Korea and India were Australia’s top 4 trading partners. About 70% of Australia’s trade was with economies of the Asia-Pacific Economic Cooperation (APEC) Forum comprising of 21 countries over 4 continents
Robust Asian demand drove  strong export growth over the quarter. Australia has recorded its largest ever quarterly trade surplus (3months to September 2011 A$7.3b- up 16% on the 3 months to June)
As resources continue to be strong, market opportunities are opening up across a  diverse range of industries including services 
Australian companies are capturing these opportunities
Australia will have a sweet spot in the next two years with annualised growth expected to be around 8.9% in 2012 and 2013.
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While trade growth is predicted to be strong, there are 
challenges and costs for Australian exporters 

 Access to liquidity 

 

 Access to credit  

 

 Increasing funding costs 

 

 Foreign exchange 

 

 Trading in emerging markets  
 

 

 

 

 

 

 

 

 

 

 

Presenter
Presentation Notes
Liquidity
For companies expanding into international markets, optimising cash flow is crucial to fuelling their business growth.
Since GFC, companies have come to understand the importance of effectively managing liquidity including a mix of term and current debt.
Today, suppliers want working capital up front.  As typically, buyers make payments against sound documentation/inspection of goods or sometimes only after they receive goods.
There have been significant concerns around Basel III, in particular around trade finance. Recently, the Basel Committee has softened their approach to assessing the credit risk of trade finance and hence the capital banks must hold against trade instruments and trade markets. Unless there is a reduction in capital requirements, cost of trade finance will potentially increase thereby hampering trade-led recovery 
Credit and Funding Costs
Credit is still tight and we are seeing that the major banks’ funding costs have increased 
Cost of US funding has become more expensive
Businesses are interested in access to capital as conditions in Europe have deteriorated  
SME funding has become tighter as a result a banks’ tighter lending standards and a risk reassessment of SMEs. (Source RBA Parliamentary submission on SME funding, Feb 2011)

RMB
With the vital role that China plays in the world economy, Renminbi (RMB) is quickly emerging as a key global currency. 
Exporters now have the ability to settle in RMB which may enable them to obtain better pricing as well as broaden their customer base. 
Trade Connections reports that despite the fact that 48% of Chinese companies surveyed are likely to use RMB in the next six months only 7% of Australian traders plan to settle in RMB falling behind other markets like Hong Kong, Malaysia and Vietnam. 

Foreign Exchange
Apart from the increase in commodity prices, the Australian currency is very strong placing exporters outside the commodity sectors at some disadvantage.
Foreign exchange risks are great as businesses contend with a highly volatile foreign exchange market which is currently driven by world events/sentiment and not just Australian fundamentals.

Trading in emerging markets
It is important for exporters to understand and manage the risks in international trade such as bank and country risk, transport risk and industry risk. Options such as DC Confirmation and forfaiting may provide assurance of payment to the exporter while doing business in emerging markets.
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Optimising cash flow is crucial for a company with 
international business growth aspirations  
 
Forward-thinking companies are adopting various liquidity solutions to improve exports 

 
 Tightening payment terms 
 
 Traditional trade finance solutions 
 
 EFIC’s* Working Capital Guarantee help exporters gain additional finance  

 
 
 
 
 
 
 
 
 
 

 
 
 

*EFIC – Export Finance and Insurance Corporation 

 
 
 

Presenter
Presentation Notes
Tightening payment terms
Due to  the uncertain economic situation in some parts of the world, Australian businesses dealing with companies overseas are increasingly looking to mitigate their risks and as a result are tightening their payments terms/seeking advance payments
 
Traditional trade finance 
Traditional trade finance solutions have made a comeback due to increased security they provide to buyers and sellers
Cash flow solutions such as documentary credits, discounting of documentation, and for open account transactions, export receivables finance can provide significant risk mitigation to protect a company’s income and ensure cash flow is available
Trading under documentary credit terms can assist exporters with pre-shipment and post shipment working capital requirements. This allows the exporter to manage their working capital, capture new market opportunities and grow their export business
 
EFIC Working Capital Guarantee
HSBC and EFIC have recently signed a Master Working Capital Guarantee facility to help Australian exporters gain additional working capital to finance export contracts.


The Forecast is predicting that Australia’s trade will grow by 129% in the next 15 years to the end of 2025 making Australia the fourth fastest growing country in Asia over this period. This emerging trade story highlights growth opportunities for Australian companies but presents challenges as well including how to manage ongoing FX volatility, the emergence of other trade currencies including the RMB, the rising cost of finance and regulatory changes. Australian companies who are preparing to meet these challenges now will be equipped to harness these opportunities in the coming years.
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Thank you 
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Disclaimer 

   This presentation is given on behalf of HSBC Bank Australia Limited ABN 48 006 434 162 AFSL No 232595.  
The information in this presentation is intended for “wholesale clients” within the definition of the Corporations Act. 
 
 
 
 
 
 
 
© Copyright. HSBC Bank Australia Ltd 2010, ALL RIGHTS RESERVED. No part of this material may be 
 reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical,  
 photocopying, recording, or otherwise, without the prior written permission of HSBC Bank Australia Ltd. (November 
 2011) 
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