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Explaining (And Demystifying) the Steep Fall in Trade

(year-on-year growth rate, %) 

Source: OECD
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What caused trade to fall?

 Several factors were at work but the trade collapse was largely a 
consequence of falling demand

 The tight credit environment has reduced demand both for consumer 
durables and investment (capital goods)

 Trade finance has become scarcer, restricting exports & imports

 Global supply chains (exported goods contain imported components) 
have added to spread and synchronisation of global trade declines
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 At the aggregate level the recent drop in world trade is the worst 
since the mid-1960s:

 Value of G7 exports in February 2009 was 33% lower than a year 
earlier

 OECD forecasts trade volumes to fall 13% this year

 The declines are strongly synchronized across countries and regions, 
but  the US, Japan and Germany are particularly badly hit. 

 Products affected strongly are machinery, transport equipment, and 
mineral fuels

 In some OECD countries the decline in services trade is at similar 
rates, while in others the decline in goods is sharper

The current trade environment 
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Protectionism remains a concern

ω Very few crisis-related measures so far. There have even been some efforts 
to open markets further

ω But recovery lies still in the future and protectionist pressures are likely to 
ǊŜƳŀƛƴΧ

ω Supply chains are very much under pressure

ω Trade community still has work to do on NTBs and subsidies and different 
forms of discrimination along these lines

ω Global imbalances at the heart of the crisis and their unwinding will have real 
implications for the tradable sector

ω There is a strong case for vigilance by governments and exit strategies are of 
great concern

ω Completion of the Doha Round seen as an integral part of the solution



Visit us online at:

www.oecd.org/trade

Thank you!


