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Highlights

Trade in commercial services is set for a fragile recovery in 2021, after a considerable
fall in 2020: Global exports and imports values are forecast to increase by just 2.7%
and 1.2%, respectively, in 2021, compared to 9.6% and 0.9%, respectively, in Asia
and the Pacific. The stronger export growth of Asia and the Pacific will boost the
region’s prominence in global services exports from 23.8% in 2020 to 25.4% in 2021,
while its import share will decline slightly from 30.2% to 30.1%.

Unlike merchandise trade, global and regional services trade remain well below pre-
pandemic levels; global services trade in 2021 is estimated to be 18.0% (US$ 180
billion), lower than before the pandemic (2019), while the region has seen a 19.6%
(US$55 billion) loss.

As the outbreak of new COVID-19 sub-variants continued, travel services were hit
the hardest. In the first quarter of 2021, global travel trade was 60% down compared
with 2019, despite recovering from its lowest point in 2020 (Q2). This is especially
relevant for countries in South-East and East Asia, whose economic recovery was
interrupted by new lockdown restrictions.

In contrast, non-travel services have tended to be on a recovery track. Transport and
other business services have followed the recovery in global and regional goods
trade, having experienced sustained growth after the initial slump in Q2 2020. A
positive outlook for merchandise trade growth promises to keep boosting transport
services trade. Accelerated by the pandemic, digitalization has boosted demand for
ICT and financial services. Both sectors have enjoyed positive performances, globally
and regionally.

Going into 2022, global and regional services trade are expected to continue
recovering slowly and heterogeneously across sectors. While transport, other
business services and ICT are anticipated to flourish, travel services will experience a
weak recovery as border crossing remains more difficult than in pre-pandemic times.
The possibility of new lockdowns and border restrictions, slower than expected
vaccination rollouts in 2022 and maritime shipping disruptions remain important
downside risks in the shorter-term.

Beyond 2022, the acceleration of digitalization is expected to be one of the
pandemic’s most enduring legacies. Indeed, as digitalization of the regional and
global economies intensify, it can be expected to redefine the nature of services
trade in the medium to longer-term.



1. Trade performance in 2021

Trade in commercial services is set for a fragile recovery in 2021 after a considerable
decline in 2020. Indeed, Indeed, global export and import values are forecast to
increase by just 2.7% and 1.2%, respectively, in 2021, after declining 19.5% and
19.7% in 2020.(figure 1A) In Asia and the Pacific, exports will pick up quite strongly,
rebounding by 9.6% from the very low base in the previous year. Import-wise, the
regional recovery remains weak with import growth of a mere 0.9%, despite the
previous year's 24.3% and 22.6% contraction in exports and imports, respectively
(figure 1B). Overall, the positive export performance of Asia and the Pacific is
expected to boost the region’s prominence in global services exports from 23.8%
in 2020 to 25.4% in 2021, while its import share will decline slightly from 30.2% to
30.1%.

Owing to COVID-19 sub-variant outbreaks that have weakened trade performance
during the second half of 2021, the region may see its actual trade growth to be
lower than the above prediction. According to the latest WTO (2021a) services trade
barometer, services trade growth will continue to recuperate throughout the second
half of the year, but at a slower pace than initially anticipated. This is especially
relevant for countries in East and South-East Asia, whose economic recovery was
interrupted by new lockdown restrictions affecting important export sectors such as
travel and tourism.

As aresult, unlike merchandise trade, global and regional services trade are expected
to remain well below pre-pandemic levels; global services trade in 2021 is estimated
to be 18.0% (US$ 180 billion) lower than in 2019, while the region has seen a 19.6%
(US$55 billion) loss.

The resurgence of COVID-19 outbreaks, uneven inoculation, and the limited fiscal
capacity of developing economies to continue providing economic stimulus have
impacted services trade performance unevenly across sectors and economies.
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Figure 1. Global and Asia-Pacific commercial services

trade performance, 2018-2021

(A.) World (B.) Asia and the Pacific

(US$ trillion/% growth rate) (US$ trillion/% growth rate)

Source: ESCAP calculation, based on WTO and OECD data (accessed October 2021).

Note: 'H1-2021 (E)’ exports and imports growth rates are estimated based on existing quarterly and
monthly data from the WTO database, when available, and otherwise from OECD. Q1 and Q2 data
cover 53.3% and 44.3% of total Asia-Pacific services trade, respectively. Globally, coverage for Q1 and
Q2 is set at 46.1% and 44.7% of total services trade. 'H2-2021 (E)’ year-on-year growth rate is assumed
to be the same as ‘H1-2021 (E)’ and trade values are calculated accordingly. In the label (S) stands for
‘Semester’ and (YoY) for 'Year-on-Year'.

Travel services up, but depressed

Marked by travel restrictions and border closures, travel services have been hit the
hardest during COVID-19." Globally, travel exports and imports were down 63.0%
and 60.7% year-on-year, respectively, during the first quarter of 2021. In Asia and
the Pacific, travel services exports and imports declined by 63.8% and 59.5%,
respectively, during the same period, despite rising by more than 30% from its lowest
point in 2020 (Q2). This decline has hit some countries particularly hard; Azerbaijan,
Fiji, Indonesia, the Lao People’s Democratic Republic, Malaysia, the Philippines,
Sri Lanka and Thailand lost more than 90% of their travel exports year-on-year, while
Armenia, Georgia, Japan, Mongolia, Nepal and Timor-Leste lost more than 80%
(figure 2). According to UNCTAD (2021a), during the first five of months of 2021,
the region registered the largest declines in international arrivals globally, while the
sector has been losing steam since its temporary high in Q3 of 2020.

'The World Tourism Organization estimates international tourism'’s overall negative impact on global
GDP to be more than US$4 trillion during 2020 and 2021 (UNWTO, 2021a).
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For the second half of 2021, the region is expected to continue registering the largest
dropininternational arrivals globally. This is due to the fact that most of its destinations
remain effectively closed to non-essential travel — a situation further complicated by
the Delta-variant outbreaks that have forced countries to impose new restrictions —,
while demand for international travel remains weak. Despite recent efforts to launch
tourism ahead of the holiday season, the reopening of international travel are still
sluggish and selective.? Hence, overall trends in the travel sector remain depressed

despite some year-end upbeat results.

Figure 2. Travel services exports Q1-2020 v Q1-2021 - selected economies

Source: Authors, based on WTO data (accessed October, 2021).
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