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https://www.imf.org/external/datamapper/NGDP_RPCH@WEO/OEMDC/ADVEC/WEOWORLD/AUS



THE COVID19 GLOBAL SHOCK 

Australia: -6.7

World: -3



WORLD TRADE

 During GFC trade 
fell by 13% (was 
called, the Great 
Trade Collapse)

 World trade is 
expected to fall 
between 13% and 
32% in 2020

Source: WTO Secretariat                                                                                          Index 100 = 2015



Two additional reductions 
under the COVID19 shock:

1. collapse of global 
supply chains 

2. decline of services 
trade



HOWEVER, TRADE CAN RECOVER FAST…

 COVID19 did not destroy real capital (as WWII did) nor financial capital (as 
GFC did) and thus lifting the lockdown should quickly lift economic activity 
(other things equal). 
 The short-term government support had exactly that purpose, namely to help 

businesses keep workers and be ready to produce once the lockdown was lifted.

 However, other things may not be equal. 
 Globalization was under attack before COVID19 and the pandemic may make things 

worse for trade. 



LESSONS LEARNED IN ECONOMICS

 While “Made in Australia” may get a different meaning in the future for 
some products, there is one lesson that we should not forget: 

“the smaller economies have the largest gains from trade”  

 Australia’s prosperity during the last 30 years has been built on open 
global markets. 

Thanks for listening!



GLOBAL VALUE CHAINS (GVC)

Arguments have been made to “re-nationalise” them: “onshoring” instead of 
“offshoring”:
 GVCs do spread global shocks - of the recent GDP reduction, 1/3 of it is due to 

GVCs (Bonadio et al, 2020 CEPR WP).
 However, bringing them home will not protect economies from pandemics (e.g. 

Bonadio et al. 2020 estimate an even larger negative effect on the domestic 
economy).

Having said that, it is of course important to manage the risk from GVCs, 
i.e. geographic dispersion of supply chains is important.  
The case of Medical Products will be an excellent example for teaching optimal 
Supply Chain logistics in universities.  See:
https://www.tradetalkspodcast.com/podcast/126-covid-19-and-trade-stories-from-
the-data/

https://www.tradetalkspodcast.com/podcast/126-covid-19-and-trade-stories-from-the-data/


RETREAT OF GLOBALIZATION?

I quote Jean Tirole’s (2014 Nobel Laureate) optimistic message: 

“Wars leave their mark on society, whether fought against fellow citizens, 
foreigners or diseases.  Social science research shows that war reduces 
individualistic tendencies and increases empathy. Individuals behave in a more 
cooperative and altruistic manner; they are more inclined to join social groups. …. 

A health war against Covid-19 has the advantage that this group extends to 
all of humanity and there is no "out-group" other than the virus…. If this crisis 
exhibits the same gap-bridging pattern between compatriots and across 
countries, this could be good news, given the recent trend towards populism, 
nationalism, ethnic and religious intolerance.”

https://www.linkedin.com/pulse/facing-coronavirus-we-finally-going-learn-our-lesson-jean-tirole/
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