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Growth slowdown clouds trade
prospects for this year

GI obal trade and output growth in 2000 werethe stron-

gest in more than a decade, with all regions benefit-

ting from the stronger world economy, accordingto WTO

Annual Report 2001 published on 23 May. Merchandise

trade expansioninreal termsin 2000 matched the best an-

nual rates observed over thelast five decades. However, a

deceleration of economic growth began in the final quar-

ter of 2000, clouding the trade prospects for 2001.

The 150-pagereport includesan overview of thedevel -
opments in the international trading environment and a
summary of WTO activities. The introduction highlights
the launching of the negotiations on agriculture and ser-
vices, theassistance provided to theleast devel oped coun-
tries and various issues arising out of the Seattle
Ministerial. It also includes an account of the activities of
the various WTO bodies and committees.

The main findings of the preliminary review of world
trade devel opmentsin 2000 reported in Chapter 11 include
the following:

« Whileall regionsreported faster nominal trade growth,
exports and imports of developing countries expanded
by morethan 20%, lifting their shareinworld merchan-
disetradeto the highest level in thelast 50 years. Vari-
ous factors contributed to this outcome, including the
economicrecovery in Latin Americaand East Asia, the
sharp rise of oil prices and stronger import demand in
developed countries.

¢ Thevalueof world merchandisetraderose by 12.5%in
2000 —twice the average for the last decade —to reach
nearly 6.2 trillion dollars. World commercial services
trade is estimated to have expanded by 5% (to 1.4 tril-
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Chart II.1
Growth in the volume of world merchandise trade and GDP, 1990-2000
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lion dollars) in 2000, the fastest annual growth since
1997. For the second year in arow, the value of com-
mercial servicestrade expanded lessrapidly than mer-
chandise trade, but for the 1990-2000 period its 6%
annual growth matched that of merchandise trade.

¢ 1n2001, theworld economy isretreating from the high
growth path seen last year, dimming the prospects for
worldtradein2001. Thevolume of world merchandise
trade is expected to grow by 7%, a marked reduction
from the estimated 12% in 2000.
Other highlightsfrom the review of world trade devel-

opments are noted below.

¢ The year 2000 witnessed not only outstandingly high
global trade and output growth of 12% and 4%, respec-
tively, but also an exceptionally large excess of trade
growth over output growth.

¢ Pricesof al internationally-traded goods remained al-
most unchanged from the preceding year as sharply
higher prices for fuels were offset by declines in the
prices of manufactured goods. In 2000, prices of man-
ufactures recorded the fifth consecutive annual de-
cline, causing averagepricestofall totheir lowest level
in 10 years.

¢ Redl oil prices reached their highest level since 1985
and the share of fuelsin world merchandisetradeises-

Continued on page 2
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Slowdown clouds prospects

(Continued from page 1)

timated to have recovered to somewhat morethan 10%,
closeto its sharein 1990.

¢ Theregionswith alarge shareof fuelsintheir merchan-
dise exports (the Middle East, Africaand thetransition
economies) recorded outstanding export growth — be-
tween 25 and 50% in 2000.

¢ Asia smerchandiseimport growth wasthe strongest of
all the regions (23.5%) and exceeded for the second
year in arow its export growth.

e North America’'s merchandise import growth (18%)
was second only to that of Asiaand again stronger than
its export expansion (13.5%).

e The growth in the dollar value of Western Europe’s
merchandise exports and imports was by far the lowest
of al regions, largely dueto the further depreciation of
the euro and other European currencies vis-a-vis the
dollar.

« North Americaand Latin America recorded both dou-
ble digit export and import growth for commercial ser-
vices.

e Asian exports of commercial services rose by 13%
boosted by the marked acceleration of services export
growth by Asia sthreeleading exporters: Japan; Hong
Kong, Chinaand China. The near stagnation of Japan’s
services imports — which accounts for one third of the

Asian regional total — was the principal factor in the
subdued expansion of Asia' s commercial services.

» Expressed in euros, Western Europe’scommercial ser-
vices trade expanded by about 14% which indicates an
acceleration in both nominal and real terms. In dollar
terms, however, Western Europe’ scommercial exports
and imports decreased dlightly.

» Oil markets. The sharp oil price variations which, over
the last three years recorded their highest and lowest
levelsin 15 years, have left their mark on international
trade flows. The share of fuels in world merchandise
exports fell to 6.5% in 1998, the lowest share in three
decades but recovered to 10.5% in 2000.

» Theswingsin oil prices have had adramatic impact on
the export earnings of oil exporters. At least 18 fuel ex-
portersrecorded total merchandise export growthin ex-
cess of 50% and in 2000. For about 30 countries fuels
account for more than one third of their merchandise
exports. While the developing countries (and also the
LDCs) are—asagroup—net fuel exporters, themajority
of the developing countries are net-importers.

* Inthe second half of the 1990s, Asiareplaced Western
Europe asthe largest net-importing region. This devel-
opment can be attributed to the buoyant rise of fuelsim-
ports into fast growing developing Asia. The Middle
East consolidated its position as the world's leading
fuel exporter and islikely to strengthen it further in the
future.

The full report is available for downloading on the

WTO website (www.wto.org). Excerpts from the report:

World trade developments

Main features

T heyear 2000 witnessed the strongest global trade
and output growth in more than a decade. This
outstanding expansion of theworld economy wasthe
result of the continued accel eration of output growth
in the already fast expanding economies of North
Americaand developing Asia, arecovery from out-
put stagnation in South America and Russia and a
pick-up in economic activity in other regions. North
America and Western Europe, which together ac-
count for about 60% of global output and trade, re-
corded in 2000 their fastest annual GDP growth in
the 1990s.' In addition to the outstanding global
growth, the dispersion of regional growth rates was
very low in 2000, indicating that the stronger world
economy was beneficial to all regions. In the second
half of the year there were numerous signs that the
expansion of the world economy had begun to slow
down (see Chart I1.1, page I).

Stronger output growth in all regions was associ-
ated with trade expansion in 2000 that matched —in
volume terms — the best rates observed over the last
five decades. For most regions, merchandise trade
growth ranged between 10 and 15%. Although US
merchandise imports continued to grow at dou-
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Table II.1
World exports of merchandise and commercial services, 1990-2000
(Billion dollars and percentage)

Value Annual percentage change
2000 1990-2000 1999 2000

Merchandise 6180 6.0 4.0 125

Commercial services 1415 6.0 15 5.0

ble-digit rates, the growth was no longer the highest
among theregions. Importsof Asiaand thetransition
economies expanded faster, and those of Latin
Americamatched the United States figures.

The information and telecommunication sector
was again one of the most dynamic sectors stimulat-
ing the expansion of output, investment and trade.
Although the final quarter of 2000 recorded a slack-
ening in the “new economy” boom, the average an-
nual growth remained very high. This can be
illustrated by the rise in global sales of
The five East Asian countries most affected by the Asian crisis exceeded
again in 2000 their pre-crisis pesk level.
2Semiconductor Industry Association, World Semi-Conductor Trade Sta-
tistics, direct communications, and Gartner Dataguest, Press Release, Feb-
ruary 2001.
3Red ail pricesare obtained by deflating the nomina ail price by theworld
export unit value of manufacture.
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Chart 11.2

Price developments in international trade, 1990-2000
(Indices, 1990 = 100)
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semi-conductors which rose by 37% to $204 billion,
and by that of mobile phones which exceeded 410
million units, anincrease of 46% over 1999.2 Sales of
persona computersrose by nearly 15% to reach 135
million units.?

Although office and tel ecom equipment was again
one of the fastest growing product categoriesin in-
ternational trade, the nearly 60% rise in crude ail
pricesled to adramatic increasein the value of fuels
traded internationally and dwarfed the growth of all
other product categories. Real oil prices’ reached
their highest level since 1985 and the shareof fuelsin
world merchandise trade is estimated to have recov-
ered to somewhat above 10%, close to its share in
1990. Pricesfor al internationally-traded goods re-
mained almost unchanged from the preceding year
as sharply higher prices for fuels were offset by de-
clinesinthe pricesof manufactured goods. Theprice
decline in 2000 for manufactures was the fifth in a
row, causing pricesto fall to their lowest level in 10
years. Severa factors contributed to this outcome.
First, inflation has receded worldwide to levels last
seen in the 1960s. Second, the share of office and
telecom equipment inworld exportsof manufactures
increased and their prices have falen considerably
throughout the 1990s. Third, the strength of the US
dollar over the last yearswhich, led to adollar price
declinefor those goodstraded at nearly stable prices
in depreciating currencies.

Non-fuel commodity prices edged up dlightly in
2000 as the recovery in metal prices and the higher
prices for agricultural raw materials were not fully
offset by price decreases for beverages and food.
This modest recovery left non-fuel commodity
prices more than 20% bel ow their peak level in 1995
and almost 10% below their level at the beginning of
the 1990s. As price declines for manufactures and
non-fuel primary products were not fully offset by
theincrease in fuel prices, the 1990-2000 period re-
corded an average decline of nearly 1%. Fromanin-
flation perspective, thisishistorically an outstanding
performance as even the 1950s and 60s recorded a

moderate price increase in international trade. One
of the major differencesin the 1990srelative to pre-
vious periods is the decline in the dollar prices for
manufactured goods (Chart 11.2).

The marked changesin relative prices were bene-
ficial for thoseregionsand countrieswherefuelsare
an important part of exports, such as the Middle
East, Africa and the transition economies. In 1999
fuel exports accounted for more than onefifth of to-
tal merchandise export earnings in about 30 coun-
tries, and for nearly half of them the share exceeded
two thirds of merchandise exports. Asmost of these
fuel exporters are developing countries, these price
devel opments contributed to lift the share of devel-
oping countries in world merchandise trade to its
highest level since 1950 (more than 30%).

Certain least-developed countries also benefited
from the higher oil prices. Developed countries’ im-
ports from the three oil-exporting LDC countries —
Angola, Y emen and Sudan —increased by about two
thirds. Importsfrom Asian LDCs, consisting largely
of manufactured goods, increased by about 30%.
However, imports from non-fuel commodity ex-
porting African LDCs have probably increased by
less than 10%.

In 2000, the value of total merchandise exports
roseby 12.5%to $6.2 trillion, thereby exceeding for
the second year in arow the growth of commercial
services exports, which rose by nearly 5% to $1.4
trillion dollars (Tablell.1).

The strength of global trade expansion was sup-
ported by international capital flowswhich provided
for the financing of the current account deficits of
the United States, Latin America and the transition
economies. Global FDI flows are estimated to have
grown by about 15%, a much slower rate of growth
than in the preceding years, with FDI flows between
developed countries continuing to be the most dy-
namic. The value of FDI inflows into developing
countries remained roughly unchanged from the
preceeding year.5 FDI inflows into Latin America
have most likely exceeded those into developing
Asiafor the second year in arow.

Despite the strong global economic growth and
the sharp rise in ail prices, inflation rates remained
low inindustrial countries and in developing Asia,
and decreasedin Latin Americaand theMiddle East.
According to the IMF the world average of national
consumer prices fell to 4%, the lowest rate in more
than 30 years.

Unemployment fell to arecord low in the United
States, decreased in Western Europebut increasedin
Japan. Dataon employment in devel oping countries

“Real ail prices are obtained by deflating the nomina ail price by the
world export unit value of manufactures.

5UNCTAD, Press Release TAD/INF/2875, 7 December 2000
CEPAL, Balance preliminar de las economias de AméricaLatinay el
Caribe, 2000
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Chart 1.3
Real GDP growth by region, 1999-2000

(Annual percentage change)
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are scarce but the higher growth in 2000 must have
been beneficial for employment growth. However,
according to CEPAL, urban unemployment ratesin
Latin America remained unchanged from the pre-
ceding year despite the acceleration of growth.6
This calls attention to the need for sustained high
growth over the medium-term to improve the em-
ployment situation in regions with a high labour
force growth.

1. Global trade and output developments

Economi c activity strengthened in 2000 in al ma-
jor regions leading to the fastest globa output

growthinthelast decade. North America, thetransi-
tion economies and Western Europe recorded in
2000 their best annual GDP growthintenyears. The
transition economies and North America expanded
their output by at least 5% last year, while the output
of the other regions grew in the range of 3-4%.
Asid sregional averagerate conceal sthe contrasting
development of rigorous expansion of 7% in devel-
oping Asia and the modest advancein Japan. While
the regional output of Latin America recovered
strongly and matched the globa average, that of
Western Europe and Africa grew somewhat below
the average. Per capita GDP edged up only margin-
aly in Africa which points to no significant im-
provement in poverty reduction (Chart 11.3).

Thus, in 2000, the United Stateswas no longer the
single motor of the world economy asin the preced-
ing years. Continued growth of investment and con-
sumptioninthe United States contributed to buoyant
import growth and a marked widening of the deficit
in the external balance of the United States. Al-
though the excess of imports over exports reached a
record level relativeto GDP, and has become equiv-
alent to 6% of world exportsof goodsand services, it
was financed easily, aslarge net capital inflows and
thereal effective appreciation of the US dollar dem-
onstrated.

The aggregate current account deficit of the Latin
American countries was sharply curtailed from its
peak in 1998, but remained substantial in 2000. Asin
the preceding year, net foreign direct investment in-

Table I1.2
Growth in the value of world merchandise trade by region, 1990-2000
(Billion dollars and percentage)
Exports Imports
Value Annual percentage change Value Annual percentage change
2000 1990-00 1998 1999 2000 2000 1990-00 1998 1999 2000
World 6180 6.0 -1.5 4.0 125 6485 6.0 -1.0 45 12,5
North America 1060 7.3 -0.7 4.2 134 1508 8.9 4.6 11.2 17.8
Latin America 360 9.4 -1.3 6.4 20.8 389 11.9 5.0 -3.2 16.0
Mexico 166 15.1 6.4 16.1 22.0 183 15.0 14.0 135 229
Other Latin America 194 6.2 -6.1 -0.5 19.7 206 9.0 01 -133 10.5
Western Europe 2427 4.0 35 0.3 24 2550 4.1 5.6 1.6 4.4
European Union (15) 2239 4.0 4.0 0.1 1.9 2347 4.2 6.0 22 4.0
Excl. intra-EU trade 855 4.9 -0.3 -1.8 7.6 959 5.2 4.8 3.6 12.8
Transition economies 271 7.4 -4.0 -0.2 26.2 241 5.3 21  -118 13.9
Central/Eastern Europe 116 7.7 9.3 11 141 147 10.4 108 -1.1 13.0
Russian Federation 105 - -15.2 11 39.0 44 - -212  -317 116
Africa 146 3.4 -16.2 10.2 27.0 136 3.9 0.9 -24 5.4
South Africa 30 3.2 -9.0 13 12.3 30 5.1 -9.4 -8.7 11.2
Major fuels exporters a 59 3.8 -32.0 29.5 62.1 36 4.1 -15 -0.4 229
Middle East 266 7.1 -21.3 25.7 514 176 5.9 0.2 22 14.3
Asia 1649 8.4 -6.1 75 184 1482 7.7 -17.8 103 235
Japan 479 5.2 -7.8 8.1 143 380 4.9 -17.2 11.0 219
China 249 14.9 0.4 6.3 277 225 15.5 -1.3 18.2 35.8
Asia (5) b 442 11.3 -35 10.2 185 373 8.3 -30.9 15.1 279
a Angola, Algeria, Republic of Congo, Gabon, Libyan Arab Yamahiriya and Nigeria.
b Indonesia, the Republic of Korea, Malaysia, Philippines and Thailand.
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flows were larger than the deficit in the current ac-
count balance. The reduction of Latin America's
deficit is largely due to favourable price develop-
ments, asthevolume growth of merchandiseimports
exceeded that of exports last year.

In contrast to North and Latin America— the two
major regions with large current account deficits —
the volume growth of exports was more vigorous
than imports in Asia, the transition economies and
Western Europe. Asia and the transition economies
recorded both the most dynamic export and import
volume growth of all regionsin the year 2000.

The value of world merchandise trade rose by
12.5%in 2000 —twicetheaveragefor thelast decade
—to reach nearly $6.2 trillion. Although the growth
of commercial services exports also picked up in
2000, its pace was subdued and below the average
recorded in the 1990s. Due to the lacklustre perfor-
mance of commercial services exports over the last
two years, its expansion over the last decade was, at
6% annualy, no longer more dynamic than that of
merchandise.

Chart 114

Growth in the volume of merchandise trade by region in 2000
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2. Merchandise trade

Three main factors shaped the developments of
"Accordi ng to information from variousindustry sources, world automo-
bile production is estimated to have increased by 3.5% to 57.6 million
units in 2000, while exports rose by 8% to nearly 24 million units. The
highest growth in automobile exports was recorded in Latin America.

Table 1.3
Leading exporters and importers in world merchandise trade, 2000
(Billion dollars and percentage)
Exporters Value Share _Annualpercentage change Importers Value Share Annual percentage change
1990-2000 1999 2000 1990-2000 1999 2000

United S tates 782.4 123 7 2 12 United States 1258.0 18.9 9 12 19
Germany 551.6 8.7 3 0 1 Germany 500.1 7.5 3 1 5
Japan 479.3 7.5 5 8 14 Japan 379.5 5.7 5 1" 22
France 298.1 4.7 3 -1 -1 United Kingdom 331.7 5.0 4 2 4
United Kingdom 280.1 4.4 4 -1 4 France 305.4 4.6 3 1 4
Canada 277.2 4.4 8 1" 16 Canada 249.1 3.7 7 7 13
China 249.2 3.9 15 6 28 Italy 2333 3.5 3 1 6
Italy 234.6 3.7 3 -4 -1 China 2251 3.4 15 18 36
Netherlands 211.7 3.3 5 0 5 Hong Kong, China 214.2 32 10 3 19
Hong Kong, China 202.4 3.2 9 0 16 retained imports a 35.4 0.5 1 21 24

domestic exports 23.7 0.4 -2 -9 6 Netherlands 197.0 3.0 5 2 3
Belgium 184.1 2.9 - -1 3 Mexico 182.6 2.7 15 14 23
Korea, Rep. of 172.6 2.7 10 9 19 Belgium 171.2 2.6 - 0 4
Mexico 166.4 2.6 15 16 22 Korea, Rep. of 160.5 2.4 9 28 34
ChineseTaipei 148.4 2.3 8 10 22 Spain 153.5 23 6 12 3
Singapore 138.0 2.2 10 4 20 Chinese Taipei 140.0 2.1 10 6 26

domestic exports 78.9 1.2 9 8 15 Singapore 134.7 2.0 8 9 21
Spain 113.7 1.8 7 3 2 retained imports a 75.6 1.1 6 18 16
Russian Fed. 105.2 1.7 - 1 39 Switzerland 82.5 1.2 2 0 3
Malaysia 98.2 1.5 13 15 16 Malaysia 82.2 1.2 11 11 27
Sweden 86.7 1.4 4 0 2 Sweden 72.6 1.1 3 0 6
SaudiArabia 84.1 1.3 7 31 66 Australia 713 1.1 5 7 3
Switzerland 80.5 13 2 2 0 Austria 68.8 1.0 3 2 -1
Ireland 771 1.2 13 " 8 Thailand 62.0 0.9 6 17 23
Thailand 68.9 1.1 12 7 18 Brazil 58.6 0.9 10 15 13
Austria 64.9 1.0 5 3 1 Turkey 54.0 0.8 9 1" 33
Australia 63.9 1.0 5 0 14 Ireland 50.2 0.8 9 5 7
Indonesia 62.0 1.0 9 0 27 India 49.8 0.7 8 4 11
Norway 58.1 0.9 5 13 29 Poland 49.3 0.7 16 -2 7
Brazil 55.1 0.9 6 -6 15 Denmark 44.6 0.7 3 -3 0
Denmark 49.2 0.8 3 3 -1 Russian Fed. 44.2 0.7 - -32 12
Finland 45.5 0.7 6 -3 9 Israel 38.1 0.6 9 13 15
Total of above b 5489.4 86.3 - Total of above b 5664.3 85.0 - - -
World b 6358.0 100.0 6 4 12 World b 6662.0 100.0 6 4 13
a Retained imports are defined as imports less re-exports
b Includes significant re-exports or imports for re-export
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world merchandise trade in nominal dollar terms.
First, the high level of economic activity worldwide
that boosted the overall volume growth. Second, the
sharply divergent sectoral price trends concealed by
the near stability of average dollar pricesin interna-
tional trade. While prices of fuels and metal s recov-
ered strongly, average prices of agricultural primary
commodities stagnated and those of manufactured
goods decreased (the weakness in world export
prices of manufacturesis primarily associated to ex-
change rate developments). Third, the variations
among the three key currencies — dollar, euro and
yen—not only had animpact on regional but also on
sectoral trade flows. While the yen appreciated by
6%, the euro depreciated by 13% against the US dol-
lar in 2000. As domestic inflation was subdued in
each currency area, thenominal exchangeratevaria
tionstrandatedinto amarked appreciation of thereal
trade-wei ghted exchangerate of theyen, afurther in-
creasein that of the US dollar and again adeclinein
the trade weighted euro rate.

Preliminary information for 2000 on world mer-
chandise trade by product group indicate that — in
value terms — fuels and office and telecom equip-
ment were, asin 1999, by far the most dynamic prod-
uct categoriesinworldtrade, expanding fiveand two
timesfaster than the global average, respectively. In
the case of fuels, the outstanding value increase is
duetothesharpincreasein prices, whilethe buoyant
expansion of trade in office and telecom equipment
can be attributed to the booming world-wide de-
mand for semi-conductors and telecom equipment,
in particular mobile phones. Trade growth in auto-
motive products was sustained despite a slowdown
in the world automobile production.”

Merchandise trade in volume terms (that is, mea-
sured at constant prices and exchange rates) rose by
12% in 2000, the fastest rate in more than a decade.
The growth of merchandise trade exceeded that of
output by 8 percentage points, oneof thelargest mar-
ginsin the 1990s.

Asia and the transition economies recorded the
highest regional trade growth in 2000 with both ex-
ports and imports up by around 15% (Chart 11.4). In
the case of the transition economies, this devel op-
ment corresponds to the strong output recovery in
the region, particularly in Russia. The high trade
growth in Asialooks surprising given the below av-
erage expansion of Asian output. While both trade
and output in developing Asia had been again more
vigorousthan theworld average, Japan’ sweak econ-
omy surprised with a double-digit increase in the
volume of imports. Although fuels and office and
telecom equipment accounted for most of the ex-
traordinary rise of Japan’s imports in 2000, other
product groups such as textiles, clothing and iron
and stedl recorded also substantial increases. The
strength of the yen presumably being afactor in this
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Chart 11.4

Growth in the volume of merchandise trade by region in 2000
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North America s merchandise exports accelerated
markedly due to higher demand growth outside the
region, nearly matching the region’s import growth
(which was up dightly over the preceding year). Re-
bounding imports of Latin America matched the
growth of North American imports, but reflected
highly different developments within the region.
Mexico's and Venezuela's import volume grew by
more than 20% while that of the MERCOSUR coun-
tries stagnated, following a decline in 1999. Export
volume growth was more even across Latin Ameri-
can countries, although Mexico’ s export growth ex-
ceeded again that of theregion by alarge margin. For
the Middle East the available information pointsto a
volume increase of exports and imports above the
12% world average.

Western Europe’s export and import growth
nearly doubled to 10% in 2000 but lagged —asinthe
preceding year — somewhat behind the global aver-
age. Ireland and Finland, the two countries in West-
ern Europe with the highest share of office and
telecom equipment in their merchandise exports,
benefited from the booming information technol ogy
sector and recorded the highest export growth in the
region. It is estimated that while African trade
showed an acceleration in 2000 compared with
1999, it continued to report the lowest export and
import growth of all regionsin volume terms.

World merchandisetrade growth measuredindol-
lar terms showed a considerably wider variation
than did trade measured in volume terms. This is
particularly true for exports, for which the
year-to-year variations range from near stagnation
to increases exceeding 50%. All the net fuel export-
ing regions showed stronger growth rates than the
net fuel importing regions, while the latter recorded
— with one exception — higher import growth rates
than thefuel net-exporting regions. Theinfluence of
fuel pricesisso pervasivethat theranking of regions
by their export growth in 2000 is identical with the
ranking by the share of fuelsin their exports (Table

§ ndonesia, theRepublic of Korea, Maaysia, the Philippinesand Thailand.
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11.2).

In the Middle East, where fuels have recently ac-
counted for more than two thirds of exports, mer-
chandise exports expanded by morethan one-half in
2000. Africa's majorfuel exporters increased their
shipments by more than 60% in dollar terms, lifting
the region’ s export earnings by more than 25%. The
onequarter rise of transitioneconomiesmerchandise
exports can also be attributed to the region’ sfuel ex-
porters— the Russian Federation, Kazakhstan and
Turkmenistan —whose exports surged by 40,64 and
100%, respectively.

Thefurther depreciation of the euro and other cur-
renciesin Western Europevis-a-visthe USdollar by
about 13% in 2000 is the principal reason why the
growth in the dollar value of Western Europe’s ex-
ports and imports was by far the lowest of all there-
gions in 2000. Nevertheless, even for Western
Europe, the general observation that regional export
and import growth in 2000 exceeded that in preced-
ing year remainsvalid. Expressed in euros, Western
Europe’ s merchandise exportsrose by 18% in 2000,
following a 3.5% increase in 1999.

Last year Asiarecorded export and import growth
ratesthat exceeded the best year inthe 1990s. Asia's
vigorous import expansion in 2000 — up by more
than one fifth to1660 billion dollars — brought im-
portsto alevel which exceeded the pre-crisispeak of
1997 by morethan 12%. However, the combinedim-
port value of the five countries most affected by the
financial crisis of 1997-98 remained dlightly below
the 1996 peak, despite a nearly 50% cumulative in-
crease over the last two years.® By contrast, their
merchandise exports of 442 billion dollars in 2000
were 30% above the corresponding value in 1996
and exceeded last year's imports by 69 hillion dol-
lars.

More generally, Asia's merchandise import
growth expanded for the second year in arow faster
than its merchandise exports, reducing the region’s
merchandise trade surplus (f.o.b.-c.i.f.) to 167 bil-
lion dollars. Among the Asian economies, China
continued to show outstanding strong import and ex-
port growth. Despite its sluggish economy, Japan’s
value of imports (and exports) rose faster than those
of North America, which can be partly attributed to
the strength of both the intra-Asian trade recovery
and of trade in office and telecom equipment. These
two factors also contributed to the strong export and
import growth of the East Asian developing econo-
mies. Australia’'s merchandise exports rose faster
than world merchandise trade while itsimports rose
by only 3%, the main explanation being the combi-
nation of stronger export prices, weaker domestic
demand and a depreciating currency.

Latin America strade acceleration in 2000 can be
traced to acombination of the continuously buoyant
growth of Mexico's trade and arebound in Central

Table 1.4
Growth in the value of world trade in commercial services by region, 1990-2000

(Billon dolars and percentage)

1415 6 1 1 5 1400 6 2 2 5

311 7 2 5 10 241 7 8 413
274 8 2 4 10 199 7 10

bbbl & B e o~
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a Indonesia, the Republic of Korea, Malaysia, Philippines and Thailand.

and South America's trade. Higher prices of fuels
boosted Venezuela's exports by two thirds while
higher metal prices contributed to the turnaround in
Chilean exports. Theexport recovery together witha
sustained high level of foreign direct investment in-
flowsallowed importsof South and Central America
to continue expanding. One of the main features of
Latin America stradenot only in 2000, but al so over
thelast decade, isthe exceptional expansion of Mex-
ico’s trade, in particular with the United States. By
2000, the share of Mexico in Latin America’'s ex-
ports and imports exceeded 45%.

In 2000, North America’s imports continued to
expand for the fourth year in a row, significantly
faster than world imports but also faster than the re-
gion'sexports. Asaresult, North America ssharein
world merchandise imports rose to 23%, its highest
level in the last century. Although North America's
exports have also increased faster than world mer-
chandise trade over the last years, the merchandise
deficit rose more than 100 billion dollars. For the
United States alone, the $450 billion merchandise
trade deficit (f.o0.b.-f.0.b.) in 2000 exceeds the total
exports of goods and services of Latin America, as
well asthe combined merchandise trade of the Mid-
dle East and Africa, and corresponds to more than
7% of world merchandise exports. Various factors
contributed to this exceptionally large trade deficit.
First, the outstanding investment and consumption
boominthe United States; second, the strength of the
US dollar; and third, the large net-capital inflows
which financed the excess of United States expendi-
ture over savings. While it seems unlikely that this
trend can be sustained, it is difficult to predict when
the reversal will occur.

Merchandise trade developments by country
showed very largevariationsin 2000. Whilethedol-
lar value of merchandise exportsof someWest Euro-
pean countries decreased dlightly, the exports of
some oil-exporting countries surged by two thirdsor
more. Exporters of manufactured goods in devel op-
ing Asia, aswell asdevel oping countriesin other re-
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gions, recorded increasesin therange of 15 to 22%.
Excluding the major oil exporters, China recorded
the largest increase of all major tradersin 2000 (Ta
blell.3).

Growth in the dollar value of imports varied
among countries by nearly as much, from near stag-
nation to expansion rates of 35 to 40%. Importsrose
by one third or more in China, the Republic of Ko-
rea, Turkey and Indonesia. For thelatter two, theim-
port surge represented a recovery from shrinking
import values in the preceding year. The weakness
of the euro contributed largely to the stagnation or
modest growth in the dollar import value of West
European countries. Outside Europe, import growth
was sluggish in Australia and stagnated in Argen-
tina. Merchandise imports into the United States
rose by nearly 19%, further strengthening its posi-
tion asthe world' s largest importer.

Looking at developmentsin the 1990-2000 period,
outstanding performance in export and import
growth isrecorded for both Chinaand Mexico which
expanded their exports and imports by about 15% an-
nually or more than two times faster than the global
average. Malaysia, the Philippines and Hungary re-
ported also a dynamic trade performance with ex-
ports and imports up by more than 10%.

3. Commercial services trade

Sti mulated by the high level of globa economic
activity, worldtradein commercial servicesises
timated to have expanded by 5% (to $1.4 trillion US
dollars) in 2000, the fastest annual growth since
1997. For the second year in arow, the value of com-
mercial services trade expanded less than merchan-
dise trade, but for the 1990-2000 period its 6%
annual growth matched that of merchandise trade.
Prices for internationaly traded commercial ser-
vices are scarce, but the limited information avail-
able points to a stagnation or even moderate
decrease. Thedecline of the euro vis-avisthedollar
has most likely more than offset higher pricesin the
transportation sector.

Almost all regions reported an acceleration of
their commercial services exportsand imports, with
the notable exception of Western Europe. The de-
clinein Western Europe’ s commercial services ex-
ports and importsislargely due to theimpact of the
depreciation of the euro. Expressed in euros, West-
ern Europe’s commercial services exports and im-
ports expanded by 13.5 and 14.5%, respectively,
which indicates an accel eration in both nominal and
real terms given the moderate rates of inflation pre-

9Theexception being Denmark for which provisiona official dataoninter-
nationd transport servicespoint toalargeincreaseintotal servicestrade.

Table 1.5
Leading exporters and importers in world trade in commercial services, 2000
(Billion dollars and percentage)
Exporters Value Share __Annual percentage change Importers Value Share Annual percentage change
1990-2000 1999 2000 1990-2000 1999 2999
United S tates 274.0 193 8 4 10 United States 199.3 14.2 7 4 14
United Kingdom 100.1 7.1 7 3 -3 Germany 125.7 9.0 5 3 -5
France 71.3 5.5 2 -1 -7 Japan 115.1 8.2 3 3 1
Germany 75.1 5.3 4 0 -5 United Kingdom 823 5.9 6 6 0
Japan 68.0 4.8 5 -2 13 France 57.1 4.1 1 -4 -10
Italy 59.0 4.2 2 -9 -3 Italy 57.1 4.1 2 -9 0
Spain 52.1 3.7 7 8 -2 Netherlands 50.1 3.6 6 4 0
Netherlands 50.6 3.6 6 4 -4 Canada 41.8 3.0 4 3 9
Hong Kong, China 43.3 3.1 9 4 14 Belgium-Luxembourg 38.7 2.8 5 6 7
Belgium-Luxembourg 40.2 28 5 6 4 China 34.8 2.5 24 16 14
Canada 37.2 2.6 7 6 9 Korea, Rep. of 33.7 2.4 13 11 26
China 29.7 2.1 18 -1 25 Spain 30.0 2.1 7 " 0
Korea, Rep. of 29.2 2.1 12 4 13 Austria 28.4 2.0 7 2 2
Austria 27.9 2.0 2 3 -7 Ireland 271 1.9 18 -12 4
Singapore 26.6 1.9 8 25 13 Chinese Taipei 25.7 1.8 6 0 10
Switzerland 26.5 1.9 4 2 1 Hong Kong, China 24.0 1.7 8 1
Denmark 20.3 1.4 5 10 21 Sweden 23.2 1.7 3 4
Chinese Taipei 20.2 1.4 1 3 18 Singapore 213 1.5 10 8 13
Sweden 19.3 1.4 4 " -2 Denmark 18.3 13 6 -3 19
Turkey 19.1 13 9 -30 18 India 17.9 13 12 21 4
Australia 18.0 13 6 7 6 Australia 17.8 13 3 7 1
India 16.4 1.2 14 26 18 Russian Fed. 16.9 1.2 - 21 31
Norway 15.2 1.1 2 0 9 Mexico 16.4 1.2 5 10 18
Ireland 14.5 1.0 16 -12 0 Brazil 16.0 1.1 9 -14 17
Malaysia 13.5 0.9 14 4 14 Norway 15.6 1.1 2 5 2
Mexico 13.4 0.9 6 -3 15 Malaysia 15.5 1.1 1" 13 6
Israel 133 0.9 1" 13 30 S witzerland 15.4 1.1 3 5 -2
Thailand 12.9 0.9 7 " Indonesia 14.3 1.0 9 -4 27
Greece 9.8 0.7 4 0 Thailand 13.4 1.0 8 13
Egypt 9.6 0.7 7 18 3 Israel 12.4 0.9 10 " 16
Total of above 1232.0 87.0 Total of above 1205.0 86.0
World 1415.0 100.0 6 1 5 World 1400.0 100.0 6 2 5
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Chart II1.5
Fuels: share in world trade and real oil price, 1970-2000

(Percentage and dollars per barrel at constant 1990 prices) a

Dollars
Share per barel

50 50

Real o prices (right scale)
40 40

Share (eft scale)

1970 72 74 76 78 8 82 8 8 8 90 92 94 9% 98 2000

s Real ol pices are obtained by deflating the nominal ol price b the world export unit value index of manufactures;
Source: WTO Secretariat.

vailing in Western Europe. As Western Europe ac-
counts for 44% in world exports of commercial
services, its lacklustre performance in dollar terms
slowed down considerably the expansion in the
value of world trade in 2000 (Table 11.4).

North Americaand Latin America recorded dou-
ble-digit export and import growth in services in
2000. In both cases, imports expanded somewhat
faster than exports thereby reducing the North
American surplus and widening the Latin American
deficit in commercia services trade. United States
commercia services which account for ailmost one
fifth of world commercial services exports showed
particular strength in travel receipts. United States
commercia servicesimports recorded in 2000 their
most robust growth since 1990, with imports of
transportation services being the most dynamic sec-
tor for the second year in a row. Asian exports of
commercia services rose by 13%, boosted by the
marked acceleration of services growth by Asias
three leading exporters: Japan; Hong Kong, China
and China. The near stagnation of Japan’s services
imports — which accounts for one third of Asian re-
gional total —was the principal factor in the subdued
expansion of Asia scommercial servicesimports. Ja-
pan’'s expenditure on travel, construction, financia
and communications services slowed not only last
year but over the last three years, limiting its tota
commercial services imports in 2000 to alevel 10%
below the 1996 peak level.

Stronger price pressures in transportation than in
other services categoriesare believedto beoneof the
factors contributing to the untypically uniform ex-
pansion of commercial servicesacrossmajor catego-
ries. Exports of transportation services expanded on
par with that of travel and “other commercial ser-

since 1985 the share of OPEC countriesin world crude il output re-
covered from 30 to 42%in 1998.

11Throughout 2000theopen call optionsexceeded the open put options,
reflecting the traders expectations of falling prices also reflected by the
fact that the future pricesfor 12 months ahead remained bel ow the spot
crude oil prices. As prices remained high, the holders of put options
wereforced at the end of the contract to purchase oil and paradoxically
support oil pricesin the spot markets.

vices’, at about 4.5% in 2000, while for the last de-
cade exports of transportation services expanded by
only half the8%raterecorded for the category “ other
commercial services’ comprising, among others, fi-
nancial, communication, construction, computer
services and licence fees.

Provisional country data on commercial services
trade by country show that the West European coun-
triesrecorded, in general, a stagnation or even a de-
creasein exportsand imports.® Commercial services
exportsof the United Statesand Japanroseby 10 and
13%, respectively, at arate not only well above that
of the preceding year but also much stronger than
over the last decade. Japan’ s stagnating servicesim-
ports contrast with its dynamic export growth.
United States imports of commercial services ex-
panded almost three times faster than the global av-
erage in 2000, lifting its share to a record 14.2% of
world commercial servicesimports. Asian develop-
ing countrieswith double-digit export and import in-
creases include China, the Republic of Korea,
Singapore and Chinese Taipei. Mexico and Israel
had export and import increases between 15 and
30% (Tablell.5).

Throughout the 1990-2000 period, amongst he
leading traders in commercia services the most dy-
namic with exports and imports growing at dou-
ble-digit rates were China, the Republic of Korea,
India, Irdland and Malaysia.

4. Oil markets and international trade

One of the outstanding features of international
trade in recent years has been the high vol atility
of oil prices. Following the steep declineof oil prices
in 1998, prices recovered strongly and averaged in
2000 $28 per barrel, a level two times that of the
trough in 1998.

As a conseguence of these sharp price variations,
the share of fuels in world merchandise exports
dropped to 6.5% in 1998, the lowest share in three
decades, beforerecovering to 10.5% in 2000, match-
ing the highest share in the last 12 years. In other
words, within three years ail prices recorded their
highest and lowest levels in 15 years. While the ail
pricerecovery in 1999 can be attributed to the coordi-
nated cutback of ail production, the reasons for the
further price increase in 2000 cannot be found in the
basic market conditions, as production increased
faster than demand. Some observers have attributed
the price turbulencesin oil marketsto overreaction of
consumers in the form of advanced purchases and to
imbalancesin the oil future markets. Consumer reac-
tion was partly provoked by considerably overstated
oil demand projections at the beginning of the year,
made under the influence of the prospects of strong
global output growth. Consumer fears in respect to
physical availability might have al so been affected by
the successfully coordinated stop and goin oil supply
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by thedil producing countriesand therealizationthat ~ recent years was expected to accelerate this trend.
the share of OPEC countriesinworld crudeoil output ~ Consequently, public debates on energy focused
hasincreased again considerably.’® Largeimbalances ~ more on the environmental consequences of the
intheforward marketsfor crudeoil haveasocontrib-  steady riseinglobal energy consumption, in particu-
uted to the strengthening of spot prices.™ Thehighoil  lartheimpact of CO2 emissionsonglobal warming.
pricesintherangeof $24t0$34 per barrel in 2000 also Oil accounts for about 80% of international trade
contrast sharply with the prices in recent me-  in fuels, roughly twice the share of oil in world pri-
dium-term projections. These price assumptions  mary energy consumption. Relative low transporta-
seemed reasonable given that the real price of oil re-  tion costs and limited up front investment in
mainedinanarrow rangeof $15to$20throughoutthe  infrastructure contribute to the greater dominance of
1986-97 period and showed even a moderate declin-  oil over other fuels in trade relative to production.
ing trend for the 1990-97 period. Variousenergy mar- ~ Nevertheless, the share of gas did increase over the
ket indicators supported the expectation of low oil  last 15 years while that of oil and coal decreased
prices in the medium term. First, the share of oil in somewhat. In the second half of the 1990s, Asiare-
world energy consumption was markedly reduced  placed Western Europe as the largest net-importing
from the peak level in the early 1980s. Natural gas,  region. Thisdevelopment can belargely attributed to
coal and nuclear power increased their sharesinworld  the buoyant rise of fuelsimportsinto the fast grow-
energy production, although oil has remained the  ingdeveloping Asia. Theshareof the Asian develop-
principal fuel, accounting for about 40% of total en-  ingcountries’ netimportsinworld trade of fuelsrose
ergy output in recent years. Second, several regions  from lessthan 2 in 1990 to nearly 7% in 1999.
curtailed the share of imported ail intheir energy con- About 30 countries can be considered as signifi-
sumption by expanding domestic energy production.  cant fuel exporters, of which about two thirds are de-
Third, technological innovations had lowered the  yeloping countries. In 1999, fuels exportsaccounted
costs of finding and extracting ail. for morethan two thirds of merchandise exportsinat

In addition, developmentsoutsidetheenergy mar-  |€ast 14 countries and another 8 countriesrecorded a
kets—in particular the changein theglobal outputto ~ corresponding share between one third and 60%.
less material and energy intensive services sector ~ Whilethe developing countries (and also the LDCs)
promised to reduce the importance of energy tothe ~ @reé—asagroup —net fuel exporters, the majority of
future global economic growth. The spectacular rise  the developing countries are net importers.

Appendix Table 1
Leading exporters and importers in world merchandise trade (excluding intra-EU trade), 2000
(Billion dollars and percentage)
Exporters Value  Share Annual percentage change Importers Value  Share Annual percentage change
1990-2000 1999 2000 1990-2000 1999 2000

European Union (15) 8554 172 5 2 8 United S tates 1258.0 239 9 12 19
United S tates 7824 157 7 2 12 European Union (15) 959.2 182 5 4 13
Japan 479.3 9.6 5 8 14 Japan 3795 7.2 5 " 2
Canada 2772 5.6 8 " 16 Canada 249.1 4.7 7 7 13
China 249.2 5.0 15 6 28 China 225.1 43 15 18 36
Hong Kong, China 202.4 41 9 0 16 Hong Kong, China 214.2 41 10 -3 19

domestic exports 237 05 2 -9 6 retained imports a 35.4 0.7 1 21 24
Korea, Rep. of 1726 35 10 9 19 Mexico 182.6 35 15 14 23
Mexico 166.4 33 15 16 2 Korea, Rep. of 160.5 3.0 9 28 34
Chinese Taipei 148.4 3.0 8 10 22 Chinese Taipei 140.0 2.7 10 6 26
Singapore 138.0 2.8 10 4 20 Singapore 134.7 26 8 9 21

domestic exports 78.9 16 9 8 15 retained imports a 75.6 14 6 18 16
Russian Fed 105.2 21 - 1 39 Switzerland 825 16 2 0 3
Malaysia 98.2 2.0 13 15 16 Malaysia 82.2 16 n " 27
Saudi Arabia 84.1 17 7 31 66 Australia 713 14 5 7 3
Switzerland 80.5 16 2 2 0 Thailand 62.0 1.2 6 17 23
Thailand 68.9 1.4 12 7 18 Brazil 58.6 1 10 -15 13
Australia 63.9 13 5 0 14 Turkey 54.0 1.0 9 -1 33
Indonesia 62.0 1.2 9 0 27 India 49.8 0.9 8 4 "
Norway 58.1 1.2 5 13 29 Poland 493 09 16 -2 7
Brazil 55.1 1 6 6 15 Russian Fed. 44.2 08 -3 12
India 42.4 09 9 9 17 Israel 38.1 07 9 13 15
Philippines 40.0 08 17 24 9 Philippines 346 0.7 10 3 6
United Arab Emirates 39.9 038 7 15 29 United Arab Emirates 343 07 12 6 6
Venezuela 328 07 6 15 65 Norway 338 06 2 6 -1
Poland 316 06 8 3 15 Indonesia 335 06 4 -12 40
Israel 313 06 10 12 21 S audi Arabia 328 06 3 7 17
Iran, Islamic Rep. of 30.2 06 6 32 74 Czech Rep. b 322 06 - 0 15
South Africa 30.0 06 3 1 12 Hungary 321 06 12 9 15
Czech Rep 29.0 06 - 2 10 South Africa 207 06 5 9 "
Hungary 28.1 06 n 9 12 Argentina 255 05 20 -19 0
Turkey 273 05 8 - 3 Chile 18.1 03 9 -19 20
Total of above ¢ 4509.9  90.7 - - - Total of above ¢ 48017 91.0
World (excl. intra-EU trade) ¢ 4974.0  100.0 7 5 17 World (excl. intra-EU trade) ¢ 5275.0  100.0 7 5 17
a Retained imports are defined as imports less re-exports
b Imports are valued f.o.b.
¢ Includes significant re-exports or imports for re-export
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the IEA, thefollowing trendswill be observed inin-
ternational trade of fuels in the coming ten years.
First, the share of imported oil in oil and total energy
consumption is likely to increase in the major
net-importing regions (Asia — in particular China
and India, Western Europe and North America).
Second, the increased supplies will come largely
from the traditional oil suppliers, in particular the
Middle East. The most dynamic trade growth will be
seen between the Middle East and Asia (as in the
1990s). Third, trade in gas will expand strongly, in
particular in Europeand Asia. Gasexportsfrom Rus-
sia to Western Europe and intrasWest European
trade contributeto therisein Europe. Liquified natu-
ral gas imports from the Middle East will rise
sharply. Fourth, world tradein coal isunlikely to ex-
pand rapidly. Asia scoal imports are expected to in-
crease while those of Western Europe are expected
to decrease. Fifth, cross-border and intra-regional
tradein electricity islikely to increase substantially
largely due to the liberalization of the various na-
tional marketsin the EU and theintegration of Euro-
pean grids.

5. Outlook

n 2001, the world economy is retreating from the high
Igrowth path seen last year. All major geographic re-
gionswill be affected with the exception, perhaps, of Af-
ricawhich recorded the weakest growth of all the regions
in 2000. North America, thetransition economiesand de-
veloping East Asia— other than China— are projected to
experience a sharp deceleration in GDP in 2001. Japan’'s
fragile economy is not expected to recover. Growth rates
in Western Europe and Latin America are expected to
slow by about one half of 1%.12

While there is a broad consensus about a general
slowing of economic growth —reflected not only in
revisions of national forecasts, but also by actions
undertaken by governments and, above al, by na-
tional monetary authorities — uncertainty remains
about the severity and form that the decel eration will
take. Thedevel opment of the United Stateseconomy
isconsidered to bethe key element not only because
of itsweight in the global output and trade but also
duetoitsleadership inthe“new economy” . Thecur-
rent slowdown will therefore also be atest for the
“new economy” which wasone of theprincipal driv-
ing forces in the expansion, not only of the United
States economy and other advanced economies, but
aso of international trade. The strength of United
States investment over the last five years stemmed
largely fromthe expenditure oninformation technol-
ogy equipment and software not only in the “new
economy” but also in the “old economy”. The sharp
correction of technology stock markets world wide
since March 2000 have shattered the belief that the
internet economy would be “business cycle proof”.
A cyclical cutback of I T-related investment expendi-
ture could be quite significant and have marked re-

percussions given the increased importance the IT
sector has gained throughout the 1990s in output,
employment and trade. A related issue concerns the
productivity rates observed in recent years in the
United States. It has till to be seen how permanent
these economy-wide productivity gains, which have
been attributed to the advances in information tech-
nology, will proveto be.

The rise of the “new economy” underpinned not
only theexpansion of the United Stateseconomy and
stock markets but also international capital flows (in
particular FDI) and many stock markets around the
globe. The sharp correction in world stock markets
indicates that the perceptions on the near term out-
look for the information technology sector has be-
come rather sober. In addition, the lower valuations
of stocks haverepercussionsnot only on businessin-
vestment but also on the consumer confidence, pri-
vatewealthandintheend on consumer expenditure.

A dowdown in the United States reduces its im-
port growth, which will directly affect the exports of
those 20 countries for which exports to the United
Statesmarket account for morethan onethird of their
merchandise exports. Canadaand Mexico are partic-
ularly concerned astheir exportsto the United States
exceed 85% of their total merchandise exports, but
many countries in Central America and the Carib-
bean, as well as in Asia, also rely heavily on the
United States markets. With respect to product cate-
gories, the share of United States imports in world
tradeisparticularly important for office and telecom
equipment, automobiles and clothing.

The prospectsfor world tradein 2001 clearly have
becomemorecloudedinrecent months. Thedeceler-
ation of global tradegrowth hasset in during thefinal
months of 2000 and is expected to continue for most
of 2001. For theyear 2001, the volume of world mer-
chandisetrade is expected to grow by 7%, amarked
reduction from the estimated rate of 12% in 2000. A
major uncertainty in the outlook isthe economic ac-
tivity and trade growth in Western Europe. AsWest-
ern Europe accountsfor about 40% of world trade, a
stronger resistance to the United States slowdown
than is projected could mean the world trade would
expand in 2001 by more than the 7% currently fore-
cast. Downward risksare primarily seeninthereper-
cussions of severe stock market corrections on
investment and consumer expenditure in advanced
€conomies.
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