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About the WTO

The World Trade Organization is the international body dealing
with the global rules of trade between WTO members. Its main
function is to ensure that trade flows as smoothly, predictably and
freely as possible, with a level playing field for all its members.
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. World merchandise trade volume is projected to grow 2.6% in 2024
and 3.3% in 2025, following a larger-than-expected decline of -1.2%
in 2023. Import demand in real terms was weak in 2023 in most regions,
especially in Europe but also in North America and Asia. The main
exceptions were the Middle East and the Commonwealth of Independent
States (CIS) region, where imports surged.

. World real GDP growth at market exchange rates slowed from 3.1% in
2022 to 2.7% in 2023 but is expected to remain mostly stable over the
next two years at 2.6% in 2024 and 2.7% in 2025. The contrast between
the steady growth of GDP and the slowdown in merchandise trade volume
is linked to inflationary pressures, which had a downward effect on
consumption of trade-intensive goods, particularly in major traders.

. The US dollar value of world merchandise trade fell 5% in 2023
to US$ 24.01 trillion but this decline was mostly offset by a strong
increase in commercial services trade, which rose 9% to US$ 7.54
trillion. The decline in merchandise exports was partly due to falling
prices for commodities, such as oil and gas. Meanwhile, commercial
services trade was lifted by recovering international travel and surging
digitally delivered services.

. World trade has been remarkably resilient in recent years despite
the presence of several major economic shocks. By the end of 2023,
merchandise trade volume was up 6.3% compared to 2019. Commercial
services also increased, with annual US$ values up 21% between 2019
and 2023.

. In 2024 and 2025, inflation is expected to gradually abate, allowing real
incomes to grow again in advanced economies, boosting consumption
of manufactured goods. A recovery of demand for tradable goods in
2024 is already evident. This is related to an increase in household
consumption linked to improved income prospects.

. Risks to the forecast are on the downside due to current geopolitical
tensions and policy uncertainty. Conflict in the Middle East has diverted
sea shipments between Europe and Asia while tensions elsewhere could
lead to trade fragmentation. Rising protectionism is another risk that
could undermine the recovery of trade in 2024 and 2025.



Trade growth to pick up gradually in 2024
despite regional conflicts and geopolitical

tensions

Trade in 2023 and the outlook for 2024 and 2025

World merchandise trade volume is expected to
grow 2.6% in 2024 and 3.3% in 2025 as demand
for traded goods rebounds following a contraction
in 2023. Trade volume was down 1.2% last year
after recording 3.0% expansion in 2022 despite the
outbreak of war in Ukraine. The lingering effects of
high energy prices and inflation weighed especially
heavily on demand for trade-intensive manufactured
goods, but this should recover gradually over the
next two years as inflationary pressures ease and
as real household incomes improve.

The relatively small 1.2% decline in merchandise
trade in 2023 obscures strong regional variation,
as import demand fell sharply in Europe, declined in
North America, remained flat in Asia, and increased
in major fuel-exporting economies. Weak demand

reduced export volumes in Europe and prevented a
stronger recovery in Asia, while the picture in other
regions was mixed. If the forecast is realized, Asia
will make a bigger contribution to trade volume
growth in 2024 and 2025.

As shown in Chart 1, merchandise trade volume
was well above its pre-pandemic level throughout
2023 and was only down slightly in Q4 compared
to the first quarter of 2022 (-0.6%). The peak in
trade volume in the third quarter of 2022 could
partly reflect the sharp increases in commodity
prices that occurred during the year if these
were not fully accounted for in trade statistics of
reporting economies. Outside of this one period,
trade can be seen as plateauing in 2023 rather
than declining.

Chart 1:Volume of world merchandise trade, 2015Q1-2025Q4
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The current US dollar value of world merchandise
trade (as measured by the average of exports
and imports) was down 5% in 2023 to US$
24.01 trilion (see Appendix Tables 1-2). The
decline on the export side was led by the Russian
Federation, whose exports plunged 28%, as well
as by manufacturing-oriented Asian economies,
including China (-5%), Japan (-4%) and the
Republic of Korea (-8%). Other major economies
saw smaller declines or even modest increases,
including the United States (-2%), Germany
(+19%), and Mexico (+3%). Taken as a whole, the
European Union's exports to the rest of the world
were up 2% while intra-EU trade was down 1%,
leaving total exports flat in US dollar terms.

Meanwhile merchandise imports were down in
most economies, partly due to falling prices for
commodities such as natural gas, the price of
which fell 63% on average in 2023. All major
economies saw a decline except for a few large
energy exporters, including the United Arab
Emirates (+7%), the Russian Federation (+10%)
and Saudi Arabia (+11%).

In contrast to merchandise trade, the US dollar
value of world trade in commercial services was
up 9% in 2023 to US$ 7.54 trillion as spending on
travel and other services continued to recover from
the COVID-19 pandemic. The increase in services
trade party offset the contraction of goods trade
in 2028, leaving world goods and commercial
services exports on a balance of payments basis
down just 2% in 2023 at US$ 30.8 trillion (see
Chart 2).

World GDP growth also slowed in 2023, but
not nearly as much as trade volume growth (see
Chart 3). Real GDP growth (weighted at marked
exchange rates) decreased to 2.7% in 2023 from
3.1% in the previous year. GDP growth is expected
to remain mostly stable over the next two years,
dipping to 2.6% in 2024 before returning to 2.7%
in 2025.

There is a high degree of uncertainty associated
with the current forecast due to the large number
of risk factors present in the global economy,
including regional conflicts, geopolitical tensions,

Chart 2: World goods and commercial services exports, 2018-2023
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Chart 3: World merchandise trade volume and GDP growth, 2018-2025
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and rising protectionism. This uncertainty is
represented by the error bars in Chart 1, which
are skewed in a negative direction since risks are
thought to be tilted to the downside. If the current
forecast is realized, trade volume growth in 2024
could be high as 5.8% or as low as -1.6%.

Drivers of trade

In recent years, global trade has been affected by
a combination of adverse factors, which have been
collectively referred to as a “poly-crisis”. These
factors encompass a series of supply and demand
shocks related to the COVID-19 pandemic, supply
chain disruptions, and the impacts of increased
trade policy uncertainty driven by geopolitical
Despite these challenges, global
merchandise trade has displayed remarkable
resilience over the past four years. The volume of
merchandise trade in the fourth quarter of 2023
was still up 6.3% compared to the pre-pandemic
peak in the third quarter of 2019, and up 19.1%
compared to the average level in 2015. Meanwhile,

rivalries.

commercial services trade also witnessed a robust
growth, with a 21% increase in US dollar value
compared to 2019.

The onset of COVID-19 triggered a 15.4% decline
in merchandise trade volume in the second quarter
of 2020. However, by the first quarter of 2021,
trade had rebounded, registering a 20.6% increase
to surpass the pre-pandemic maximum. Moreover,
trade played a crucial role in facilitating the delivery
of essential medicines and food products, both
during the pandemic and since the start of the war
in Ukraine.

Macroeconomic conditions and the war in
Ukraine dictated that inflationary pressures would
constrain real wages and incomes in 2022 and
into 2023, particularly in advanced economies.
This, in turn, reduced demand for imports in
2028, contributing to the downward revision of
the WTO's trade forecast from the previous year.
Increased consumption of services following the
pandemic may also have diverted some spending
that previously was directed towards goods.



Headline inflation peaked in 2022, but core
inflation remained elevated well into 2023. Like
interest rates, energy prices appeared to act with
a lag, since price increases only appeared on
many consumers’ utility bills in 2023, long after
the peak in spot market prices. High energy prices
impacted the production costs of energy-intensive
tradable products such as chemicals and other
intermediates. Moreover, the policy response to
curb inflation through higher interest rates also
had an impact: with real interest rates turning
positive, economic agents such as households
and firms had to factor in real borrowing costs in
their consumption and investment decisions.

In 2023, the “gap” between world GDP growth,
which remained positive, and world merchandise
trade volume growth, which turned negative, can
be attributed to more challenging macroeconomic
conditions primarily driven by inflationary pressures.
Inflation impacted trade through both its product
composition and its geographical distribution.
Firstly, inflation led to a more modest consumption
of manufactured goods, especially those with high
import content, compared to services. Secondly,
inflation had a more pronounced impact on real
incomes and consumption within the EU, due to
the sharper rise in energy prices there compared
to other economies. This generated a stronger
contraction in trade relative to GDP at the global
level, given the larger share of the EU in world
goods trade (30% in 2023) compared to world
GDP (24% in the same year). The combination of
these two factors (detailed in Box 1) can largely
account for the divergence between trade and
GDP last year.

By symmetry, lower inflation in 2024 s
expected to lead to a rebound in consumption
of manufactured goods, which should boost
merchandise trade volume growth in 2024 and
2025. If recent declines in inflation prove to
be durable, policymakers will eventually cut
interest rates. This should stimulate investment
spending (albeit with a lag), which is intensive
in capital goods trade. As cost pressures ease
and business confidence improves in the EU,
consumption and investment should stabilize in
2024 and strengthen further in 2025.

Prices and inflation

Primary commodity prices rose sharply in the wake
of the war in Ukraine, as economies scrambled to
secure access to essential natural resources and
food supplies. These increases stoked inflation,
which was already accelerating in advanced
economies due to supply chain disruptions and
policy stimulus linked to the COVID-19 pandemic.
Commodity price indices have receded from their
peaks in the second half of 2022, but by the first
quarter of 2024 most were still well above pre-
pandemic levels (see Chart 5).

In the first two months of 2024, global energy
prices were down 419% on average from their most
recent peak, but they remained 30% higher than
in 2019. The average price of crude oil since the
start of the year was also down 30% from its peak
in 2022, but it was still 29% above its 2019 level.
Natural gas prices in the United States were an
exception to this pattern, with average prices in
January-February down 4% compared to 2019.
However, gas prices in Europe and Japan were
still up 84% and 359%, respectively, over the same
period.

As for agricultural products and inputs, prices for
food, grains, and fertilizers were all significantly
higher in 2024 than in 2019, up 35%, 45%, and
449, respectively. High energy prices in Europe,
particularly for natural gas, had lingering negative
effects on EU economies such as Germany that
produce and export energy-intensive manufactured
goods.

Since the start of 2022, central banks in advanced
economies have raised interest rates to dampen
the inflationary pressures that eroded incomes
and reduced consumption of goods, including
imported ones (see Chart 6). Interest rates in the
United States rose from 0.1% in February 2022
to 5.4% in August 2023, where they remained
through March 2024. Similarly, interest rates in the
euro area increased from 0.0% in June 2022 to
4.5% last October and have remained at this level.
Central banks in many developing economies have
also hiked rates to their highest levels in years,
including Brazil (currently 11.8%) and South Africa
(currently 8.3%).



Box 1: Slowdowns in global economic growth
and the high cyclicality of trade flows

In the short-run, real demand for traded goods in any economy is driven by the spending decisions
of economic agents, namely households, firms, governments, and the external sector. This spending
is in turn influenced by actual and expected fluctuations in household income, business revenue,
and relative prices of internationally produced goods compared to domestically produced ones. An
economy becomes a net merchandise importer (exporter) when its demand for goods exceeds (is
less than) its domestic production. Global demand for traded goods is simply the sum of imports of all
individual economies. In principle this should be equal to the sum of all exports, since every imported
good is supplied by some exporting economy.

It has long been observed that differences in the composition of goods trade and GDP tend to
produce stronger fluctuations in the former than in the latter, resulting in highly “pro-cyclical” trade
growth. In other words, merchandise trade growth slows more than GDP growth during economic
downturns and may even turn negative, as it did in 2023. Conversely, trade rebounds more strongly
than output during upswings, as it did in 2010 and 2021.

The highly pro-cyclical nature of trade can be attributed to the high share of manufactured goods in
merchandise trade (63% in 2022) compared to GDP (28% in 2022), which is predominantly service
based. Consumption of manufactures, particularly durable and capital goods, is sensitive to real
disposable income and cyclical developments (ECB, 2018). When real income is eroded, consumers
find it easier to postpone the purchase of durable goods, such as vehicles and household appliances,
which often have a high import content, rather than delaying services consumption, which is less a
matter of consumer choice (e.g. rents, medical services, etc.).

Purchases of durable goods also rely more heavily on credit, thus making them more susceptible to
fluctuations in interest rates. In response to declining consumption of manufactured goods, businesses
may also postpone spending on fixed investments in capital goods. Studies indicate that investment is
the most import-intensive component of domestic demand, with an average global import content of
around 36%, followed by exports and private consumption (see Chart 4).

Chart 4: Average import content of aggregate demand components
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Chart 5: Global primary commodity prices, January 2019-March 2024
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Tighter monetary policy has largely succeeded in
bringing down inflation, but correctly timing the
relaxation of these policies will be challenging
for policymakers. In the United States, consumer
price index (CPI) inflation has fallen from a high
of 9.1% in June 2022 to 3.2% in February 2024.
Meanwhile, inflation in the EU dropped from a peak
of 10.6% in October 2022 to 2.6% in February.
Slower growth in consumer prices combined
with strong wage gains should boost household
income and consumption in these economies in
2024, although high interest rates may continue
to weigh on business investment and spending on
durable goods for some time to come.

The situation is somewhat different in Japan
and China. In the former, inflation has risen to a
moderate level (2.2% in January) after years of
deflationary drag, but interest rates were only
raised to 0.1% in March of this year, ending a
longstanding Japanese policy of negative rates. In
the latter, interest rates were lowered to 3.5% in
20283 to prevent deflation from taking hold. These
measures should help to stabilize inflation and
interest rates at low levels in both countries and
promote the recovery of trade in Asia.

US$/MMBtu
A& O o N @ ®
o © o o o

w
o

—_——T

—— Natural gas, Natural gas,
us Europe

—— Natural gas,
Japan

Trade volume growth by region

Europe made the biggest contribution of any
region to world trade volume growth in 2022, but
it was also primarily responsible for the decline in
2023 (see Chart 7). The region’s strong influence
on merchandise trade is partly explained by its
outsized share in world trade (37% on both the
export and import sides) since intra-EU trade
is counted in regional and global totals. Aside
from this compositional effect, the EU was also
disproportionately affected by fluctuations in
commodity prices over the past two years due to
the regional nature of natural gas markets.

The
volume in 2023 was primarily driven by Europe,

1.2% contraction in merchandise trade
which subtracted 1.7 percentage points from
global import growth and reduced global export
growth by 1.0 percentage points. North America’s
contribution was also negative on the import side
(-0.4 percentage points) but it remained positive
on the export side (+0.5 percentage points).
Although Asian economies continued to supply
the largest share of manufactured goods of any
region in 2023, flat trade volume growth for the



Chart 6: Consumer price inflation in selected economies, January 2021-January 2024
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year means that the region’s contribution to trade
growth was very small. Collectively, other regions
including South America, Africa, Middle East and
the CIS region' made a positive contribution
to import growth (+0.5 percentage points),
although they continued to weigh on exports (-0.1
percentage points).

If the WTQO's trade forecast for 2024 is realized,
Asia will contribute more to merchandise trade
growth than it did over the last two years. The
region is expected to add around 1.3 percentage
points to the projected 2.9% growth in world
exports this year, or around 45%. On the imports
side it should add 1.9 percentage points to the
anticipated 2.3% growth in world imports, or
around 81%. Other regions should make smaller
contributions to export and import growth, but all
are expected to be positive.

In theory, export volume growth should be equal
to import volume growth at the global level, but
in practice exports and imports always diverge

slightly due to differences in measurement and
methodology. However, discrepancies between
the export and import sides over the last two
years are unusually large, 1.4 percentage points
in 2022 and 1.2 percentage points in 2023.
Strongerimportgrowthin 2022 and alargerimport
contraction in 2023 could be due to commodity
price fluctuations not being fully accounted for in
import prices. These discrepancies should fade
once the recent surge in inflation is over.

Chart 8 shows quarterly merchandise export
and import volume developments by region
since 2019. Exports from Asia surged during the
COVID-19 pandemic but have since plateaued
at a high level. By the fourth quarter of 2024 they
were up nearly 17% compared to their average
level in 2019. On the negative side, exports of
the CIS region were down around 16% over the
same period, although these figures should be
treated with caution due to the lack of reliable
data for the Russian Federation and Belarus
since 2022.

Chart 7: Contributions to world trade volume growth by region, 2022-2025
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Chart 8: Merchandise exports and imports by region, 2019Q1-2024Q4
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North America and Europe respectively recorded
single digit increases since 2019 of 5% and
2%. Meanwhile, South America's exports were
up nearly 10% by the fourth quarter of 2023
compared to 2019. Exports of Africa and the
Middle East were down slightly but mostly flat
over this period (-2% and -3%, respectively),
but this is normal for regions that export fuels
disproportionately, since demand for energy in
quantity terms tends to be quite stable.

In contrast to its exports, the CIS region
recorded the largest increase in imports of any
region between 2019 and the fourth quarter of
2023, up 19%. South America and the Middle
East both saw 16% increases in imports over
this period, while North America and Asia were
each up 10%. Europe’s imports in Q4 of 2023
were relatively unchanged compared to 2019,
up just 1%. Africa was the only region that saw
its imports decline since 2019, with a cumulative
drop of 5%. This suggests that increased export
revenue from higher commodity prices did not
translate into greater consumption and income
in the region. If the WTO forecast is realized,

Africa’s exports will finally exceed their 2019 level
by the end of this year, but imports will only just
match their earlier level.

Breakdown of the
trade forecast

Table 1 summarizes the WTO's forecasts for
merchandise trade volume growth and real GDP
growth at market exchange rates through 2025. If
current projections hold, Africa’s exports will grow
faster than those of any other region in 2024, up
5.3% from a low base since the continent’s exports
remained depressed after the COVID-19 pandemic.
The CIS region's expected growth is just slightly
below 5.3%, also from a reduced base after the
region’s exports plunged following the outbreak of
the war in Ukraine. North America, the Middle East
and Asia should all see moderate export growth of
around 3.5%, while South America is expected to
grow more slowly at 2.6%. European exports are
once again expected to lag behind those of other
regions, with growth of just 1.7%.
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Table 1: Merchandise trade volume and GDP growth, 2020-2025 2

Annual % change

World merchandise trade volume

Exports

North America -9.2 6.4 3.8 3.7 3.6 3.7
South America ° -5.0 6.6 2.9 1.9 2.6 1.4
Europe -7.7 8.1 3.7 -2.6 1.7 2.8
Cls¢ -1.0 -1.8 -2.1 -6.2 5.3 1.7
Africa -7.2 4.2 -2.4 3.1 5.3 2.4
Middle East -6.5 -0.8 6.6 -1.6 3.5 2.2
Asia 0.6 131 0.4 0.1 3.4 3.4
Imports

North America -5.2 11.9 5.7 -2.0 1.0 3.3
South America ° -9.6 24.8 4.2 -3.1 2.7 3.4
Europe -7.2 8.8 6.0 -4.7 0.1 3.1
cls¢ -5.4 10.3 -6.1 18.8 -3.8 2.9
Africa -156.5 7.4 8.8 -2.4 4.4 1.6
Middle East -9.7 13.8 14.1 9.8 1.2 2.1
Asia -1.0 105 -0.7 -0.6 5.6 4.7
World GDP at market exchange rates -3.1 6.2 3.1 2.7 2.6 2.7
North America -3.3 5.8 2.1 24 2.0 1.7
South America ° -6.3 7.7 4.0 2.0 1.5 2.5
Europe -5.9 6.3 3.5 0.9 1.1 1.7
CIs¢ -2.4 5.5 0.1 3.5 2.6 1.9
Africa -2.4 4.7 3.7 2.9 3.2 3.9
Middle East -3.9 4.1 6.5 1.6 2.7 34
Asia -0.7 6.5 3.3 4.2 4.0 3.8

Memo: Least Developed Countries (LDCs)

Volume of merchandise exports -1.0 -2.2 -1.1 4.1 2.7 4.2
Volume of merchandise imports -8.8 9.6 2.7 -3.5 6.0 6.8
Real GDP at market exchange rates 0.5 2.6 4.7 3.3 4.9 5.6

Figures for 2024 and 2025 are projections.
Average of exports and imports.
Refers to South and Central America and the Caribbean.

o O T o

Refers to Commonwealth of Independent States (CIS), including certain associate and former member states.

Note: These projections incorporate mixed-data sampling (MIDAS) techniques for selected economies to take advantage
of higher-frequency data such as container throughput and financial risk indices.
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Strong import volume growth of 5.6% in Asia
and 4.4% in Africa should help prop up global
demand for traded goods this year. However, all
other regions are expected to see below average
import growth, including South America (2.7%),
the Middle East (1.2%), North America (1.0%),
Europe (0.1%), and the CIS region (-3.8%).

Merchandise exports of least developed countries
(LDCs) are expected to grow 2.7% in 2024, down
from 4.1% in 2023, before growth accelerates to
4.2% in 2025. Meanwhile, imports of LDCs should
grow 6.0% this year and 6.8% next year following
a 3.5% contraction in 2023.

The 1.2% decline in merchandise trade in 2023
represents a significant downgrade from the
WTQO’'s most recent forecast of last October,
which anticipated weak global trade growth of
0.8%. Previous estimates for North America
(exports up 3.6%, imports down 1.2%), South
America (exports up 1.7%, imports down 1.0%)
and Asia (exports up 0.6%, imports down 0.4%)
were not far from the final figures for the year. The
projected growth of CIS exports (3.0%) was not
realized, mostly due to data revisions. However,

the prediction of a double-digit rebound in the
region's imports (+25%) was almost correct. The
one big misestimation was for Europe (0.4% for
exports, -0.7% for imports), where trade growth
was much weaker than anticipated. However, it is
quite possible that official trade volume statistics
may be revised at some point in the future to better
account for commodity price volatility over the last
two years.

Trade-related indicators
Purchasing managers’ indices (PMIls) based
on business surveys provide a reliable signal
of the current state of the global economy, while
the new export orders component provides an
indication of the short-term outlook for trade.
Chart 9 shows global PMIs for manufacturing and
services compiled by JPMorgan and S&P Gilobal
for the period January 2019 to February 2024.
The headline manufacturing index was below the
baseline value of 50 separating expansion from
contraction from September 2022 until December
2023 before rising to 50.3 in February, suggesting
the possible start of a manufacturing recovery.
The headline services index has been above the

Chart 9: Global Purchasing Managers’Index, January 2019-January 2024
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expansion threshold since the beginning of last
year, although it did suffer a temporary setback
in the second half of 2023. However, its recent
upturn suggests a strengthening of services
activity as well.

The new export orders components of the PMIs
are one of the best available indicators of the short-
term outlook for world trade. The manufacturing
new export orders index rose from 46.4 in July
2023 to 49.4 in February 2024. Although the
index remained below the baseline value of 50 in
the latest month, it was still the strongest reading
since June 2022. Meanwhile, new export orders
for services stood at 50.4 in February, indicating
expansion. Overall, these indices point to improving
conditions for trade at the start of 2024.

The RWI/ISL throughput index is based on
container traffic of 92 ports accounting for 64%
of world trade, making it a reasonable proxy for
global goods trade (see Chart 10). In 2023, total
throughput measured by the index was down 0.6%

from the previous year, very close to the WTO
estimate for world merchandise exports (-0.6%). In
January, global throughput was reportedly up 6.2%
compared to the same month in 2023, but this was
mostly due to an 8.9% increase in Chinese port
traffic. Total throughput excluding China was only
up 4.2%, while throughput of Northern European
ports was down 2.5%.

The total throughput index shows world container
traffic rising slowly in recent months, suggesting
a limited impact on trade from recent attacks
on shipping through the Red Sea. However, the
simultaneous increase in throughput of Chinese
ports and the decline of throughput in European
ports in January could be related to shipping delays
(see analytical section below for a more detailed
analysis of the Red Sea crisis).

Relationship between trade and GDP

Over time, goods trade has become progressively
less responsive to income fluctuations at the
global level, although the relationship does appear

Chart 10: RWI/ISL container throughput index, January 2019-January 2024
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Chart 11: Relationship between merchandise trade growth and GDP growth
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to have stabilized in recent years. The volume of
merchandise trade grew more than twice as fast
as real world GDP in the 1990s, and 1.5 times as
fast in the early 2000s.

However, since 2010, trade and GDP have grown
at around the same rate on average, despite
numerous economic shocks. This is illustrated
by Chart 11, which shows the ratio of world
merchandise trade volume growth to world GDP
growth at market exchange rates since 1990
excluding the trade collapse and rebound of 2009-
10 following the global financial crisis. The ratio
fell from 2.3-to-1 in the 1990s to 1.5-to-1 in the
2000s. Since 2010 the ratio has fallen further to
0.9-to-1 on average, with fluctuations becoming
stronger in later years. Based on a five-year moving
average, trade growth was weakest relative to
GDP growth in 2016 but it strengthened following
the COVID-19 pandemic. The trade contraction
in 2023 has dragged the five-year average ratio
down, but if the WTO forecast is realized it will
rebound to 0.94-to-1 in 2024.
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Risks to the outlook

The adverse trade environment that prevailed in
2023 is expected to ameliorate somewhat this
year and next, providing a boost to goods trade
in 2024 and 2025. However, geopolitical tensions
and policy uncertainty could limit the scope of
any trade rebound. While export growth should
improve in many economies as external demand
for goods picks up, food and energy prices
could again be subject to price spikes linked to
geopolitical events. Choosing an appropriate pace
of interest rate cuts will also be challenging for
central banks in advanced economies, and any
miscalculation could lead to financial volatility later
in 2024. Overall, risks are tilted to the downside,
although there is some upside potential if trade in
the European Union recovers faster than expected.

The recovery of trade may be hindered by trade
cost increases and uncertainty in international
relations. The resilience of global trade is being



tested by disruptions on two of the world’s main
shipping routes: the Panama Canal and the Suez
Canal.

The Panama Canal handles 6% of global trade,
with over 70% of traffic destined for or originating
from the United States. It is currently operating at
partial capacity due to freshwater shortages, with
restrictions likely to remain in place for some time.
Meanwhile, the Suez Canal handles about 12%
of global trade, and roughly one-third of container
shipping between Asia and Europe. The diversion
of traffic away from the Red Sea and around the
Cape of Good Hope has added around 10 days
to Asia-Europe journeys while boosting fuel
costs. Although global shipping costs returned
to pre-pandemic levels by the middle of last year,
container shipping rates have started to rise again.

The WTO has observed preliminary signs of
fragmentation in trade flows, with exports and
imports

reorienting along geopolitical lines.

Meanwhile trade policy uncertainty has increased.
Chart 12 illustrates these trends. Since the start
of the war in Ukraine, trade between hypothetical
blocs composed of economies holding similar
political views (based on voting patterns in the
United Nations General Assembly, labelled East
and West) has grown 4% more slowly than
trade within these blocs. However, thus far the
data do not show any increasing trend towards
regionalization or near-shoring of trade.

Foreign direct investment (FDI) is also increasingly
moving toward economies perceived to be
friendly. According to the IMF, FDI flows to and
from emerging and developing economies are
substantially lower for more geographically distant
partners. This sensitivity to geopolitical distance
increased in 2018-21 compared to 2009-18 and is
particularly pronounced in strategic sectors such as
semiconductors, telecommunications equipment,
equipment needed for

the green transition,

pharmaceutical ingredients, and critical minerals.

Chart 12: Trade within and between hypothetical geopolitical blocs (left) and the difference

of between bloc and within bloc trade (right)
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Trade in value terms

a. Merchandise trade

The value of world merchandise trade as measured
by exports fell 5% in current US dollar terms to
US$ 23.78 trillion in 2023 (see Chart 13). The
decline was due to a combination of factors,
including reduced trade volume, lower primary
commodity prices, and exchange rate fluctuations.

However, the drop was not large enough to
erase substantial gains in comparison to the pre-
pandemic period, with total merchandise trade in
2023 up 25% over 2019.

The US dollar appreciated 5.2% against the
Chinese yuan last year and 6.9% against the
Japanese yen, but it fell 2.6% against the euro. A
general appreciation of the dollar tends to reduce
the value of world trade measured in US dollars,
while a general depreciation tends to increase it.

Chart 13:Year-on-year merchandise trade growth by product
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According to the Bank for International Settlements
(BIS), the dollar was actually quite stable last
year, up just 0.5% in real effective terms against
a broad basket of currencies. This suggests that
the measured decline in exports was mostly due
to falling trade volumes and primary commodity
prices.

World trade in most product categories was
down in 2023, with some notable exceptions (see
Chart 13). Food trade was up 1% last year after
growing 12% in 2022. Meanwhile, trade in fuels
was down 19% in 2023 following a steep 61%
rise in 2022.

Trade in manufactures was down slightly last year
(-8%), with larger declines in energy-intensive
goods such as iron and steel (-15%). Trade in office
and telecom equipment was also down sharply
(-9%), as was trade in electronic components
(-11%). Trade in the category “other machinery”,
which encompasses capital goods and some
consumer durables, was up slightly (4%) in 2023.
The only product to record strong growth in value
terms was automotive products, which jumped
17% thanks to a surge in exports from China.

Despite year-on-year declines in 2023, the dollar
value of trade in most product categories was
up sharply compared to before the pandemic.
For example, agricultural products were up 32%
while fuels and mining products rose 41% and
manufactures increased by 20%.

Bilateral trade developments

There were some notable developments in
bilateral trade flows of major economies in 2023,
reflecting shifting patterns of demand and possible
fragmentation of supply chains.

China remained the largest external supplier of
goods to the European Union in 2023, although
the dollar value of bilateral trade between the two
was down 15%. Depreciation of the yuan may
have contributed to the decline, but it does not
fully explain it. EU imports from China were down
sharply in most product categories except for
vehicles, which were up 9%. The largest declines
included other machinery (-18%), articles of iron
and steel (-24%), organic chemicals (-39%),
plastics (-21%), and furniture (-26%), to name a

few. EU imports of electrical machinery from China
recorded a 6% decline but imports from other
economies rose, leaving overall extra-EU imports
down 2-3%.

While merchandise imports of the United States
were down 6% in 2023, imports from China fell
220, partly as a result of the general appreciation
of the US dollar. US imports from most of its trading
partners also declined, with notable exceptions
including the European Union (4%), Mexico (5%),
and Singapore (27%). Mexico was the largest
supplier of goods to the US in 2023, or the second
largest when the European Union is counted as a
single trader.

US imports from China were down in many product
categories, including telecom equipment (-14%)
and data processing machines (-29%). Electric
batteries were an exception, with US imports
from China up 45%. US imports of passenger
vehicles increased from most suppliers, including
Mexico (16%), Canada (29%), the EU (21%),
Japan (12%), and the Republic of Korea (29%).
Most imported vehicles had internal combustion or
hybrid engines, with all-electric vehicles making up
just 9%. The main suppliers of electric vehicles to
the United States were the European Union (42%),
the Republic of Korea (23%), Mexico (20%), Japan
(11%), and China (2%).

China’s total merchandise imports fell 6% in dollar
terms in 2023. Imports from the Middle East
declined by 16%, reflecting falling energy prices.
China’s imports from Asian trading partners were
also down 8%, including a 15% drop in imports
from Chinese Taipei. Despite the decline, Chinese
Taipei remained the largest supplier of imports to
China (with EU countries counted separately). On
the export side, China’s shipments to the United
States were down 13% in 2023. The US remained
China’s top export destination when EU countries
are counted separately, or the second largest
when EU countries are treated as a single market.

Trade of least developed countries

The impact of the 2023 trade slump on least
developed countries (LDCs) is a matter of concern
since these countries have limited resources to
deal with global economic shocks. The drop in
merchandise exports of LDCs last year was in



line with the decline at the world level, but the
contraction on the import side was larger, limiting
consumption possibilities for LDCs.

Merchandise exports of LDCs fell from US$ 269
billion in 2022 to US$ 256 billion in 2023,
corresponding to an annual percentage change
of -4.6%. This was roughly equal to the decline at
the world level, leaving the share of LDCs in world
exports stable at 1.1%. Meanwhile, merchandise
imports of LDCs fell from US$ 355 billion in 2022
to US$ 316 billion in 2023. The -11.0% decline
was roughly twice as large as the decline in world
imports. As a result, the share of LDCs in world
imports fell from 1.4% in 2022 to 1.3% in 2023
(see Chart 14).

Since merchandise imports of LDCs declined
more than their exports, the collective goods trade
deficit of LDCs fell from US$ 87 billion in 2022 to

US$ 60 billion in 2023. LDC oil exporters recorded
large merchandise trade surpluses in both 2022
(US$ 24 billion) and 2023 (US$ 14 billion). Other
groups of LDCs experienced trade deficits last
year, ranging from US$ 36 billion for countries that
mostly export agricultural products to US$ 4 billion
for ones that primarily export non-fuel minerals
(see Chart 15).

According to preliminary WTO estimates for 2023,
the US$ value of LDC exports of fuels and mining
products fell 16.5% in 2023. Their exports of
agricultural products were also down 8.7% while
shipments of manufactured goods dropped 12.6%.
Exports of other products (including non-monetary
gold) increased by 4.0%. These developments
in value terms were influenced by corresponding
price changes (for example, an 8% rise in gold
prices) as well as trade volume developments (see
Chart 16).

Chart 14: Merchandise trade of LDCs, 2019-2023
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Chart 15: Merchandise trade balances of the LDCs, 2019-2023
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b. Commercial services trade

In 2023, commercial services trade totalled
US$ 7.54 trillion, rising by 9% year-on-year (see
Chart 17). Strong growth was recorded despite
the decline in transport, which dropped 8% to
US$ 1.50 trillion. Transport formed almost a
quarter of global services trade in 2022. In Asia,
transport exports were down 25%, with China
recording the sharpest fall (-40%). Europe also
saw a contraction of 8%. Negative growth in
transport in 2023 reflects the decline in shipping
rates to pre-pandemic levels.

The attacks on Red Sea shipping that began in
November of last year have reversed the downward
trend in freight rates. As ships were rerouted, the
Asia—Mediterranean prices for 40-foot container
units peaked at almost US$ 6,800 in mid-January,
176% higher than in January 2019. Rates declined
to US$ 5,300 in the week ending 28 March. The
global spot market rate for containers has followed
the same trajectory, hovering at around US$ 3,400
in January and February but declining to US$ 2,725
at the end of March (source: Freightos).

Freight rates can spike significantly during a
period of supply chain disruptions. The collapse of
the bridge in the port of Baltimore in the United
States has created temporary bottlenecks in other
ports and may put upward pressure on rates on
certain routes. However, the impact on freight
rates of recent disruptions is moderate compared
with the peaks experienced during the COVID-19
pandemic. In February, China's transport exports
were 5% below their level one year earlier,
reflecting weak demand.

By contrast, the adverse economic context and
geopolitical tensions have not affected consumers’
spending on travel. International passenger transport,
a sector ravaged by the pandemic, continued to
recover in 2023, with airlines returning to profitability.
North America saw a 7% rise in passenger transport
exports as air passenger transport increased by 30%
in the United States. The sector represented 44% of
the country’s transport exports before the pandemic.
According to the International Air Transport
Association (IATA), international air connectivity —
the frequency of global flights - reached 949% of its
pre-pandemic level in 2023.

Chart 17:Year-on-year growth in world commercial services trade, 2022-2023

Annual % change

Total commercial

services Transport

80

70

60

50

40

31

30 24 25

20 15

9
10
i ]
10
-8

Travel services

Goods-related
services

Other commercial

38

30
18
4 3 ° -8 / l
___ J

H2022 m2023 m2023vs. 2019

Note: Average of exports and imports.
Source: WTO-UNCTAD estimates.



The Olympic Games and the UEFA European
Football Championship, to be held in Europe in the
summer, as well as the easing of visa requirements
by various economies to encourage foreign travel
are likely to accelerate the recovery of passenger
transport in 2024. Passenger transport by rail is
also expected to pick up, especially in Europe, as
sustainability concerns grow about other forms of
transport.

However, even a record performance in air
passenger transport, anticipated for 2024, will
not be enough to offset negative developments in
shipping. Passenger transport through all transport
modes accounted for only one-quarter of global
transport trade prior to the pandemic. More than
60% relates to freight shipping, largely by sea.
Logistics services in ports and airports such as
cargo handling, storage and warehousing form an
additional 15%. Transport mirrors closely trends in
global merchandise trade. With low global demand
and container overcapacity, increases in shipping
rates are expected to be moderate, hindering
overall growth in transport trade in 2024.

Falling rates of inflation will benefit tourism in
2024. Travellers’ expenditure in foreign economies
on accommodation, restaurants, entertainment
and other services such as education accounted
for almost a quarter of services trade prior to the
pandemic. In 2023, their value reached US$ 1.51
trillion, up 38% year-on-year, and 4% above
2019 levels. Europe and the Middle East already
exceeded pre-pandemic levels in both exports and
imports, while Africa saw a complete recovery of
travel exports (up 5% on 2019).

Despite remarkable catch-up growth in 2023,
Asia’s travel exports and imports remained
depressed, at -17% and -13% below pre-
pandemic levels respectively. Outbound tourism
from China, the largest travel spender in the
world before the pandemic, was impeded by a
prolonged lockdown, limited flight connections
and administrative delays. Recovery started in the
second half of 2023, peaking with the 2024 Spring
Festival holidays, with outbound trips roughly
matching 2019 levels. To boost foreign arrivals and
aid recovery, China has recently introduced a visa-
free scheme for selected economies, which has
already translated into higher tourist inflows in the
first two months of 2024.

Other commercial services returned to growth
in 2023, up 9%. Subdued performance in the
previous year was largely due to exchange rate
volatility on the currency markets of leading
traders, particularly the euro and the British
pound. Financial services were greatly affected in
2022 but recorded an 8% increase in 2023, with
stronger growth in the European Union at +10%.

Other business services, the largest category,
comprising a wide range of diverse professional
and business services, research and development,
as well as technical and scientific services, saw
10% growth (see Chart 18). Europe recorded
a very dynamic performance (+13%), although
growth slowed in North America to 3% year-on-
year, after two years of double-digit increases.

Insurance services saw the most rapid growth
in 2023, expanding by 17%, with the European
Union's exports rising by 26%, the United Kingdom
by 29% and Switzerland by 21%. High growth
reflects the present risky environment, especially
for businesses, arising from geopolitical tensions,
health hazards, supply chain disruptions and an
increasing number of natural disasters related
to climate change. These factors translate into a
growth in premiums.

All the main subsectors of other commercial
services recorded growth in 2023. However,
construction has not recovered yet from the
impact of the pandemic. Labour shortages and
the high cost of materials which could not easily
be substituted, such as steel, resulted in projects
being cancelled or delayed in recent years. Global
construction exports increased by only 3% in 2023
and remained 5% below 2019 levels, reflecting
negative growth in both Asia and Europe.

Information and communication technology (ICT)
services continued to rise in importance in overall
services trade, reflecting pent-up demand for
software, cloud services, machine learning and
cybersecurity as well as increased global Internet
traffic. Computer services expanded by 11%
in 2023, with growth accelerating across all
regions. Several economies, both advanced and
emerging, recorded growth exceeding 20% to
30% year-on-year.



Chart 18: Growth of other commercial services exports by main subsector, 2022-2023
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Use of artificial intelligence (Al), including models

capable of creating content, such as text, images,
music or even videos, increased rapidly in 2023.
These technologies are set to revolutionize various

aspects of the economy, leading to increased

efficiency, innovation, cost savings, personalization
opportunities, creation of new jobs, and economic
growth, further boosting trade in digitally delivered
services.

23



Digitally delivered services

According to WTO estimates, global exports of
digitally delivered services reached US$ 4.25
trillion in 2023, up 9.0% year-on-year, and
accounting for 13.8% of world exports of goods
and services (see Chart 19).

In 2023, the value of these services - traded
cross-border through computer networks and
encompassing everything from professional and
management services to streaming of music and
videos, online gaming and remote education -
surpassed pre-pandemic levels by over 50%.

Unlike trade in goods, which fell in 2023 globally
and in all regions, exports of digitally delivered
services continued to thrive. In Europe and Asia,
which hold a global share of 52.4% and 23.8%
respectively, exports rose by 11% and 9% (see
Chart 20). Growth accelerated in Africa and in
South and Central America and the Caribbean,
exceeding the global average. The two regions,

which formed only 0.9% and 1.6% of global
exports in 2023, are increasingly taking advantage
of digitally delivered services trade.

In 2023, business, professional, and technical
services accounted for 41.2% of world exports of
digitally delivered services (see Chart 21), followed
by computer services (20.5%), financial services
(16.0%), intellectual property related services
(10.9%), insurance and pension services (5.2%),
telecommunications services (2.6%), audio-visual
and other personal, cultural, and recreational
services (2.1%), and information services (1.5%).
However, the structure of digitally delivered
services varies significantly across regions and
individual economies (see Chart 22).

Appendix Table 5 contains the ranking of
leading exporters of digitally delivered services.
Comprehensive data on digitally delivered services
trade by sector, economy and region can be
accessed via the WTO's Global Services Trade
Data Hub (www.wto.org/services_hub).

Chart 19: Global exports of digitally delivered services, 2005-2023
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Chart 20: Growth of digitally delivered services exports and goods exports by region, 2023
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Source: WTO estimates.

Chart 21: Structure of world exports of digitally delivered services, 2023
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Chart 22: Growth of digitally delivered services exports by region and selected group,

2015-2023
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Box 2: Services including mode 3 account for 42% of
global trade

Services play a critical role in global trade. According to WTO estimates, services trade, including the
presence of a commercial company in a foreign economy (GATS mode 3), reached US$ 17.4 trillion
in 2022 (see Chart 23). This represents 42% of global trade, a share 20 percentage points higher
than traditionally estimated.?

Services supply to local consumers through branches and subsidiaries abroad (mode 3) is the
predominant mode for trading services internationally (see Chart 24). However, its relative importance
has declined steadily over the years, from 60.6% on average in 2005 to 57.0% in 2022. Financial
and insurance services as well as distribution services account for the largest share of trade through
mode 3. Together, in 2022, they formed some 46% of all services supplied through mode 3, down
from more than 56% in 2005.

Chart 23: World trade in commercial services by mode of supply, 2005-2022
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An economy’s balance of payments gives information on services transactions through cross-border supply (mode 1),
consumption abroad (mode 2) and presence of natural persons (mode 4). Foreign Affiliates Statistics (FATS) are the source of
data on local services supply through a commercial presence (mode 3). By combining both datasets it is possible to provide a
comprehensive measure of services trade.
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Chart 24: Structure of world services trade by mode of supply, 2022
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Increased services digitalization, cross-border mobility restrictions during the COVID-19 pandemic,
and cost-cutting efforts by businesses due to high inflation have modified the way services are
traded internationally.

The share of cross-border transactions (mode 1) rose to 34.2% in 2022, up from 26.6% in 2005.
Cross-border trade is widespread across different sectors, such as transport, professional and
business services, distribution services or computer services. Digital delivery through the Internet,
apps, emails, voice and video calls, and digital intermediation platforms is the most dynamic
segment of cross-border services trade. When all four modes of services supply are considered,
the share of digitally delivered services has increased to 20.7% from 14.0% in 2005.

Services consumed in other economies (mode 2) accounted on average for US$ 1.4 trillion and
7.8% of total trade in services in 2022, with tourism forming more than half of the value. Only
US$ 0.2 trillion or 1.0% of services were traded through the presence of persons abroad (mode
4) in 2022, down from a peak of 3.1% in 2019 prior to the pandemic.

The complete dataset on trade in services by mode of supply, by sector, country and region
for 2005-2022 can be accessed via the WTO Global Services Trade Data Hub (www.wto.org/
services_hub).


https://www.wto.org/english/res_e/statis_e/services_trade_data_hub_e.htm
https://www.wto.org/english/res_e/statis_e/services_trade_data_hub_e.htm

Global value chains
and evidence of
fragmentation

The global economy has been hit by several
economic shocks in recent years while geopolitical
tensions have been rising. In response to these and
other concerns, some governments have become
more sceptical about the benefits of trade and
have taken steps aimed at re-shoring production
and shifting trade towards friendly nations. These
actions have had some impact on trade patterns,
but evidence of a sustained trend toward de-
globalization remains scant.

Trade in intermediate goods provides a useful
gauge of the status of global value chains
(GVCs). This is illustrated by Chart 25, which
shows non-fuel intermediate goods exports in
US dollar terms (left panel) as well as their share
in world trade (right panel). Fuels are excluded
from both calculations to minimize distortions
due to price volatility. However, fluctuation in
prices of other commodities have also been quite

strong over the last three years and might still be
reflected in the graphs.

Between the second quarter of 2022 and the
fourth quarter of 2023, the value of world trade in
intermediate goods fell nearly 11%. For the whole
of 2023, intermediate goods trade was down
6% while trade in non-intermediates was flat.
Over the same period, the share of intermediate
goods in world merchandise trade dropped from
58% in the second quarter of 2022 to 54% in
the fourth quarter of 2023. Changes in product
classifications prevent the calculation of shares
prior to 2022, since a number of new products
have been designated as intermediate goods. This
change has raised the share of intermediate goods
in world merchandise trade above 50%, whereas
earlier estimates indicated that it had fallen below
50% in 2022. It is difficult to come to any firm
conclusion about the meaning of the declining
share of intermediate goods given the short time
period available and the volatility of prices in the
last two years. Historically, the intermediate goods
share remained steady for many years at just over
50%, so the current level would appear to be a
reversion to the previous norm.

Chart 25: World exports of non-fuel intermediate goods, 2022Q1-2023Q4
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Trade in parts and accessories — a subset of
intermediate goods representing components
of electronics, transport equipment, and other
machinery — illustrates how geopolitical tensions
may be influencing supply chains in globalized
manufacturing industries. This is illustrated by
Chart 26, which shows shares of partner regions
in total bilateral trade (exports + imports) in parts
and accessories for selected economies. While
trade patterns have shifted slightly since before the
pandemic, the changes are not dramatic.

The share of North American trading partners in
total parts and accessories trade of the United

States has changed little since the pre-pandemic
period, dipping to 35.7% in 2023 from 36.3% in
2019. China’s share also dropped slightly, falling
from 11.5% in 2019 to 10.0% in 2023. Over the
same period, the collective share of other Asian
trading partners increased from 27.7% to 30.0%,
leaving parts and accessories trade with all of
Asia stable at around 40%. The rise in the share
of “Other Asia” was driven mainly by increased
trade with Viet Nam, Thailand, Chinese Taipei, and
India. In 2023, the dollar value of bilateral trade
with these economies was up 136%, 103%,
82%, and 76%, respectively, compared to pre-
pandemic levels.

Chart 26: Total bilateral trade in BEC Parts and Accessories, 2019-2023
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In 20283, the share of Asian trading partners in
China’s total parts and accessories trade was down
slightly compared to 2019, dropping to 60.2% from
62.8%. The share of North America also declined
from 11.2% to 10.2% over this period, while the
share of Europe rose from 13.4% to 15.5%. The
biggest increase was seen in China's trade with
the Rest of the World, including South America,
the Middle East, Africa and CIS, whose collective
share in China's parts and accessories trade rose
from 5.2% to 8.5%. This rise is probably mostly due
to increased prices for the primary commodities
that these regions export disproportionately.

For the EU, the share of European countries in
its total bilateral parts and accessories trade was
nearly unchanged between 2019 and 2023 at
around 65%. North America’s share was also little
changed at roughly 9%. The share of China rose
from 7.9% to 9.6% while the collective share of
other Asian economies remained nearly unchanged

at around 12%. China's share rose to 10.9% in
2022 following the pandemic, so the slight decline
in 2023 may indicate a return to previous levels.

Finally, shares of partner regions in Japan's
total bilateral parts and accessories trade were
remarkably steady between 2019 and 2023
despite the presence of severe global economic
shocks including the COVID-19 pandemic and
the war in Ukraine. Overall, Chart 26 shows little
evidence of any large-scale reordering of trade
across regions.

Other data show clearer evidence of trade
reorienting in response to geopolitical tensions.
Specifically, the United States and China show
some signs of decoupling, as illustrated by
Chart 27. Despite a record high in 2022, total
bilateral trade between the world’s two largest
economies grew 30 per cent more slowly since
2018 than their trade with the rest of the world.

Chart 27: Trade between the United States and China and with other partners, 2016-2023
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There were two clear drops in bilateral trade flows
between US and China, one beginning with the
spike in US-China trade tensions in July 2018, and
another following the outbreak of war in Ukraine
in February 2022. The strong recovery in February
2020 is explained by the role China played as
manufacturer of last resort during the COVID-19
pandemic. Despite the continued high level of
trade between these two countries, the chart
shows significant shifts in response to political
developments.

Discussions of trade fragmentation are usually
mostly concerned with goods trade, but
fragmentation can also occur in services trade.
Specifically, data from the United States appear
to show evidence of recent “friendshoring” in
information and communication technology (ICT)
services. Chart 28 shows shares in US imports
of ICT services by region from 2018 to 2023.

During this period, US imports from North American
trading partners (mostly Canada) increased from
15.7% of total ICT imports to 23.0%. At the same
time, US imports from Asian trading partners
(mostly India) fell from 45.19% to 32.6%. Timely
data on bilateral trade in services could generate
more insights on shifting trade patterns in services.

Another less explored dimension of trade
fragmentation is the possible impact of data flow
disruptions. Earlier work of WTO economists
showed that a decoupling of the global economy
into geopolitical blocs could reduce world GDP
by 5% in the long run. A new forthcoming joint
OECD-WTO study focuses on data policies and
shows that the economic costs of fragmentation
of data flow policies along geopolitical lines would
also be sizeable. In such a scenario, global real
exports would fall by 1.8% and global real GDP
by about 1%.

Chart 28: Share of United States imports of ICT services by region, 2018-2023
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Analysis: The Suez
Canal crisis

For the first time, Global Trade Outlook
and Statistics includes a special analytical
section on a recent development in
international trade. The conflict in the Middle
East has threatened sea shipments through
the Red Sea and Suez Canal, disrupting
trade links between Europe and Asia. This
section takes a deeper look at the crisis and
examines possible consequences for trade
in 2024.

The Red Sea serves as an important maritime
route for international trade. Around 15% of global
trade passes through the Sea. Meanwhile, the
Suez Canal at its northern end handles around
12% of world trade, connecting Asian ports to
Mediterranean ports in Europe and North Africa.
Attacks on commercial ships in the Red Sea and
the Gulf of Aden, which began on 19 November
2023, have had a significant impact on trade.

There are concerns that a prolonged crisis could
deal a severe blow to the global economy and
reignite global inflationary pressures.

Initially, some news reports expressed concern
about the potential economic impact of the crisis,
drawing parallels to the 2021 Suez Canal blockage
caused by the Ever Given cargo ship. That incident
is estimated to have cost world trade between
US$ 6 billion and US$ 10 billion.

The current crisis differs significantly from the 2021
event, at least in its duration, but there are enough
similarities to allow conclusions to be drawn that its
impact may be more limited than initially feared. In
part, this is due to (1) the continued use of the Suez
Canal despite reductions in traffic, (2) relatively
small delays from rerouting ships around the Cape
of Good Hope, (3) containment of maritime freight
rates since the start of the crisis, (4) moderate
consumer demand and adequate inventories, (5)
the relative stability of global energy markets, and
(6) the greater availability of shipping capacity
today compared to the COVID-19 pandemic.

Chart 29: Weekly Red Sea passages and transit volume, 1 January 2019-19 March 2024
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the week of 19 November 2023, when the first attacks on commercial ships occurred in the Red Sea.

Source: WTO Secretariat elaboration based on IMF-Oxford Portwatch.
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Red Sea shipping is reduced but has not
halted

Attacks on commercial ships in the Red Sea and
the Gulf of Aden have led several carriers to avoid
transiting via the Red Sea altogether, causing the
average number of weekly passages to plunge
more than 45% (264 in February 2024, compared
to 489 a year earlier). Similarly, the monthly volume
of shipments through the Suez Canal in metric
tons has fallen 54%. These developments are
illustrated by Chart 29, which shows the average
weekly number of ships and transit volume using
the Suez Canal and Bab-el-Mandeb strait from
1 January 2019 to 4 March 2024.

Relatively small delays from rerouting via
Cape of Good Hope

The Red Sea attacks have caused many carriers
to reroute vessels around Africa. As a result, the
number of passages via the Cape of Good Hope
has more than doubled to 2,387 in February 2024
from 1,159 a year earlier.

For most trade routes, rerouting via the Cape of
Good Hope has a negligible impact on shipping
delays, the notable exception being the Asia-
Europe route. Rerouting increases the average
distance of voyages between Asia and Europe by
more than 55%. This results in an extended travel
time of six to 25 days, or 17 days on average,
compared to the more direct Suez Canal route
(see Chart 30). Risk of port congestion and
cancelled shipments also increases with rerouting.
For example, several car companies temporarily
suspended production at European factories due
to shipping delays.

Maritime freight costs are contained

The Suez Canal grounding in March 2021 lasted
a week and occurred during the pandemic when
freight costs were already extremely high. In
contrast, the Red Sea crisis has been longer in
duration but more limited in its impact on freight
costs, with maritime shipping rates remaining well
below those seen during the Ever Given grounding
in March 2021 (see Chart 31).

Chart 30: Projected average shipping delays when avoiding the Red Sea
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Caribbean. The estimated delays, in days, are calculated based on an assumed average ship speed of 15 knots. This speed is
slower than the typical travel speed of container ships, but faster than the general speed of tankers (McKenna et al., 2012).

Source: WTO Secretariat elaboration based on Pratson (2023).



Chart 31: Maritime freight costs during the 2021 Suez Canal grounding and the 2023-2024

Red Sea crisis
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Source: Author's elaboration based on Freightos data.

Roughly half of the freight volume passing through
the Suez Canal consists of containerized goods.
These shipments experienced a 72% reduction
from November 2023 to February 2024. During
this time, freight cost more than tripled after months
of decline, reflecting additional fuel cost and
increased insurance premiums. Current maritime

freight rates are still less than one-third those
seen after the Ever Given grounding or during the
post COVID-19 recession and recovery in 2021-
22. Asia-to-Europe freight rates have seen the
biggest increase (270% compared to February
2023), followed by Asia-to-North America rates
(240%).



Approximately 10% of the freight volume crossing
the Suez Canal consists of dry bulk ships carrying
cereals (5%) and ores and metals (5%). The
number of dry bulker passages through the canal
decreased by 43% between November 2023
and February 2024. According to the WTO
wheat dashboard, at least 45 vessels carrying
grain/oilseeds (totalling 2.7 million tonnes) were
diverted to avoid the Suez Canal in January 2024.
In parallel, dry bulk freight costs experienced an
initial increase of nearly 40% in December 2023
following the first attacks in the Red Sea but then
decreased significantly in January and February
2024 before rising again in March. On average, dry
bulk freight costs remain 40% lower than the costs
observed after the Suez Canal grounding.

Tankers represent more than 23% of the freight
volume passing through the Suez Canal. The
number of tanker passages through the canal
experienced a 49% reduction between November
2023 and February 2024. Freight costs for tankers
have been on the rise since September 2023
and remain more than twice as high as the levels
observed during the Suez Canal grounding. This

reflects in part disruptions caused by low waypoint
transits in the Panama Canal due to drought, and
European operators exiting Russian trade due
to the war in Ukraine. Freight costs for tankers
transporting crude oil have fluctuated since the
initial attacks in the Red Sea but are slightly lower
than the costs prior to the attacks. On the other
hand, tanker freight costs for refined petroleum
products, such as gasoline, diesel fuel or jet fuel,
have continued to increase following the attacks.

The
freight costs can be attributed, in part, to some
companies temporarily switching from maritime

relatively limited increase in maritime

shipping to rail or air transport. Although air cargo
chargeable weight remained relatively stable
following the first attacks in November 2023, it
was 13% higher in January 2024 than in January
20283, driven in part by a relatively higher demand
for air cargo from Asia and Europe. Air cargo
freight costs experienced a brief but significant
increase in December 2023, followed by a
substantial reduction in January 2024, reaching
a slightly lower level than the costs observed in
October 2023 before the attacks.

Chart 32: Demand and supply chain pressure indexes during the 2021 Suez Canal grounding

and the 2023-2024 Red Sea crisis
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Weak consumer demand and existing
“safety” stocks

In contrast to the March 2021 Suez Canal
grounding, the moderate demand for goods
is expected to partially mitigate supply chain
inflationary pressures resulting from transport
delays caused by the Red Sea disruptions (see
Chart 32). Similarly, supply chain pressures
and volatility have remained limited following the
attacks. This suggests that existing stocks can
help mitigate inflationary pressure from shipping
delays by providing a buffer against immediate
freight cost increases and reducing the need to
pass on increased freight costs to consumers.

Relatively stable energy markets

Energy prices can be an important channel
of contagion to the global economy as they
impact production costs, inflation, and consumer
spending, thereby affecting economic growth. The
number of tankers crossing the Red Sea, including
those transporting petroleum products, decreased

by almost half in February 2024 compared to
February 2023. This reduction in tanker traffic has
raised concerns about a potential temporary oil
shortage in certain regions potentially contributing
to additional inflationary pressures.

Despite the rerouting of some petroleum tankers,
and unlike during the Suez Canal incident in March
2021, crude oil prices have remained relatively
stable in the weeks following the attacks in the
Red Sea, even though the Brent (Europe) crude
oil prices have reacted slightly more than the
American West Texas Intermediate crude oil prices
(see Chart 33). Similarly, the global price of natural
gas has not shown any significant impact, as prices
have actually decreased following the first attacks
in the Red Sea.

Greater availability of containerships

Rerouting ships via the Cape of Good Hope
entails longer shipping times due to the extended
distance travelled, leading to delays in the arrival
of goods. Additionally, the rerouting may result in

Chart 33: Monthly crude oil and natural gas prices during the 2021 Suez Canal grounding

and the 2023-2024 Red Sea crisis
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fewer available ships for return journeys, reducing
the capacity for new shipments and potentially
creating bottlenecks in supply chain management
as vessels take longer to complete round trips,
further exacerbating shipping challenges.

In 2023 global ship production expanded by
8%, with 350 new container ships. Capacity is
expected to further grow by 10% in 2024 with 478
new container ships (see Chart 34). This surplus
should help mitigate potential bottlenecks in the
availability of container ships, which experienced a
72% reduction in Red Sea crossings, and thus limit
the freight cost hikes caused by the Red Sea crisis.

Unclear long-term consequences

Although the frequency of attacks on commercial
ships sailing in the Red Sea and the Gulf of
Aden has fallen significantly in the last months,
an increasing number of shipping operators
have suspended transit in the region. While the
economic impact of the Red Sea crisis has so
far been relatively limited, some sectors, such as
the automotive industry, fertilisers and retail, have

already been affected by delays and freight costs
hikes. Besides the economic impact, the Red Sea
crisis has also had an impact on the transport of
humanitarian aid.

Ultimately, the extent of the economic impact of
the Red Sea crisis will depend on the duration and
severity of the attacks, as well as the decisions
made by shipping companies regarding the risks
and costs associated with traveling via the Red
Sea or diverting their vessels. Carriers do not
expect the situation to improve significantly until at
least the second quarter of 2024.

Should the Red Sea crisis persist, it may prompt the
shipping and freight transport industry to reconsider
their strategies and priorities. Shipping operators
may choose to optimize their routing schedules
by minimizing the time spent at sea between
frequently used ports. This could involve reducing
the number of voyage combinations or adopting
new route models. Additionally, efforts may be
made to enhance the capacity of alternative modes
of transportation, addressing current limitations
and offering more competitive freight costs.

Chart 34: Container ship fleet development, 2019-2024
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Appendix Table 1:Leading exporters and importers in world merchandise trade, 2023
Billion US$ and %

LULTTE] LULTTE]
Exporters Value Share percentage Rank Importers Value Share percentage
change change
1 China 3,380 14.2 -5 1 United States of 3,173 13.1 -6
America
2 United States of 2,020 8.5 -2 2 China 2,557 10.6 -6
America
3 Germany 1,688 7.1 1 3 Germany 1,463 6.0 -8
4 Netherlands 935 3.9 -3 4 Netherlands 842 3.5 -6
5 Japan 717 3.0 -4 5 United Kingdom 791 3.3 -4
6 Italy 677 2.8 6 France 786 3.2 -5
7 France 648 2.7 7 Japan 786 3.2 -12
8 Korea, Republic of 632 2.7 -8 8 India 673 2.8 -7
9 Mexico 593 2.5 3 9 Hong Kong, China 654 2.7 -2
Retained imports ' 184 0.8 12
10 Hong Kong, China 574 2.4 -6 10 Korea, Republic of 643 2.7 -12
Domestic exports 21 0.1 30
Re-exports 553 2.3 -7
11 Canada 569 24 -5 11 ltaly 640 2.6 -8
12 Belgium 562 2.4 -12 12 Mexico 621 2.6 -1
13 United Kingdom 521 2.2 -2 13 Canada 570 2.4 -2
14 United Arab Emirates ' 488 2.1 -5 14 Belgium 547 2.3 -12
15 Singapore 476 2.0 -8 15  Spain 470 1.9 -5
Domestic exports 213 0.9 -1
Re-exports 263 1.1 -5
16 Chinese Taipei 432 1.8 -10 16 United Arab Emirates ' 449 1.9 7
17 India 432 1.8 -5 17 Singapore 423 1.7 -1
Retained imports ' 160 0.7 -20
18 Russian Federation 424 1.8 -28 18 Poland 370 1.5 -3
19 Spain 423 1.8 2 19 Switzerland 364 1.5 2
20 Switzerland 420 1.8 5 20 Turkiye 362 1.5 -1
21 Poland 382 1.6 6 21 Chinese Taipei 359 1.5 -18
22 Australia 371 1.6 -10 22 Viet Nam 326 1.3 -9
23 Viet Nam 354 1.5 -5 23 Russian Federation 2 304 1.3 10
24 Brazil 340 1.4 2 24 Thailand 290 1.2 -4
25 Saudi Arabia, 322 1.4 -22 25 Australia 288 1.2 -7
Kingdom of
26 Malaysia 313 1.3 -1 26 Malaysia 266 1.1 -10
27 Thailand 285 1.2 -1 27 Brazil 253 1.0 -14
28 Indonesia 259 1.1 -1 28 Czech Republic 231 1.0 -3
29 Turkiye 256 1.1 1 29 Austria 225 0.9 -4
30 Czech Republic 255 1.1 6 30 Indonesia 222 0.9 -7
Total of above * 19,748 83.0 - Total of above ? 19,944 82.3 -
World 3 23,784 100.0 -5 World 3 24,235 100.0 -6

(1) Secretariat estimates.
(2) Imports are valued f.0.b.
(3) Includes significant re-exports or imports for re-export.

Source: WTO-UNCTAD.
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Appendix Table 2: Leading exporters and importers in world merchandise trade excluding

intra-EU trade, 2023
Billion US$ and %

Annual
Exporters Value Share percentage Rank
change
1 China 3,380 17.5 -5 1
Extra-EU exports 2,761 14.3 2
3 United States of 2,020 10.4 -2
America
4 Japan 717 3.7 -4 4
5 Korea, Republic of 632 3.3 -8 5
6 Mexico 593 3.1 3 6
7 Hong Kong, China 574 3.0 -6 7
Domestic exports 21 0.1 30
Re-exports 553 2.9 -7
8 Canada 569 2.9 -5 8
9 United Kingdom 521 2.7 -2 9
10 United Arab Emirates ' 488 2,5 -5 10
11 Singapore 476 2.5 -8 11
Domestic exports 213 1.1 -1
Re-exports 263 1.4 -5
12 Chinese Taipei 432 22 -10 12
13 India 432 2.2 -5 13
14 Russian Federation 424 2.2 -28 14
15 Switzerland 420 2.2 5 15
16 Australia 371 1.9 -10 16
17 Viet Nam 354 1.8 -5 17
18 Brazil 340 1.8 2 18
19 Saudi Arabia, 322 1.7 -22 19
Kingdom of
20 Malaysia 313 1.6 -1 20
21 Thailand 285 1.5 -1 21
22 Indonesia 259 1.3 -1 22
23 Turkiye 256 1.3 1 23
24 Norway 174 0.9 -30 24
25 Iraq ' 116 0.6 -16 25
26 South Africa 111 0.6 -10 26
27 Qatar ' 97 0.5 -26 27
28 Chile 95 0.5 -4 28
29 Iran ! 91 0.5 -7 29
30 Kuwait, the State of ' 85 0.4 -15 30
Total of above * 17,707 91.5 -

World excluding 19,350

EU intra-trade ®

(1) Secretariat estimates.
(2) Imports are valued f.0.b.
(3) Includes significant re-exports or imports for re-export.

Source: WTO-UNCTAD.

Importers

United States of
America

Extra-EU imports
China

United Kingdom
Japan

India

Hong Kong, China

Retained imports '

Korea, Republic of
Mexico
Canada

United Arab Emirates '

Singapore

Retained imports '
Switzerland
Turkiye

Chinese Taipei
Viet Nam
Russian Federation 2
Thailand

Australia

Malaysia
Brazil
Indonesia

Saudi Arabia,
Kingdom of

Philippines
South Africa '
Iraq’

Norway

Israel

Chile

Egypt '

Total of above

World excluding
EU intra-trade ®

Value

3,173

2,717
2,557

791
786
673
654
184

643
621
570
449

423
160
364
362
359
326
304
290
288

266
253
222
211

133
131
96

95

91

86

79
18,010

19,912

Annual

Share percentage

15.9

13.6
12.8

4.0
3.9
3.4
3.3
0.9

3.2
3.1
2.9
2.3

2.1
0.8
1.8
1.8
1.8
1.6
15
15
1.4

1.3
1.3
1.1
1.1

0.7
0.7
0.5
0.5
0.5
0.4
0.4
90.4

change




Appendix Table 3: Leading exporters and importers of commercial services, 2023
Billion US$ and %

Annual Annual
Exporters Value Share percentage Rank Importers Value Share percentage
change change
1 United States of 966 12.3 7 1 United States of 694 9.6 3
America America
2 United Kingdom 581 7.4 16 2 China 549 7.6 19
3 Germany 435 5.5 2 3 Germany 506 7.0 9
4 Ireland 397 5.1 11 4 United Kingdom 389 5.4 23
5 China 380 4.8 -10 5 lIreland 389 5.4 9
6 France 355 4.5 4 6 France 323 4.5 12
7 India 344 4.4 11 7 Netherlands 297 4.1 10
8 Singapore 328 4.2 -3 8 Singapore 295 4.1 0
9 Netherlands 314 4.0 10 9 India 247 3.4 0
10 Japan 201 2.6 21 10 Japan 225 3.1 8
11 Spain 197 2.5 20 11 Switzerland 191 2.6 19
12 Switzerland 168 2.1 12 12 ltaly 157 2.2 13
13 United Arab Emirates ' 165 2.1 8 13 Belgium 156 2.1 12
14 Luxembourg 148 1.9 3 14 Canada 154 2.1 7
15 Canada 147 1.9 12 15 Korea, Republic of 149 2.1 8
16 Belgium 146 1.9 8 16 Luxembourg 120 1.7 5
17 Italy 145 1.8 15 17 Sweden 113 1.6 8
18 Korea, Republic of 124 1.6 -6 18 United Arab Emirates ' 108 1.5 13
19 Denmark 113 1.4 -14 19 Denmark 107 1.5 7
20 Poland 106 1.4 12 20 Spain 97 1.3 13
21 Sweden 104 1.3 10 21 Saudi Arabia, 87 1.2 24
Kingdom of
22 Tiirkiye 101 1.3 12 22 Brazil 81 1.1
23 Hong Kong, China 99 1.3 19 23 Austria 80 1.1
24 Austria 89 1.1 9 24 Hong Kong, China 79 1.1 25
25 Israel 84 1.1 -3 25 Russian Federation 75 1.0 7
26 Australia 75 1.0 45 26 Australia 73 1.0 13
27 Thailand 62 0.8 62 27 Mexico 69 0.9 10
28 Portugal 56 0.7 20 28 Poland 65 0.9 15
29 Chinese Taipei 54 0.7 -5 29 Thailand 65 0.9 4
30 Greece 53 0.7 7 30 Chinese Taipei 64 0.9 45
Total of above 6,535 83.4 - Total of above 6,003 82.9 -
World 7,840 100.0 9 World 7,244  100.0 9

(1) Secretariat estimates. Quarterly data not available.
indicates unavailable or non-comparable figures.

Note: Preliminary estimates based on quarterly statistics. Figures for a number of countries and territories have been estimated
by the Secretariat. More data available at http://stats.wto.org/.

Source: WTO-UNCTAD.
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Appendix Table 4: Leading exporters and importers of commercial services excluding

intra-EU trade, 2023
Billion US$ and %

Annual
Exporters Value Share percentage Rank
change

1 Extra-EU exports 1,438 22.4 4 1
2 United States of 966 15.1 7 2

America
3 United Kingdom 581 9.1 16 3
4 China 380 5.9 -10 4
5 India 344 5.4 11 5
6 Singapore 328 5.1 -3 6
7 Japan 201 3.1 21 7
8 Switzerland 168 2.6 12 8
9 United Arab Emirates ' 165 2.6 8 9
10 Canada 147 2.3 12 10
11 Korea, Republic of 124 1.9 -6 11
12 Tiirkiye 101 1.6 12 12
13 Hong Kong, China 99 1.5 19 13
14 Israel 84 1.3 -3 14
15 Australia 75 1.2 45 15
16 Thailand 62 1.0 62 16
17 Chinese Taipei 54 0.8 -5 17
18 Mexico 52 0.8 9 18
19 Norway 52 0.8 0 19
20 Saudi Arabia, 50 0.8 49 20

Kingdom of
21 Philippines 48 0.7 17 21
22 Brazil 44 0.7 12 22
23 Malaysia 42 0.7 34 23
24 Russian Federation 40 0.6 -16 24
25 Macao, China 38 0.6 187 25
26 Egypt 35 0.5 24 26
27 Indonesia 33 0.5 45 27
28 Qatar 29 0.5 -1 28
29 Morocco 26 0.4 21 29
30 Viet Nam 19 0.3 45 30

Total of above 5,825 90.8 =

World

(excl. intra-EU)

(1) Secretariat estimates. Quarterly data not available.
indicates unavailable or non-comparable figures.

Importers

Extra-EU imports

United States of
America

China

United Kingdom
Singapore

India

Japan

Switzerland

Canada

Korea, Republic of
United Arab Emirates '

Saudi Arabia,
Kingdom of

Brazil

Hong Kong, China
Russian Federation
Australia

Mexico

Thailand

Chinese Taipei

Norway

Malaysia

Indonesia

Turkiye

Israel

Qatar

Philippines

Viet Nam

Kuwait, the State of
Ukraine

Argentina

Total of above

World
(excl. intra-EU)

Value

1,246
694

549
389
295
247
225
191
154
149
108

87

81
79
75
73
69
65
64
61

52
51
48
47
36
29
29
28
23
23

5,268

Annual

Share percentage

1.4
1.3
1.3
1.2
1.2
1.1
1.1
1.0

0.9
0.9
0.8
0.8
0.6
0.5
0.5
0.5
0.4
0.4
89.1

change

19
23

25

13
10

45

Note: Preliminary estimates based on quarterly statistics. Figures for a number of countries and territories have been estimated

by the Secretariat. More data available at http://stats.wto.org/.

Source: WTO-UNCTAD.



Appendix Table 5: Leading exporters of digitally delivered services, 2023
Billion US$ and %

Share in world Annual percentage

exports change
Exporters 2019 2023 2021 2022 2023
1 United States of 471 534 602 631 649 16.7 15.3 13 5 3

America

2 United Kingdom 274 318 380 377 438 9.7 10.3 20 -1 16
3 Ireland 169 242 295 295 328 6.0 7.7 22 0 11
4 India 124 144 173 219 257 4.4 6.0 20 27 17
5 Germany 183 203 246 238 248 6.5 5.8 21 -3 4
6 China 114 147 185 198 207 4.0 4.9 26 7 4
7 Netherlands 164 147 160 171 194 5.8 4.6 10 7 13
8 Singapore 107 130 156 171 182 3.8 4.3 21 10 6
9 France 128 131 151 151 170 4.6 4.0 15 0 13
10 Luxembourg 100 104 128 117 122 3.5 2.9 23 -9 4
11 Japan 104 110 117 110 116 3.7 2.7 6 -6 6
12 Switzerland 86 86 99 101 111 3.0 2.6 16 1 10
13 Belgium 63 73 84 82 89 2.2 2.1 14 -2 9
14 Canada 56 69 78 77 80 2.0 1.9 13 -1 5
15 Sweden 45 51 65 65 69 1.6 1.6 27 0 7
16 Spain 45 46 52 57 67 1.6 1.6 14 9 19
17 Israel 34 43 55 59 63 1.2 1.5 27 9 6
18 Korea, Republic of 36 42 54 55 62 1.8 1.5 28 2 13
19 Italy 42 46 55 55 61 1.5 1.4 19 0 12
20 United Arab Emirates 29 33 37 46 48 1.0 11 14 22 5
21 Poland 22 29 35 39 46 0.8 1.1 21 10 20
22 Hong Kong, China 38 39 43 46 46 1.4 1.1 9 8 0

23 Austria 25 29 33 34 36 0.9 0.8 16 1
24 Denmark 18 22 24 26 34 0.7 0.8 8 9 29

25 Philippines 19 23 25 27 29 0.7 0.7 9 9
26 Chinese Taipei 18 22 24 26 27 0.6 0.6 13 9 4
27 Finland 20 22 25 24 23 0.7 0.5 14 -6 -1
28 Brazil 13 14 17 21 23 0.5 0.5 19 23 10
29 Romania 11 13 16 18 20 0.4 0.5 19 13 14
30 Australia 15 16 19 19 19 0.5 0.5 17 1 2
Total of above 2,574 2,926 3,434 3,552 3,866 91.3 90.9 - - -

Source: WTO estimates.
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