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World trade growth slower in 1998 after
unusually strong growth in 1997

he rate of growth in the vol ume of world
merchandise exports slowed to 3.5 per
cent in 1998, from over 10 per cent in 1997,
duelargely to continuing eco nomic contrac-
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tion in much of Asia. 10
World out put growth slipped to 2 per cent

in 1998, com pared to 3 per cent in 1997. Al- ®

though trade growth still exceeded output .

growth in 1998, it was by a smaller margin

thanthe av er agefor the 1990s. N

Ex portgrowthin 1999isex pectedtomatch
that of 1998, but for thisprojectiontobereal-
ized, tradegrowthwill havetoaccel er atedur- 0
ing the course of 1999. This projectionalso
assumes that slowing output growth in the
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United Statesand West ern Eu ropewill be off-

set somewhat by recov ery in Asia. A faster

than ex pected slow down inthe United Statesor West ern
Europe, or slower recov ery in Asia, would clearly im ply
ex port vol ume growth below 3.5 per centin 1999.

Theseareamong thefindingsof theWTO' sfirstreport
ontrade devel op mentslast year and the out look for this
year. Other highlightsincludethefol low ing:

» Tradecontractionin Asiahasbeenthebiggest fac-
tor intheglobal tradeslow down: But therehasbeena
marked slow downinglobal ex port ex pansionthrough-
out 1998, reflected inthe per for mance of all major re-
gions.

» Tradeper for mancemeasuredinvol umeter msdif-
feredwidelyamongregionsin 1998, par ticularly on
theim port side: Im portsinto Asiafell by 8.5 per cent,
stagnated or fell slightly in Af ricaand theMid dleEast,
and ex panded by 7.5 per centinWest ern Europeand by
some 10 per centin North America, Latin Americaand
thetran si tion econ o mies. Ex port vol umegrowthwas
strongestinthetransi tioneconomiesand Latin Amer-
ica, at 10 per cent and 6.5 per cent respectively, andin-
creased marginally in Asia (1 per cent). Western
Eu rope’ sex port growth was slightly above the global
av er age, at 4.5 per cent, and that of North Amer icawas
below theav er age, at 3 per cent.

» Exports of merchandise and commercial services

amounted to US$6.5tril lion in 1998: In value terms,

mer chan dise ex portsamounted to US$5.2 tril lion and

commer cial servicestoUS$1.3tril lion. Thisrepresents
afall of al most 2 per centindol lar termsover ex portsin

1997, but still ex ceedsthelevel at tainedin1996. Thisis
thestrongest decreasesince 1982. Ex portsof commer-

cial ser vicesrecorded thefirst an nual declineinvalue
termssincecomprehensivestatisticsbecameavail able
in the mid-1980s.

Com mod ity pricesfell sharplyin 1998, pushingthe
shareof pri mary prod uctsin world ex portsbelow

20per centincur rent pricetermsfor thefirst timein
thepost-war period: Oil pricesfell by 30 per centin

1998, or 40 per cent from ayear-end to year-end basis.

Thispicturehasbeen miti gated by in creased oil prices

inthefirst quar ter of 1999. Non-oil pri mary commaodity
pricesfell by 15 per cent on ayearly av er agebasisin

1998, and by some 10 per cent on a year-end basis.

Prices of internationally traded manufactured goods
andservicesalsodeclinedin1998, but by consider ably

lessthanthose of pri mary prod ucts.

Reduced commodity prices have particularly af -

fected the export earnings of AfricanandMiddle
Easterncountries: Inaddi tiontothe11 member coun

Continued on page 2
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Trade growth slower

(Continued frompage 1)

tries of OPEC, some eight other countries depend on
fuel ex ports for more than 50 per cent of their ex port
earnings. Over twenty, mostly developing countries,
dependonagri cul tural ex portsfor 35 per cent or more
of their ex port earnings, but these countriesaregen er-
aly notasseverely af fected astheoil ex port ersby com
mod ity pricefalls.

Thefull report fol lows.

|. Main features of world trade in

1998

orld GDP and trade growth slowed in 1998 as the

Asian crisis deepened and its repercussions were
feltincreasingly out side Asia. Thevol umeof world mer-
chandiseex portsgrew by 3.5 per centin 1998 af ter an out-
stand ing growth rate of 10.5 per centin 1997. Thisex port
vol umegrowthratecom pareswithanav er agegrowthrate
of 6.0 per centintheperiod 1990-95. Thedecel er ationin
global out put growth wasless pro nounced than for in ter-
national tradein 1998, asworld GDProseby 2 per cent, or
by 1 per cent age point lessthanin 1997 (Chart 1).

Thedecel eration of global merchandise trade growth
continued throughout the year, leaving the global trade
level inthefourth quar ter of 1998 only slightly abovethe
level reached at theend of 1997. All major regionsex peri-
enced a marked slowdown of their trade growth in the
course of 1998.

The recent cyclical fall in commodity prices, which
started in early 1997, continued unabated throughout
1998. Oil pricesfell by 30 per cent and non-oil commod ity
pricesby 20 per centin 1998, with very dif fer entim pli ca
tions for various countries and regions of the world.
Whilethe shareof pri mary commodi ties(including pro-
cessed food) inworld mer chan disetradewasonly slightly
above one-fifth in 1997, it was more than two-thirds for
the Middle East, Africa and Latin America (excluding
Mex ico). Inasam pleof 91 devel oping countries, 67 of
them re corded a share of pri mary prod uctsin to tal mer-
chandiseex portsabove50 per cent, reaching ashighas95
per cent in some cases.

Prices of internationally traded manufactured goods
and ser vicesal so havedeclinedin 1998, though consid er-
ably less than those of pri mary prod ucts. Ex change rate
vari ations, which were large in the course of 1998, can
haveamajorimpactonthedol lar pricesof inter nationally
traded goods. How ever, asthedol lar’ sav er ageannual ap-
preci ation vis-a-visthe ECU (now the Euro) wascon sid-
erably smaller in 1998 than in 1997, West European
ex port pricesmeasured indol lar termsde creased far less
last year than in 1997. Thissmaller de creasein Europe’s
ex port pricesmorethan off set the stron ger pricedeclines
inall otherregions. Therefore, despitetheaccel er atedfall
incommod ity pricesin 1998, theglobal pricedeclinefor
al merchandise exports was 5.5 per cent, which was
somewhat |ess pro nounced than in 1997.

Trade per for mancein 1998 dif fered widely amongre-
gions. Whileoil-exporting regionsrecorded the stron gest
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Tablel: World ex portsof mer chan diseand com-
mer cial ser vices, 1996-98

(Billiondollarsand percentage)

Value Annualchange
1996 | 1097 |1998 1996 1997 |1998
Merchandise 5150 5325 | 5225 4.5 35 -2.0

Commercial 1275 1320 | 1290 6.7 35 -2.0
services

annual valuedeclinesin mer chan diseex ports, countries
directly af fected by theAsianfi nancial cri sisreportedthe
strongestimportdecline. Thecontractionary forcesof the
Asiancri sisandfall ingcommaodity priceswere, how ever,
attenuated by the robustness of continued economic
growth in the United States and strength ened de mand in
Western Europe. The reversal of private capital flows
away fromtheemergingmar ketscontributedtolowinter
est ratesin North Amer icaand West ern Europe. In ad di-
tion, fall ing fuel pricesled to weaker im port prices and
real incomegainsfor net-fuel im porting countries.

Allmajorre gionsex perienced a marked slow down
of their trade growth in the course of 1998...

Western Europe, the world's largest regional trader,
wastheonly regionnottorecordadecel er ationinimport
growthin 1998 com pared to 1997. West ern Europe’ sim
port growth rate of 7.5 per cent was, how ever, less than
the 10 per cent rate re corded by North Amer ica, Latin
Americaandthetransi tioneconomies.|Inasharpcontrast,
im portsinto Asiafell by nearly 8.5 per cent, and astag na-
tionor adecreaseinim port vol umesisesti mated for Af-
ricaand the Mid dle East.

Regional dif fer encesinthevol umegrowth of ex ports
arefar less pro nounced than for im ports. All regionsre-
corded alower ex port ex pansionin 1998 thanin thepre-
cedingyear. Thetransi tioneconomiesandLatinAmerica
recordedthestrongest vol umegrowth. Asia sex portvol
ume in creased mar gin ally, asthe strong con trac tion of
intra-Asian tradewasonly just off set by asharprisein ex
tra-regional flows. West ern Eu rope’ s ex port growth re-
mained some what above the global av er age of 3.5 per
cent, whilethat of North Americafell belowtheav er age.

Thedol lar value of world mer chan disetrade declined
by 2 per cent, the stron gest de crease since 1982.The ex-
port value of manufactured goods continued to rise
dlightly whilethat of agri cul tural prod ucts, met alsandfu
els declined. Thesedi ver gent devel op mentsby prod uct
cat egory in 1998 pushedtheshareof pri mary productsbe
low 20 per cent in cur rent pricetermsfor thefirst timein
the post World War 11 period.

Ex ports of com mer cial ser vicesre corded thefirst an
nual declineindol lar value since 1983. All the three ma-
jor services categories (i.e., transport, travel and other
commercial ser vices) saw ade crease. Ex ports of goods
and com mer cial ser vices both de creased slightly but at
$5225and $1290bil lionrespectively, but werestill above
thelev elsreached in 1996 (Tablel).
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Stronger de mand growth in West ern Eu rope con trasted
with a weaker global economyin 1998, leadingtoanim
port ex pan sion which, for the first time since 1992, ex-
ceeded theregion’sex port growth rate. (ILO Photo)

Il. World trade developments by
country and region

nitssev enthyear of ex pan sion, theUnited Statesecon

omy ex peri encedanaccel er ationinpri vateconsump
tionand continued dou ble-digitinvest ment growth. GDP
growthwasa most 4 per cent, un changed from1997. The
booming U.S. economy stimulatedintra-NAFTA trade,
and sustained ex portsand out put in other regions. North
Amer ica' smer chan diseim port vol umeroseby 10.5 per
cent in 1998, which was the stron gest growth of all re-
gions (Table2).

Invalueterms, North Amer ica’ smer chan diseex ports
decreasedslightly in 1998, asvol umegrowthdecel er ated
and prices declined. North America’ s merchandise im-
ports, how ever, in creased by 4.5 per cent in valueterms,
lead ingtoawid ening of theregion’smer chan disetrade
deficitto$253hil lion(Table3). Theevolutionin North
America’'s commercial services trade mirrored that of
merchandise trade, with exports increasing only very
slightly and im portsrising by 4.5 per cent, reducing fur-
ther theregion’ssur plusin ser vicestrade.

Latin America's GDP and trade growth slowed
sharply in 1998 from the exceptionally high levels re-
cordedin1997. Fallingcommaodity prices, aslow downin
private capital inflows in the second half of 1998 and
weaker ex port mar ketswithintheregionandin Asiacon
trib uted tothisdevel op ment. Marked dif fer encesin eco
nomic performance occurred for the two largest
economies in the region, with trade and output growth
slow ing strongly in Brazil, while Mex ico’ strade and out
put per for mance re mained well abovetheregional av er-
age. Better ac cesstotherapidly ex panding United States
mar ket and ahigher shareof manufacturesinitsmer chan
dise exports are among the factors which explain why
Mexico’s trade and output developments were, for the
fourth year in arow, su perior to those of the other Latin
Americaneconomies.

For Latin Amer icaasawhole, thegrowthinthevol ume
of mer chan diseim portscontin ued to ex ceed that of mer-
chandiseex portshy alargemar gin, and theregion’ strade

Table2: Growth in thevol ume of world mer chan-
disetradeby selected region, 1990-98

(Annual per centagechange)

Exports |mports

Ave |1996 | 1997 | 1998 Ave. |1996 1997 1998
1990- 1990

95 -95

60 55 | D5 35 |World 65| 601 95| 40
70 60 |10 30 | North America 70| 55 11B.0 0.5
80 (10 |10 65 |Latin America 2.0 85|2.0 | 95
55 55 95 45 [ West ern Europe 45 ) 55| 75| 75

55 55 95 50 | Europ.Union(15) | 45 ]| 50 70| 75
50 65 |25 | DO |Transitioneconom. | 25 |16.0 |17.0 | 10.0
75 50 | BO 10 |Asia 05| 60 ] 60 -85
15 10 |20 |15 Japan 6.5 55 15 | -55
ns 75 |15 20 | 6E. Asiantraders |12.0 | 45| 6.5 [|-16.0

(a) Can adaand the United States. (b) Chi nese Taoéeo; Hong Kong, China; Ma-
lay sia; Korea; Singaporeand Thai land. Note: Sep aratevol umedataare not
avail ablefor Af ricaandtheMid dleEast, al though esti matesfor theseregions
have been madein or der to cal culatetheworldtotal.

ex pansion—bothimportsandex ports—remainedstronger
thantheglobal av er age. Latin America smerchandiseex
port value, on the other hand, de creased by 2 per cent in
1998, astheex pansionof Mexico’ sex portswasmorethan
off setby thedeclineinex portsof all other LatinAmeri can
countries combined. In particular, Ecuador and Vene
zuela, the two major oil exporting countries in Latin
America, experienced the strongest setback, with de-
creases in excess of 20 per cent. Latin America’s out-
standingly strongim port growth per for mancethroughout
the 1990-97 period became less dynamic last year, al-
though at 5 per cent, this region, to gether withWest ern
Europe, recordedthehighestimportgrowthrateof any re
gion. Mexico’'s im port growth rate of 14 per cent con-
trasted with the relative stagnation of imports in other
Latin American countries. As Mexico has enjoyed an
above average rate of growth in trade for a number of
years,itsshareof total tradeintheregionhasrisenconsic
er ably, ac counting for 40 per centin 19981, Latin Amer-
ica's exports and imports of commercial services are
esti mated to have ex panded by 4 to 5 per cent in 1998.
Stronger demand growthinWestern Europecontrasted
with aweaker global econ omy in 1998, lead ingto anim-
port ex pan sion which, for the first time since 1992, ex-
ceeded theregion’ sex port growth rate. West ern Eu rope
wastheonly major regionwhichrecordedanincreasein
thedol lar value of itsex ports. Im portsin value termsin-
creased by 5 per cent, very closetotheex pansionrecorded
by both North Amer icaand Latin Amer ica. The share of
West ernEuropeinworld mer chandisetraderecov eredto
44 per cent following a marked decreasebetween 1990
and 1997. Commer cial ser vicesim portsex panded by 4 per
centin1998, andcommer cial ser vicesex portsby 3per cent.
Theinter actionbetween tradeand out putinthetran s-
tioneconomies inrecent yearshasbeen uniqueamongthe
major regions. Sluggish overall economic activity, in-
cludingadeclineinregional out put inrecent years, has
been accompanied by export and import growth rates

1 Mexico'ssharein Latin Amer ica's mer chan dise ex portsin
1998 was 43 and that for mer chan diseim ports was 38%.
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Table3: Growth in thevalueof world mer chan disetradeby region, 1990-98
(Bil liondol larsand per centage)
Ex ports (f.0.b) Imports (c.i.f.)
Value Annual per centagechange Vaue Annual per centagechang
1998 1990-95 1996 1997 1998 1998 1990-95 1996 1997 1998
5225 7.5 45 35 20 World 410 75 50 30 10
88 8.5 65 95 10 North America 1151 80 60 105 45
214 9.0 25 100 20 Latin America 30 45 95 190 50
118 14.0 D5 150 65 Mexico 12 25 55 2B 5 140
157 7.0 80 70 70 Other Latin America 211 155 25 16 5 05
2338 6.0 35 05 25 West ern Europe 2359 55 35 15 50
2171 6.5 35 05 30 EuropeanUnion(15) 2163 55 30 20 55
18 7.0 65 50 10 Transi tioneconomies 7 50 170 95 30
D 7.5 60 80 90 Central/EasternEurope 1B ns5 70 70 ns5
106 0.5 16 5 20 -16 0 Africa 129 55 10 60 15
B 35 55 60 150 South Africa D 05 15 95 10
138 15 170 40 210 MiddleEast 1 55 70 65 60
129 2.0 05 55 50 Asia 1090 20 45 05 -17 5
s3] 9.0 75 25 80 Japan 2l 75 45 30 170
i) 9.0 15 210 05 China 140 D0 50 25 15
4 4.0 30 25 75 Six East Asiantrad ers* 43 50 30 05 50

*Chi neseTai pei; Hong Kong, China; Malay sia; Korea; Singapore; and Thai land.

abovetheglobal av er age. Mer chandiseim portshaveex
panded sig nif i cantly faster than world trade in both real
andnomi nal dol lar val ues. M er chandiseex portgrowth, at
10 per centinvol umeterms, wasthehighest amongall re
gions. Duetothesharpdeclineinthedol lar ex port prices,
how ever, thedol lar ex port value of there gion decreased
dlightly.

Several factors have contributed to this situation,
where trade growth has been above the world average,
while out put growth has been lower than theworld av er-
age. First, inflowsof pri vatecapi tal havebeenstrong, in
particularforeign directinvest ment (FDI) and portfolio
investment. Second, FDI has been associated with a
strongin creasein capi tal goodsim ports, which over re-
centyearshassup ported theex pansionof ex ports. Third,
anum ber of East Euro peancountriesadvanced consid er-
ably withtheirintegrationintothe EU mar ket, inpar ticu
lar Poland, theCzechRepublicandHungary. Thestrong
trade performance of these countries masked a rather
mixed pictureinother transi tioneconomies.

Thecommer cial ser vicestradeof thetransi tionecono
mieshasheen far |lessdy namicthan mer chan disetradein
the last two years, with ex ports de creasing slightly and
imports risingmoder ately. TheRussian Fed er ation, the
region’s largest commercial services trader, reported a
declineinex portsandim portsof about 7 per centin 1998.
For Central and East ern Europe, anin creaseof 4 per cent
wasre corded last year.

Africaand the MiddleEast have suf fered the brunt of
thedeclineinpri mary commaodity pricesin1998. Despite
amod er aterecov ery in Af rica sGDP- linked to there-
cov ery of agri cul tural out put - Af rica’ stradere mained
sluggish. Ex portval uesintheregiondecreased by 16 per
centin 1998. Oil-exporting Af ri can countriesre corded a
decreaseinex portsex ceedingone-quarter. Importval ues
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Suggish demand: Asia recorded the strongest import
contractioninvol umeand valueterms. (ILO Photo)

declined only slightly in 1998, but higher trade def i cits
raise the ques tion whether the 1998 level of im port de-
mand can be sus tained in 1999. Avail able data on com-
mercial services also indicate de creases in the value of
bothex portsandim ports. Aswasob servedfor mer chandise
trade, ex portsof ser vicesde creased faster thanim ports.

Being there gion with the high est share of fu elsinits
mer chandiseex ports, theMiddleEast recorded thestron
gest contractioninex portvalueof all regions. Ex portsfor
there gion asawhole shrank by one-fifth. Thedeclinein
thedol lar ex port valuewas, how ever, asso ci ated withan
increaseintheex port vol ume. Theincreaseinthesup ply
of oil fromtheregioninaperiod of weak demand hascon
tributedto asteep ero sion of oil prices. Theregion’ smer-
chandiseimportsadjustedtosomedegreetolower ex port
rev enues, fall ingby 6 per centin 1998 (Table4).

Asiarecorded thestron gest im port contractionin vol-
ume and value terms of all regions. Im port vol umede-
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Table4: Mer chandiseex portsof emergingmar kets
Chart2
by pr Od UCt Cat egoryv 1997 Recent Commodity Price Developments, January 97- January 99
(Per centagechange) (Indces, Janary 1997=100)
Fuels Metals & |Agricult. | Manufact | Total "
minerals |products |ures e T TN
100 T
MiddleEast ye! 2 4 21 100 \ Sl
Africa % 8 B P 10 90 1— —
LatinAmerica(a) 19 1 B A 100 N . Sl
Emerging Asia(b) 5 2 0 B 100 \
World 9 2 1 B 100 o \
60
((@) ExcludingMexico; (b)Asiaex cluding Japan, Australia& New Zealand. oo
50
creased by about 8.5 per cent un der theim pact of Japan’s w0

Mar  May dly ~ Sept Nov  Jan Mar May  uly sep  Nov  Jan

import contractionof 5.5 per cent, and that of theAsia(5)2 o @ e @ e s e s s ® s 9w 9%
of morethan 20 per cent. Itisesti mated that within Asia
only afew coun triesre corded anin creaseinim port vol-
umes (e.g. Australia, China and India). As intraAsian
trade ac counts for about one half of Asia’smer chan dise
exports, the contraction of the

area’sim ports also held down ex- .
., Appendix Tablel
port growth. Asia sex port volume Leading exporter sand importer sin world merchandisetrade, 1998
rosemar ginally asthevol umede- (®illion dollars and percentege)
crease for Japan, ChineseTai pel Rank EXPORTERS (;Ial':l()e Share | Change | Rank IMPORTERS \za!ug Share  Change
. 0.b) Cl.
and Hong Kong! Chinawere more 1 United Sates 6830 127 1 1 Unitd Sates w6 170 5
than of f set by thestrong growth of 2 Germany 597 100 5 2 Germany 4666 8.4 5
exports of the Repub“c of Korea 3 Japan 388.0 7.2 8 3 United Kingdom 316.1 57 3
and the Philippines, Chinas ex- | |t L omw o el rewe  mon
ports are also esti mated to have 6 Itdy 240.9 45 1 6 ltaly 2140 38 3
eXpandEd mOdeI’aIer in volume 7 Canada 214.3 4.0 1 7 Canada 2050 37 2
termsl 8  Netherlands 198.2 37 2 8 Hong Kong, China 188.7 3.4 -12
] H 9 China 183.8 3.4 1 reained inports' 38.9 0.7 -26
The dOI |ar Val ue Of ASI asim- 10  Hong Kong, China 174.1 3.2 -7 9 Netherlands 184.1 33 4
portsrengteredan un precedented domestic exports 24.3 0.5 -11 10  Belgium-Luxembourg 158.8 29 2
declineof 17.5 per cent. 1n 1998
AS' a (5) ImpOI’tS Contracted by 11 Belgium-L uxembour g 1717 3.2 2 11  China 140.2 25 -2
s 12 Kore, Rep. of 133.2 25 2 12 an 1328 24 8
one-thi rd’ and those Of ‘]apan by 13 Mexico 1175 2.2 6 13 Meico 1289 23 14
17 per cent (Appendix Charts 1 14 ChineseTaps e 20 o 14 ChineseTaipei w2 18 e
and 2) On|y cer tain South Asian 15  Singapore 100.8 2.0 12 15  Sngapore 1015 16 -23
COUﬂtrI es recor-ded a SI | ght | n- domedtic exports 63.3 1.2 -13 retainedimpor s* 54.9 18 -31
. L. . 16 109.0 2.0 5 16 Kore, Rep. of ®3 17 -35
creaseintheirim pOTtS (eg India 17 :v:;en 845 16 2 17 s:ir:en;zo 800 14 5
and Sri Lanka) The trade per for- 18 Swirerland 78.7 15 3 18 Ausria 683 12 5
mance of most Asian countries 19 Malaysa 73.3 14 7 19 Sweden 67.6 12 3
improved in the last quarter of 20 Irelnd 63.3 12 19 20 Ausralia 647 12 2
1998, partly dueto the strength en- = | o s A e 0 11
Ing of the yen and other Asian cur- 22 Russian Fed.” 5.2 10 -16 22 Mdaysia 585 11 26
ren Ci eSVi S—é—VI S the U i S dOl | ar. 23 Ausfvalia 55.9 1.0 -1 23 Poland 48.0 0.9 13
Thesharpimportcontractionin 24 Thailand 53.6 1.0 7 2 Turkey 464 08 -4
R’ . 25 Brazil 510 0.9 -3 25 Denmark 458 08 3
the Asia (5) countries (al most 2 Indonesia 4838 09 -9 26 Russan Fed.” 47 08 -18
one-thirdinvalueterms) islargely 27 Denmark 70 09 4 27 ireland @7 08 1
explai ned by the turnaround in 28 Fnland 424 038 4 28 India 29 08 4
pri vatecapital flowsandtheasso . wr or | = | @ e w o
ciated drop in domestic invest Totd of above’ 480 883 -1 Total of above® 4690 844 2
mentand ConSUmptiOnle’\/eIS.The World® 5375.0  100.0 -2 World® 55600 1000 1
decreasein ex portsof the Asia(5)
COUHUI eSl hOWE'Ver, was Stronger ”g?i!:l:(cjlllzg’;o;:dziv?lem::;J‘nmcpg::elgs;rs;:epocﬁ[é Including trade with these States would lift Russian exports and importsto
than expa:ted a/en If One takes §rs9 b”hocrllrirllﬁdﬁgs?gzgllggn ':ﬁiplo“:\ds{x imports f or re-exp ort.

into account the high share of

intra-regional tradein to tal trade. . . .
! ! I Despitethestrong cur rency deval uationswhich boosted

2Thesearethecountriesthatweremostimmedi ately af fected by the price competitiveness of enterprises in the Asia (5)
fi nancial cri sisthat brokeinmid-1997 - Indonesia, Malay sia, countries, thecom bined ex portsof thesecountriesdid not
Phil ippines, theRepublicof Koreaand Thai land. increasetheir mar ket sharesinthemajor devel oped mar-
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kets. Infact, China sex portsto the Appendix Table2 = orid merahandictr adeexclud e 10
United StaIes, Japan and maj or Eu I(_Bei”igzgdzilﬁgﬁjzgrénmt:;)tasm wor Id merchandisetrade(excluding European Union intra-trade), 1
ropean markets expanded faster Rank |EXPORTERS val sh ch Rank  IMPORTERS val S ch
than those of the Asia(5) countries [ (tapy o e en @n e e
in 1998. 1|  European Urion (15) 8138 203 0 1 United States 9446 225 5
One of the striking features of 2| unitad Sates 6830 170 1 2 Euopen Wnion(15) 8014 191 6
world tradein 1998 wasthe ex cep- Z Jca:d . ii;’ Z; j j :::m ;zz Z’; '1;
tionally large Va”atlon. in the 5| china 1838 46 1 5 Hog Kong, China 1887 45 -2
growth ratesamong coun triesmear 6| HongKong China 1741 43 7 reined inpors® B9 09 -%
sured in value terms. Conse domesticearts 243 086 11 6 chim 1402 33 2
quenﬂy, therank ing of thelead ing 7| Korea Rep. of 1332 33 2 7 Meico 1289 31 14
tl’aders Changed dl’amatlcal Iy for 8 M?(ICO o 175 29 6 8 ChineseTaipel 104.2 25 -9
bOth mer Chan dl %and commer Ci aI 9 Chinee Taipd 109.9 27 -9 9 Sngapore 1015 24 -3
. . 10| Ssinggore 109.8 27 12 re@ined impors* 549 13 -3l
services trade (see Appendix Ta- domesticexports 633 16 13 10 Korea Rep.of %3 22 -5
bles 1, 2 and 3). The reversal of
cap i tal flowsin 1997-1998 forced 11| switzedand 787 20 3 1 Switzedand 800 19 5
many East Asian econ o miesto cut 12| Mdaysa 733 18 7 2 Asstrdia 647 15 2
.. . 13| Russian Fed? 562 14 -16 13 Bra 610 15 6
back sharply on t.he” Imports in 14|  Augraia 559 14 11 14 Mdasia 585 14 %
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.M aaysia 26 per cent). R.etal ned 20| Inda 332 08 3 0 Noway %2 09 1
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fall of 17 per cent in the dollar |z = 233 06 3 28 Huwngy 58 06 2
value of imports, toalevel below | 20| Hungay 229 06 20 2 Sud Arbia z7 06 -3
that of Ger many, the United King- 30| Venezda 172 04 25 D Chile 188 04 -4
dom and France. In general, Can- Total of above’ 37040 @2 4 Totd of above’ 3786.0 90.1 -4
. Wor ld 0180 1000 4 World® 200 1000 3
ada, Mexico and many West
i aci i *Retained importsare defined asi I
EU rp pean Count“ esim p_I‘OV_edthe| r “DaI: adlrdgiezzaithlthe Szllﬂg;ses&:xriela(mglss Including trade with these Sates would lift Russian exportsand imports o $73.9
positionamongtheleadingimport [silion .
. and $59.5 billion, regectively.
ers (and ex port ers)’ Whl l ethose Of Z:"réﬁgsaﬁmvﬁigf%gmnsorimmnsfor re-export
Asian countriesand Russiadeteri- :

orated.

Fuel exportersgenerallyrecordedthestrongestdecline
in mer chan dise ex port value among all countries. For a
num ber of them, the dol |ar value of ex port earnings de-
creased by one-quarter to more than one-third in 1998
(e.g. Saudi Arabia, Libya, Ni geriaand Venezuea). Oil ex-
port ers and the East Asian trad erslost, while Mex ico and
most West Eu ro pean coun triesgained in mar ket share.

Lastyear, China smer chandiseex portsex ceededthose
of Hong Kong, Chinafor thefirst time. Thecontraction of
Russia’ strade un der theim pact of thefall in fuel prices
andtheout break of thefi nancial cri sishavelow ered Rus
sia s(extra-ClS) ex portsto below thoseof Ireland andits
im portsto lessthan those of Po land.

Despite the decrease in the nominal value of world
trade, afew countriescontin ued to ex pand their ex ports
by more than 15 per cent. Thisgroup com prisesIreland,
thePhil ippines, Hungary and CostaRica. Throughoutthe
1990-98 period these countries expanded their exports
two timesfaster thanthe global av er age.

TheUnited Statesconsol i dateditsposi tionastheworld
leading trader in 1998, ac count ing for nearly one-sixth of
mer chandiseim portsand ser vicesex portsand one-eighth
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Leading buyers and seller: The United States consol i
dateditsposi tionastheworldleadingtrader in 1998, ac-
countingfor nearlyone-sixth of mer chandiseimportsand
ser vicesex portsand one-eighth of mer chan diseex ports
and ser vicesimports. (ILO Photo)
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of mer chandiseex portsandser vicesim
ports.
East Asiancountries' ex portsof com-
mer cial ser vicesde creased in 1998 sig- .
Lo . . Appendix Table3
nifi Canﬂy faster thantheir mer chandise Leading exporters andi mporters in world tr adein commer dal srvices, 1998
ex ports. Oneex planationfor thisdever (illien dalars and percentzge)
op ment might be that intra-Asian trade
|S mOre | m por tant f0r %r Vi CES than fOI‘ Rank EX‘PORTERS Value Share Change Rank IMiPORTERS Value Share Change
. 1 United States 233.6 18.1 1 1 United States 1615 125 6
mer chan dise ex ports and thereby more 2 Unitad Kingdom %5 7.7 8 2 Gemay 1218 9.4 3
af fected by thecontraction of Asiande- s Fance 6 61 2 8 mpan 1005 85 10
mand. How ever, thelack of statisti cal Lo e S . B ﬁ:'*’ TR oo !
information on the destination of ser- o o v o« S O .
vicesexX pOI’tSpred udesconfirmationof 7 Nethelands 483 37 1 7 Nethelands 448 35 2
thiSpOSSi bil ity. 8 san 48.0 37 10 8 Cami 8 27 3
. . . . 9 Belgium-L uxembourg 347 27 4 9 Belgium-Lu xenbourg 33.6 26 6
) Al thOL!gh pricevari .atl onsincommer 10 Hong Kong, China .2 26 a1 10 Austia 8.7 2.2 1
cial services are estimated to be far
Smal | er than thOSG fOf merchandi se 11 Austia 310 24 6 1 Chi.na 28,6 2.2 5
wadein 1998 thevariationsintheper- | * S, X%l oEom o mon
for manceof indi vidual servicestraders 14 Korea, Repof 236 18 7 14 Korea Rep of 23.0 18 21
were m Ieast as Iarge as those for mer- 15 China 23.0 18 6 15 Hong Kong, China 227 18 -2
H H 16 Turkey 22.4 1.7 17 16 Swveden 20.6 16 6
chandise 'Fraders. .Among the |eadi ng 17 Singapore 182 14 -40 17 Bradl 189 15 7
commercial services exporters, the 18 Swaen 74 1a 4 18 e B0 14 20
Strongest ded | nes were recorded by 19 Chinese.Ta'pei 16.6 13 -2 19 Slngépore 18.0 14 -7
S'ngapore ar]d Malaysa' Whlle Indla 20 Australia 158 12 -14 20 Russian Fed. 17.8 14 -7
and Spal nrecordedin creasesin ex cess 21 Denmark 157 12 4 2 Austalia 16.7 13 9
Of 10 per Cent TheAS a(5) coun trl esre 22 Norway 13.9 11 -2 22 Switzeland 15.0 12 6
H H H H H 23 Russan Fed. 129 1.0 -7 23 Denmak 14.9 12 1
corded contractionsin their servicesim- — = o & BT — -
ports rang ing from about 20 per cent to % Nexico o 09 s 2 swiAmia 39 11 0
more than 30 per cent. In d|a1 Spa|n and 26 Maasia 10.9 0.8 27 2 India 13.7 11 12
. . 27 India 10.5 0.8 22 27 Mexim 125 10 6
I rel md recordm I m port I n Crmmmw] 28 Greece 9.9 0.8 8 28 Thaland 12.2 0.9 -29
10and 20 per cent. Given the provi siona 29 Poland 8.9 07 1 29 Indonesa 119 0.9 26
natureof theabove dataand the past ex pe- S e o g & = wo 09 2
H H ] Total of above 1123 87.0 -1 Total of dbove 1100 85.2 -1
rience of substantld -I’GVISOI']S even for World 1290 1000 2 World 1290 1000 El
year-old data, cautioniscaledfor ininter- ——_—
. . .. lote: etaiat estimates on incompleteor preliminay
pretingcur rent servicesstatistics.
I11. Reper cussionsof thefall in

commodityprices

n 1998, anin creaseinthesup ply of many pri mary com-
modi tiescoincidedwithaslowdownineconomicactiv
ity, leadingtoasharpdropincommodity prices. Pricesof Appendix Tabled , ,
non-fuel commodi tiesand crudeoil fell by 15 per cent and Toso g7 e el preductsinher merchandiseeports
more than 30 per cent, respectively. Although prices of (acermos)
manufacturesdecreasedaswell, pricesof pri mary commod 1om 7
i ties de creased much faster (for the sec ond year inarow). e & %
Astheoil pricedeclineaccel er ated dur ing thecourse of omie ” %
theyear, theyear-over-year changein De cem ber 1998 ex- o ” *
ceeded 40 per cent. For non-fuel primarycommodities, o . o
the period of weaker pricesstarted ear lier and mod er ated o o o
inthesec ond half, with theresult that thedeclineat theend e = =
of theyear (about 10 per cent) was smaller than the an nual & e “ %
av er agefor 1998 (Chart 2). Oil ex port ershaveyet tofeel Smoae “ &
the full impact of lower spot oil prices on their export e * ©
earnings. Investment and government expenditure is Comon W o
likely to becur tailedin 1999. Import lev elswill contract oo - o
fur ther, as such a steep price de cline can not be fully ab- o * ”
sorbed by areductioninfor eign ex changereserves. e 2 ”
Asnoted ear lier, the steep fall in fuel prices af fectsin e > 2
particular theex port earningsof theMid dle East and Af- Sour e: WTO, Anual Report 1998,
rica. Besidesthe 11 mem ber countriesof OPEC, in about
another eight countriesfuel ex portsac count for morethan
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one half of ex port earnings. Itisim por tant to notethat in
thefirst quar ter of 1999, the spot oil pricerecov ered from R

itslow level in De cem ber 1998 fol low ing the an nounce- Merdndaciradeof sden comiiainlondal s, 9
ment of production cutsby oil producers. Itremainstobe Mersandeeporia (o

seen whether thisup ward trend will con tinue or the pres-

ent pricegainswill prove sustain able. Whilethesetrends |
will lead to downward adjustments in the imports of — I

oil-exporting coun triesin 1999, related in comegainsin U—U—I_I
oil-importing coun tries will at least par tialy off set this - = - = = -
contractionary tendency inworldtrade. —

Exporters of agricultural prod ucts are a larger group (Porenme onp o pevas o)

thanoil ex porters. Thedeclineinagri cul tural pricesthere = =]

fore af fected alarger num ber of countries, but gener ally ] :U:
lessdramat i cally than the oil ex port ers. Thisisfor two JEL
reasons. First, thedeclineinagri cul tural prod uct prices = = —w =
waslesssteep thanfor oil. Sec ond, theex port ersof ag ri-

cul tural prod uctsgener ally de pendlesson asin gle com- fade Botarme (fobi)
mod ity than do thefuel ex port ers (AppendixTable4).

IV.Global trade outlook for 1999 ; — n—v——E E_E

he slow down of world trade and out put growth had S R e
not been re versed by the end of 1998. While Japan’'s
GDP continuedto shrink inthefourth quar ter of 1998 and e s g e T
many West European countries recorded a weakening in
theireconomicperformance,theU.S.economy accel er ated.
Signifi cantly slower GDPgrowthinBrazil in 1998 and
contractioninRussiawill negatively af fect thegrowth of
neigh bouringeconomieswithwhomthey haveextensive —
tradeties. Thesharp contraction of out put andtradeinthe ool ak of span. 199798
Asia (5) coun tries ap pearsto have bot tomed out, and a e casyen)
moder aterecov eryisthemost likely scenariofor 1999. As
thereisgener ally atime-lag between reduced ex port earn S O I i
ingsand lower im port lev el's, the steepfall of oil and com- J:L_l_l_
modity priceswill haveitsfull im pact oninvest ment and
consumptioninthecommaodity ex portingcountriesonly w ww v e wa S
in 1999. Theex tent of thisim pact may bemiti gatedinthe e
caseof ail prices, how ever, shouldtherecentincreasesin Parag orarmeower pevias yey

pricesprovesustainable. Ll I

Global output growth may weaken dlightly in 1999. IJ_U_J: :‘_l:
Mod er ately weaker growthintheUnited Statesand West
ernEuropemay not beoff set by alower rateof contraction v e e m e
inJapan. Giventhesizeof theRussianand Brazil ianecon
omiesinregional out put, productionlev elsinthetransi- Gy
tioneconomiesandLatin Americaislikely at bestremain

un changed fromthe preceding year. ]
On the basis of this sluggish output growth, overall -
trade ex pan sionmay not dif fer muchin 1999 fromthe 3.5 :|_|:

per cent ob servedin 1998. Eventhismoder ateex pansion, - - - - -
however, is associated with major downside risks and
wouldimply anaccel er ationof tradegrowthinthecourse
of 1999. If slower out put growth in the United States or
Western Europe turns out to be more pronounced than
presently ex pected, and if there cov ery in East Asia(in
cluding Japan) ismoredelayedthan projected by most ob WTOFOCUS

servers, world trade expansion could be below 3.5 per : . .
cent. The United Statesis ex pected to re cord the high est g%stliitrgirljﬁ)?/?ls'iihfgf tk;]ye\t/Ct_T_cl)nformatlon e (e

growthrateamongtheindustrial countriesin 1999, buton Cen tre Wil liam Rappard, 154 rue de Lausanne, 1211

thecondi tionthat U.S. consumersdonot rapidly cor rect " .
P : : Geneva 21, Swit zer land Tel. 7395111 Fax: 7395458
their histori cally low sav ingsrate, and that any stock mar Web Site: http://www.wto. org

ket cor rection will not haveamajor im pact onin vestor
andconsumer confi dence.C] IS D2 ELe
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