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Introduction 
Trade flow is largely described as the buying and selling of goods and services between countries. Notably, the trade flows to measure the balance of trade. That is the number of goods or services that a state sells to other states minus the number of goods that a country buys from the other states. On the other hand, financial flow consolidates foreign aid, portfolio investment, foreign direct investment, and other flows. Notably, all the financial flows are expressed using the current United States dollars as a population proportion to regulate the country size heterogeneity. Therefore, these two aspects are interconnected to each in a way that, at times, trade flows and financial flows are described similarly. Therefore, due to their interconnection, trade and financial flows are influenced by similar factors. In Australia, these aspects are influenced by three major factors. These include exchange rates, free trade and protection, and balance of payments. 
Exchange Rates
The exchange rate is primarily the price of one currency in terms of another currency. An exchange rate can either be floating or fixed. Therefore, when a domestic currency has appreciated significantly, this affects exported goods' cost, causing a rise. As a result, this can leave the exporters priced out of the global markets. Due to this, the trade and financial flow might be pressured (Hamilton, 2018). However, for small open economies, like the Australian one, which largely engages in international trade, the exchange rate is a crucial economic variable. This is because the exchange rate movements influence the decisions of the government, businesses, and individuals.  This, in return, affects the trade flows and financial flows of the country. Notably, there are different ways of measuring exchange rates. Therefore, the Austrian dollar being the fifth most exchange currency in the foreign exchange markets, all these ways influence the trade and financial flows. 
One of these ways is the bilateral exchange rates. This is primarily described as the one currency value relative to another. Notably, this is the most preferred exchange rate method because the exchange rates are mostly quoted against the United States dollar (USD). Therefore, while assessing the Australian dollar (AUD), that is, the AUD/USD exchange rate, this provides the Australian dollar equivalent compared to the US dollar when converted or sold. Hence, when the domestic dollar appreciates, there will be a significant increase in value compared to others. That means that when a person sells their Australian dollar, this will attract them more cash than they would have earned in with the previous exchange rate (Hamilton, 2018). Likewise, when the domestic dollar depreciates, that means this will attract less foreign currency, meaning that one is likely to make losses during this period, hence influencing the financial and trade flows. 
The second type of exchange rate is cross rates, which is a foreign currency exchange transaction that involves valuing two currencies against a third currency. Therefore, when a cross rate is utilized, two transactions are primarily involved. The third is the trade-weighted index (TWI), a type of exchange rate that provides a wider measure of currency value trends. Notably, TWI is used to measure an exchange rate's effective value compared with a basket of other currencies. Notably, the other currencies' essence depends on the trade percentage done with that given country (Hamilton, 2018). This means that the trade-weighted index directly influences by both the trade and financial flows considering that they both involve trading with foreign countries. Therefore, since the early 1930s, Australia has utilized either of the exchange rates. 
However, the Reserve Bank of Australia has been a key player in the regulation of the exchange markets. Therefore, the Australian dollar is sold and bought when services and goods are imported and exported, influencing the trade flows. Hence the domestic dollar demand increases when the Australian exports increase (Hamilton, 2018). This because the domestic Australian dollar will be purchased for the payment of these services and goods. In addition, the Australian dollar supply in the foreign market is expected to increase when Australians import more. This is because the domestic dollar will be sold to pay for the imported goods and services in foreign currencies. On the other hand, the Australian dollar is sold and bought when the financial flows between other states and Australia. As a result, these transactions influence the currency value. Notably, inward investment creates demand for the domestic dollar. This then exacts pressure on the value of the currency upwards, while the outwards investment increases the Australian dollar supply in the foreign exchange market, exacting a downward pressure on the value of the currency (Hamilton, 2018). 
Free Trade and Protection
Notably, trade barriers impact the states' trade and financial flows. This is because the policies that restrict subsidized exports and imports greatly influence those goods' prices, making them less or more attractive to export or import.  For instance, subsidizing agricultural products might reduce the cost of farming, encouraging farmers to produce more for exports. Notably, the import quotas increased the cost of imports, reducing the demand. Therefore, the countries that tend to restrict trade by imposing huge import duties and tariffs may cause significant trade deficits compared to the states which have open trade policies. This is because the obstruction of free trade keeps them out of the export markets (Conifer, 2015). Notably, there is also what is known as the non-tariff barrier to trade. The non-tariff barrier is primarily a method of restricting trade using trade barriers in other forms than a tariff. Notably, these include ways like levies, quotas, sanctions as well as embargoes. Besides the economic and political measures, other nations constantly use these forms of non-tariff barriers as a way of restricting the amount of trade they engage with other states. 
Therefore, due to the absence of infrastructure to facilitate free trade causes an increase in the cost of acquiring goods from other countries to the domestic market. As a result, this increases the commodity prices, causing a significant reduction of the country's global competitiveness, reducing the exports from that state. Therefore, formulating policies that help reduce some of the barriers can influence the country's trade and financial flows.  For instance, the Austrian government entered into a free trade deal with the Chinese government, with the deal giving the two nations unprecedented access to each other's market. This deal saw more than 85% of the Australian exports to China being moved tariff-free due to the deal (Conifer, 2015). Therefore, this has a positive influence on both the trade and financial flows. Another favorable free trade deal was in 2019 when the Australian government got into a free trade agreement with Indonesia. Notably, this deal benefited the Australian farmers.  This is because the Indonesian government agreed to import 500,000 tons of grain (Verrender, 2019). As a result, the Australian dollar will be purchased for the payment of these services and goods. This will then cause a positive influence on the Australian trade and financial flow.   
Balance of Payments.
[bookmark: _GoBack]The balance of payments is described as a statement indicating all the transactions carried out between entities in one state and the rest of the world over a specified period. Notably, it is also known as the balance of international payments. Primarily, it summarizes all the transactions that a state's bodies, individuals as well as companies have competed with foreign individuals, government bodies, and companies within a given period (Debelle, 2019). Largely, the transactions involve exports and imports of services, goods capitals, and transfer payments. Therefore, the Australian balance of payments shows the transactions between the Australian residents and the rest of the world. Notably, it is divided into the current account and the combined financial and capital account. Notably, the current account keeps track of the flow value of income, services, and goods between the residents and the rest of the globe (Debelle, 2019).  On the other hand, the financial and capital account keeps track of the financial and capital transactions.  
Therefore, while evaluating the relationship between the two, this can be summed up using an example of the state's economic developments. Notably, Australia tends to seek overseas loans to invest in the country's economy (Debelle, 2019). Therefore, the finance flowing into Australia is stated as credit in the balance of payment, which is associated her with the finance and capital account surplus. Hence, these transactions have the power to influence the trade and financial flow either positively or negatively. 
Conclusion
Conclusively, trade flow is largely described as the buying and selling of goods and services between countries. On the other hand, financial flow consolidates foreign aid, portfolio investment, foreign direct investment, and other flows. Therefore, due to their interconnection, trade and financial flows are influenced by similar factors. In Australia, these aspects are influenced by three major factors. These include exchange rates, free trade and protection, and balance of payments. The exchange rate is primarily the price of one currency in terms of another currency. Therefore, the Australian dollar is sold and bought when services and goods are imported and exported, influencing the trade flows. On the other hand, the Australian dollar is sold and bought when the financial flows between other states and Australia. Moving on, the formulation of policies that help reduce some of the barriers can influence the trade and financial flows in the country.  For instance, the Austrian government entered into a free trade deal with the Chinese government, with the deal giving the two nations unprecedented access to each other's market. Lastly, the balance of payments is described as a statement indicating all the transactions carried out between entities in one state and the rest of the world over a specified period. Hence, these transactions have the power to influence the trade and financial flow either positively or negatively.
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