Econ 340

Lecture 1
Overview of the World Economy

Lecture 1 Outline

COverview of the World Economy
+ “Globalization”
+ Elements of the World Economy
« Ways that Countries Interact
— Trade
— Capital Flows
— Migration
+ Policies that Affect Others
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Overview of the World Economy

»  “Globalization”

— Means different things to different people
= My definiticns (see my online Glossary):
1. The Incraasing ward-wide Infagration of markess for

poods, GEnices and capial.
2. A0 role of MNCS, IMF, WTO, World Sani

3. Oeewhare: gomingtion oy Uinlied Slaise.
= Some see good, athers bad

Bad® reading by pawell |

= GOt reaﬂr'g I:I:f Ehig‘ﬁEl‘tl Both ma ke vakd
painks. Riead b
e what they ans
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Overview of the World Economy

» |nternational Economics

— Iz NOT about countiries
— It |5 about interactions among countries
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Elements of the World Economy
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Overview of the World Economy

*  World Economy consists of
— Countries: a few hundred
{ClA lists about 240)
{(WTO has 139 members)

— People: over 7 billion
(7.140 b. 1/10M14, compare 319 m. US)

— Land: about 15 times the US
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(Aside, on getting information)

An excellent source of information about
countnes 1s the CIA Word Fact Book

(Just Google “fact book”™)
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Overview of the World Economy

= World Economy consists of

— GDP (2012 est., per ClA, in USS)

Wordd: Total= 571.62 trillion
per capita = 512,500
vs: Total = 516.02 trillion
per capita = 551,704
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Overview of the World Economy

= Implication
— US iz very unusual
= Wery rich

— UShas less than 2% of world populafion but more than
20%% of world Income
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Overview of the World Economy

«  Ways that countries interact
economically
— Trade (per Cla, 2012 est.)

World exports: 31826 tnillion
(compare workd GDP of 572 trillion)

»  World trade has grown faster than world GDP
most years
—  But not during 2008-5, due o world recession

Lairaen 1 Dromrchea

Overview of the World Economy
» “Globalization
- Elements of the World Economy
. Waﬁ,rs TJ'IEIt Cﬂuntrlea Interact
— Trade
— Capital Flows
— Migration
» Policies that Affect Others
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Overview of the World Economy

+ See tables below for
— Who trades most?
— Who trades with whom?
— Share of trade in GDP
- US:
= What do we exportimpornt?
= Tofrom whom?
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Who Trades the Most?

(3 b. & % share, 2012

Exporters Importers
“alue |Share Walus Shars

EU-27* 216871  14.7]US 2336 15.8
China o049 12.9EU-2T 2301 15.4
Us 1278  10.5China 1315 11.'.1
Japan 7oof 5 .4{Japan asel 50
Kaorea, 5. A48 3.7/Hng Kng 553 3.7
World 14764 | 100.0 |(World 14865 100.0

“ELl exfernal onky
Source: WTD, Imi=maticnal Trad= Siebsios, 313, Teicde LB
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Who Trades the Most?

» Developed countries are the biggest
traders
= China is catching up, in trade volume
— It was the #3 exporter five years ago when |
taught the course; now it's #2.
— Others are gaining as well: Three years ago
Canada was #5 exporter. Two years ago that

was S Korea. Last year and this, it is Hong
Kong.

Lasraes 1: Sremrvre ik

Who Trades the Most?

« “Emerging Markets™ in general are
catching up to, or surpassing, the
developed countries
—In GDP, trade, and more

— See Economics Focus from The Econormist,
“Why the Tail Wags the Dog”
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Economies’ share of world GDP, %
At market exchange rates

Developed FORECAST
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