
Global Trade—On the skids and taking the global economy with it?

Headlines this week, reporting the World-Trade-Monitor (WTM), said global trade 
volumes had shrunk in Q2 2015.  

However, markets moved on quickly, focussing more on steps of Yuan devaluation. 
Perhaps they should have looked harder at the trade data. Had they done so, they 
might not have recovered as much of their value this week by the close today.

On WTM data, the volume of global trade in goods, seasonally adjusted, in H1 2015, 
fell by 1.2 percent (imports) or fell by 0.8 percent (exports), compared to H2 2014.

That is not unprecedented 
(See Chart). But falls that 
sharp relative to trend only 
occurred in the context of 
the Asia crisis (1998), the 
dot-com crash (2002), and 
the advanced country crisis 
of 2009.  

Are global developments 
really that bad? And what 
to make of the 
discrepancies in the WTM 
data, small though they 
appear to be, between the 
data for global exports and 
global imports?

These two questions are best tackled simultaneously.  

http://on.ft.com/1fE3V17
http://www.cpb.nl/en/number/cpb-world-trade-monitor-june-2015


So first, consider the  
discrepancy between these 
two measures--the 
reported global balance of 
trade in goods volumes. 
The chart reports the 
cumulative percentage 
discrepancy since Q1 
1996. Though this has 
risen to 3 percent and 
there is a jump right at the 
end (the period of greatest 
interest), discrepancies on 
this scale are very small 
beer.  

The sharpest falls in 
volumes of goods exports 
in H1 2015 are in 
Emerging Asia (-5 
percent), but the US (-3 
percent) is not far behind. 
This is down to levels seen 
in Japan twice between 
2011-13 which prompted 
the seismic Abenomics 
policy reversals. So this is 
no pretty picture for these 
two of the three global 
juggernauts. And, broadly 
speaking, semi-annual 
export growth is also down 



everywhere else from Q1. The speed and extent of the decline would appear to rule 
out structural shifts in the "global value chain" processing systems as the explanation.

On the import side, 
Emerging Asia leads the 
drop, falling 6 percent in 
H1 2015.  Elsewhere, 
import volumes, though 
often growing a little 
more slowly, basically 
have held up.  Even 
Japan, which had some 
sharp falls in recent 
years, has held up in H1 
2015. So the latest 
global trade numbers 
really are a China story.

 

The WTM data pass 
basic smell tests when 
considered in levels.  
The long strong growth 
of emerging Asia 
exports relative to 
others' exports, the 
disappointing (relative 
to prior) recent trend in 
global exports, and the 
various interruptions in 



trade growth are evident.  

And on the import side, 
the much slower long 
run growth of Asia 
imports than its exports, 
the post 2010 freeze in 
Euro imports with 
Japan bringing up the 
rear are also all present 
and evident. In short, 
the full data set reflects 
much of what we 
believe/know to be true.  
This provides credibility 
for the striking numbers 
for H1 2015.  

What about 
comparability with other 
datasets. The WTM data 
are remarkably close to 
WEO (April 2015) 
global export volume 
data for trade in goods.  
For those familiar with 
the frequent problems 
with WEO historical 
data, this close  
correspondence is both a 
reassurance and a 
surprise!   



On the import side, the 
correspondence with the 
WEO is less close.  But 
a red flag goes up with 
the WTM data for 2009, 
showing an implausible 
"no change" against the 
WEO's large drop, and 
both WTM and WEO 
agreeing on the export 
side for 2009.  On the 
strength of this 
discrepancy, the WTM 
export data may be 
more coherent than its 
import data.  

So what of the 
relationship between 
global export volume 
data, and global GDP?  
Clearly, the link is close 
with global export 
volumes, measured from 
WTM or WEO data, 
clearly moving in close 
parallel with global 
GDP.  

In that light, what is 
striking is that for 2015, 
the WEO projects 



continued global export growth of some 4 percent and associated GDP growth, and 
yet the export volume data for H1 2015 from WTM, showing falls, are clearly at 
odds with that. Were the level of global export volumes to freeze in H2 2015 at levels 
recorded in H1 2015, the implication that projections for Global GDP would have to 
be lowered by some 1 percentage point from where they now are at 3 1/2 percent to 
2 1/2 percent. This adjustment would be even larger were the drop in global exports 
to continue in H2 2015. 

A similar illustrative 
exercise can be done for 
Emerging Asia itself.  
Here, the WEO also 
projects similar growth 
rates of GDP and export 
volumes for 2015.  But 
instead of export 
volumes growing by the 
projected 6 1/2 percent, 
the WTM data show 
they have fallen by 5 
percent in H1 2015 
relative to H2 2014.
Thus, global growth 
adjustments would focus 
on China, but spread widely from there.  

In sum, the data issue a loud warning about global growth, they pass basic smell 
tests, and they imply that the recovery of the nerve of global markets in recent days 
may rest on strong assumptions about a coming H2 recovery of Chinese exports and 
activity.  Certainly, there is little comfort in these data from supply chain behavior.  
All this casts a shadow over the global stock market recovery this week. 



And if global growth for 2015 is really due for a downgrade by 1 percentage point or 
more from Spring projections, then the emphasis that Stan Fischer has put today—
just prior to Jackson Hole this weekend—on trying to read the implications of 
global market gyrations after Yuan devaluation for a possible Fed September liftoff, 
may be misplaced:  he and his colleagues might do better to look more closely as 
these trade data and, on that basis, incline to back off lift off.

Peter Doyle
Washington DC
August 28, 2015

p.t.d.y@outlook.com

http://www.cnbc.com/2015/08/28/feds-fischer-still-too-early-to-tell-if-september-hike-will-happen.html
mailto:p.t.d.y@outlook.com

