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Global trade policy is undergoing a sea-change. The share of
global merchandise imports subject to trade restrictions has
risen particularly rapidly since 2018, initially due to a
sharp  increase  in  tariffs  on  bilateral  trade  between  the
United States and China. Since then, trade policy choices have
steadily become more harmful to global trade in goods (Figure
1, Panel A). Trade policy uncertainty has also increased,
alongside policy discussions about the re-location of value
chains  and  ongoing  changes  in  the  design  of  national
industrial policies. The latest OECD Economic Outlook (OECD,
2023) analyses trends in imports of manufactured goods across
major OECD economies to understand what impact this has had on
trade patterns.

So far, the increasing use of trade policies has coincided
with a period of subdued world trade growth, but has not
reduced global merchandise trade intensity (the ratio of trade
in  manufactures  and  commodities  to  GDP  in  volume  terms).
Nonetheless, since the global financial crisis, global trade
intensity has risen only marginally, following a period of
very sharp rises in the 1990s and early 2000s. The COVID
crisis  saw  a  shallower  decline  and  faster  rebound  in
merchandise trade intensity than the global financial crisis
(Figure 1, Panel B). In 2022, global trade in goods was 22% of
global GDP in volume terms, marginally higher than 2018.

The recent resilience of trade in volume terms may be linked
to the huge increase in demand for goods during the COVID
pandemic, as well as strong policy support during the pandemic
and  energy  crises.  Merchandise  trade  as  a  share  of  GDP
generally  rose  in  OECD  countries  between  2018  and  2022,
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including in Europe and Japan, offsetting a decline in Chinese
merchandise  trade  intensity.  However,  merchandise  trade
intensity was relatively unchanged in the United States, where
weak export growth offset a rise in import intensity.

Underneath the general rise in the value and volume of trade,
imported  manufactured  goods  at  a  country-level  reveal
important  and  differing  shifts  in  the  composition  of
manufactured goods imports since 2018 in the major economies
(Figure  2).  A  particular  issue  of  policy  interest  is  the
evolution of trade with geographically distant partners for
key inputs (far-shoring) compared to trade with geographically
closer trade partners (near-shoring).   

Shifting far-shoring: In the US, there have been sharp
declines in China’s share of manufactured imports since
2018 – which have typically coincided with rising import
shares from dynamic Asian economies. This includes goods
where the 2018 tariffs are still applied. Evidence of
near-shoring is limited, with Mexico and Canada’s share
of imports rarely rising in the same categories where
China’s share has fallen.



Expanding  far-shoring:  in  the  EU,  China’s  weight  in
manufactured imports has continued to grow steadily. In
contrast  to  the  US,  this  has  been  alongside  rising
import shares for dynamic Asian economies. As for the
US, there is limited evidence of near-shoring: the share
of  imports  from  other  OECD  countries  in  Europe  has
fallen, largely driven by changes in import shares from
the United Kingdom.
Changes at the margin: In Japan, the shifts in import
shares have been much smaller than in the US or Europe.
Its trade with the wider Asian region has increased
steadily,  although  increases  have  been  larger  for
dynamic Asia than China. As in Europe, this has been
accompanied by a decline in the share of imports from
other advanced economies.

So far, these shifts in trade patterns have occurred whilst
aggregate trade has continued to expand broadly in line with
global activity. However, in a global economy with slowing
long-term growth prospects the economic costs of more harmful
trade policies may become more evident over time.
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