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World trade rebounded strongly in 2017
 World trade grew by 4.9% in 2017, strong cyclical upswing.
 Synchronized global trade expansion:
o Imports of advanced economies grew due to higher investment, especially in the
United States and Asia.
o China and other emerging and developing economies gained from increased
manufacturing demand.
o Resource exporting economies recovered due to rising oil prices.
 Lowest value of trade restricting measures observed by the WTO since the financial crisis
2008 (Oct 2016 – Oct 2017).
 Unlike in 2016, global trade growth outpaced world output growth again in 2017.
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Strong trade performance along with high global GDP growth in 2017
 Global GDP rose by +3.7% y-o-y in 2017.
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 Growth strengthens in advanced economies:
o Broad based recovery in EA supported by
external demand
o Fiscal reform in US
o Slower growth in UK due to Brexit
 Strong and increasing GDP growth in emerging and
developing economies:
o Growth stabilized at high level in China.
o Brazil and Russia overcome recession (helped
by rising oil price).
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Increasing dynamics in world trade
Real growth of global exports
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Ratio of global trade to output growth rose again above parity
World - trade and industrial production
annual change; 3-month moving average
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World Trade Outlook Indicator points towards continued strong growth in the
second quarter of 2018

Source: WTO (Release date: 17 May 2018)
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Outlook for 2018: generally positive but high uncertainty
 IMF expects world trade to grow by 5.1% in 2018 (4.7% in 2019).
 Factors supporting the positive outlook:
o Ongoing positive momentum led by increased investment and higher commodity
prices.
o Recovery in commodity prices further improves macroeconomic conditions for
developing and emerging economies.
 Uncertainty remains high, various downside risks:
o BREXIT, NAFTA re-negotiations
o Global monetary policy divergence
o Protectionist rhetoric followed by first US tariff hikes
o Uncertainty about future of the multilateral trading system
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Protectionsim on the rise?
 Non-tariff barriers thought to be at the heart of new protectionism in trade
 Surprisingly, old-fashioned tariffs are suddenly back.
 Is the multilateral system under threat?

Source: Hedgeye Guest Contributor note by Daniel Lacalle, March 7, 2018.
www.oenb.at

8

oenb.info@oenb.at

New protectionism in the form of non-tariff measures …
 Non-tariff measures (NTMs) account for the bulk of newly released trade measures. 55% of all
protectionist measures since 2009, tariffs accounted for 20% (Felbermayr, 2017)

 Empirical evidence on their trade effects is inconclusive. Ghodsi et al. (2017) investigate trade
between 100 countries at the HS 6-digit level and find trade hampering effects in 60% of all cases.

 Hence, non-tariff measures (NTMs) are not per se non-tariff barriers (NTBs): legitimate concerns
about standards, quality and characteristics of products; no natural benchmark exists if a certain product or process
standard is justified

 Increased number of notifications can be seen as a sign of the functioning of the multilateral
framework: increases transparency, i.e. SPS notifications
 Latest WTO Trade Monitoring Report (November 2017): “WTO Members continue to implement more
trade-facilitating than trade-restrictive measures, a trend observed over the past four years. The estimated trade
coverage of import facilitating measures is more than two times larger than that of import restricting measures.”
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… or new protectionism in the form of old-style mercantilism?
 Current mercantilist US reaction to address shortcomings in current global trading system:
 Jan 2018: US tariffs on solar panels and wahsing machines
 Mar 2018: US tariffs on aluminium and steel (with temporary exemptions)
 Jun 2018: US tariffs on selected Chinese products (on hold)
 Jun 2018: US tariffs on automobiles and parts (under investigation)

 Unlikely to solve the problem of US (goods) trade imbalance.
 Direct impact on trade volumes would be limited.
 Indirect effects magnify through international production networks.
 Real threat to mulitaleral rule-based system is high:
o tit-for-tat  retaliation  trade war
o acceptance of national security clause by WTO
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