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Questions

• Two main questions:
– Is growing trade (exports and imports) (still) a 
good thing?

– Are growing trade imbalances a good thing?
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Questions

• Related questions:
– Has trade (or trade imbalance) increased…

• …Instability?

• …Vulnerability?

– Would trade restrictions now be beneficial?

– Are problems made better or worse by…
• …Exchange‐rate movements?

• …Exchange‐rate intervention?

4



Growth of 

Trade



Growth of Trade

• Countries have become more dependent on 
– Exports for employment

– Imports for
• Consumption

• Investment

• Inputs
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Source:  IMF World Economic Outlook 2009
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Growth of Trade

• Thus they have become more vulnerable to
– Drop in demand for exports

– Rise in price (or reduced availability) of imports 
(e.g., oil, food)

• Do these changes hurt?  Yes!

• Is it worth restricting trade in order to avoid 
this hurt?  No!
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