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Global trade patterns take a geopolitical turn

Average change in bilateral trade with each group since Q1 2022
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Source: UNCTAD calculations based on national statistics.
Note: Bilateral trade is categorized into 3 groups according to the geopolitical closeness index utilizing UN voting records as a metric. The figure then plots the change in the trade
share of each of these groups taking Q1 2022 as basis. Data is weighed averaged and excludes intra European Union. Data excludes services.
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Chart 1: UK regulated gas prices could rise again in October

500 / October tariff set
450

400
350
300
250 October 2021 tariff
200 announced AN

150
100 . April 2022 tariffs set
50 to rise by 54%

0 I I I I I [
Jan2019  Jul2019  Jan2020 Jul2020 Jan2021 Jul2021 Jan2022 Jul2022 Jan2023 Jul2023 Jan 2024

Wholesale gas price, GBP/Therm

—— Wholesale natural gas prices —— Market futures

Source: Refinitiv Eikon, KPMG analysis, 7 March 2022,

N
o
N
1SN
%
&
IEJ

pava
7
%
]
i
s
i
#

Chart 2: Prices of some food staples are on the rise
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Chart 3: The impact of a 10% rise in oil prices and a 50% rise in gas prices on
selected European countries (percentage points change in GDP growth)
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FIGURE 1. IMPORT PENETRATION RATIO FOR US IMPORTS FROM CHINA (left scale),
AND SHARE OF US WORKING-AGE PoPULATION EMPLOYED IN MANUFACTURING (right scale)

SKJ&: Autor, David, David Dorn, and Gordon Hanson (2013). "The China Syndrome: Local Labor Market
Effects of Import Competition in the United States." American Economic Review 103.6: 2121-68.
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Fig. 2. Predicted Probabilities for Protectionism Over Presidential Support.

kJ5: Di Tella, Rafael, and Dani Rodrik (2020). "Labour Market Shocks and the Demand for Trade
Protection: Evidence from Online Surveys." Economic Journal 130.628: 1008-1030.
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Figure 2: The First Wave of Trumpian Tariffs and US Imports from China before Trade
Wars
(Note: the US Imports from China is from UN-Comtrade 2016.)

SkJF: Jiandong Ju, Hong Ma, Zi Wang, and Xiaodong Zhu, Trade Wars and Industrial Policy along the
Global Value Chains
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Variety Event Study: Imports

kiF: Pablo Fajgelbaum, Pinelopi K. Goldberg, Patrick J. Kennedy, Amit
Khandelwal, The Return to Protectionism, The Quarterly Journal of
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Table 2
Exporting behavior to the US.
N
S (1) (2) (3)
* Inexport Inquantity Inprice
iz Treatment; x Post; —0.1647""" —0.1599"" —0.0047
'14 (0.0338) (0.0354) (0.0247)
7T—< Chinese retaliatory tariffs Y Y Y
73k HS-8-digit-product FE Y Y Y
o Time FE Y Y Y
1% HS-6-digit-productxmonth FE Y Y Y
P HS-6-digit-productxSF FE Y Y Y
T2 HS-6-digit-product time trend Y Y Y
Observations 105,335 105,335 105,335
adj. R? 0.8893 0.9203 0.9255

Notes: (1) In columns (1) to (3), dependent variables are the logarithm of export volume (lnexport), the logarithm of export quantity
(Inquantity), and the logarithm of the average export price (Inprice), respectively. The independent variable, Treatment; x Post;, which
represents the effect of trade protectionism is an interaction between the treatment group (subject to the additional tariffs imposed
by the US) dummy and a post-war indicator. (2) Regressions include Chinese retaliatory tariffs, a vector of product-specific seasonalities
(HS-6-digit-product month fixed effect), Chinese Spring Festival (HS-6-digit-product SF fixed effect), time trend of the HS-6-digit-prod-
uct factors (HS-6-digit-product time trend), HS-8-digit-product fixed effect, and time fixed effect. (3) Standard errors, clustered at
product level, are reported in parentheses. (4) ™, **, and * represent significance at the 1%, 5% and 10% level, respectively.

SKJ&: Lingduo Jiang, Yi Lu, Hong Song, Guofeng Zhang, Responses of Exporters to Trade Protectionism:
Inferences from the US-China Trade War, Journal of International Economics, 2023
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Table 3
Exporting behavior to the whole world.

(1) (2) (3)

Inexport Inquantity Inprice
Treatment; * Post;; —0.0195 —0.0084 —0.0111

(0.0189) (0.0205) (0.0141)
Chinese retaliatory tariffs Y Y Y
HS-8-digit-product FE Y Y Y
Time FE Y Y Y
HS-6-digit-productxmonth FE Y Y Y
HS-6-digit-productxSF FE Y Y Y
HS-6-digit-product time trend Y Y Y
Observations 161,255 161,255 161,255
adj. R? 0.9312 0.9610 0.9695

Notes: (1) In columns (1) to (3), dependent variables are the logarithm of export volume (Inexport), the logarithm of export quantity
(Inquantity), and the logarithm of the average export price (Inprice), respectively. The independent variable, Treatment; x Post;, which
represents the effect of trade protectionism, is an interaction of the treatment group (subject to the additional tariffs imposed by the
US) dummy and a post-war indicator. (2) Regressions include Chinese retaliatory tariffs, a vector of product-specific seasonalities (HS 6-
digit-product month fixed effect), Chinese Spring Festival (HS-6-digit-product SF fixed effect), time trend of the HS-6-digit-product fac-
tors (HS-6-digit-product time trend), HS-8-digit-product fixed effect, and time fixed effect. (3) Standard errors, clustered at product

Hkk ok

level, are reported in parentheses. (4) ™", ™, and * represent significance at the 1%, 5%, and 10% level, respectively.

SKJ&: Lingduo Jiang, Yi Lu, Hong Song, Guofeng Zhang, Responses of Exporters to Trade Protectionism:
Inferences from the US-China Trade War, Journal of International Economics, 2023
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This figure is the empirical analog of Figure 2. The vertical axis (pe.) is a proxy of the propensity for

Chinese patents to cite a U.S. patent relative to citing a Chinese one. The horizontal axis (p, ) is a proxy

of the propensity for U.S. patents to cite a Chinese patent relative to citing a U.S. one. To highlight critical

turning points of the transition, we zoom in on three crucial years: 2000 (the year before China joined the

World Trade Organization), 2009 (the end of the Great Recession), and 2019 (the end of our sample period).
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Figure 8: US. Relative Income and Welfare Exposure to Chinese Productivity Growth

&
[°) ° 1
Q 8
= g 2 g
=2 ] =
H &o o g )
A ' e
SI7 o s
il 33 3
~L 8’ 3=
= o 58
N 23 2"
£ g’ 5
i <8 <8
a o 0ne
1'2 2 ]
s g
T2 2 ol
1970 1280 1990 2000 2010 1970 1980 1990 2000 2010
Year Year

we  |nput-Output == == == == Multi-Sector ~ ======su= Single-Sector

Note: Left panel shows U.S. income exposure to Chinese productivity growth expressed relative to the income-weighted average for OECD
countries to ensure that results are not sensitive to our choice of numeraire; Right panel shows U.S. welfare exposure to Chinese productivity
growth; Welfare exposure is invariant to our choice of numeraire; NBER World Trade Database and authors’ calculations using the single-sector
model from Section 3, the multi-sector model from Section 5.4, and the input-output model from Section 5.5.

KJ&: Benny Kleinman, Ernest Liu, Stephen J. Redding, International Friends and Enemies
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Figure 10: Country Welfare Exposure to Chinese Productivity Growth over Time
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Table 3: Selection into Future Preferential Trade Agreements (PTAs) and Past Welfare Exposure to Bilateral Trade
Cost Reductions (U!9)

(1 (2) (3) (4) (5)
PTANY PTANER PTANG PTANE PTANE
S UI” 1970 4874" 30217 81507 27547 2.716™"
N (0.995) (0.879) (1.709) (0.837) (0.833)
£
L PTA 1970 0.555"**  0.534"**  0.554*** 01037 -0.136™*
e (0.0112)  (0.0108)  (0.0112)  (0.0115)  (0.0126)
- Log value 1970 0.0203** 0.0187***  0.0179***
;ﬁ (0.00127) (0.00126)  (0.00125)
% SSSM 1979 -3.055*
% (1.452)
PTAISY 0.682***
(0.0120)
PTAIGH 0.717"*
(0.0125)
Exporter fixed effects Yes Yes Yes Yes Yes
Importer fixed effects Yes Yes Yes Yes Yes
Observations 17,292 17,292 17,292 17,292 17,292
R-squared 0.319 0.333 0.319 0.363 0.371

5. Benny Kleinman, Ernest Liu,

1981

1991 1971

Note: Observations are a cross-section of exporter-importer pairs; each column corresponds to a separate regression, with the left-hand side variable
reported at the top of the column and the right-hand side variables listed in the rows; PTA751] is a dummy variable that is equal to one if an

exporter-importer pair is a member of a preferential trade agreement (PTA) from 1971-2012; PTA2012 PTA2U12 PT A1980 and PT A are

1971

defined analogously; UIO 1970 is welfare exposure to bilateral trade cost reductions in 1970 in the input-output model from equation (50); PTA
1970 is a dummy variable that is equal to one if an exporter-importer pair is a member of a PTA in 1970 or earlier; log value 1970 is the log of one
plus the value of bilateral trade flows in 1970; 555M 1970 is the share of each exporter in aggregate importer expenditure in 1970 (the expenditure
share matrix in the single-sector model); standard errors in parentheses are heteroskedasticity robust; ™ denotes significance at the 1 percent level;
" denotes significance at the 5 percent level; * denotes significance at the 10 percent level.

Stephen J. Redding, International Friends and Enemies
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Table 4: Changes in Political and Economic Friends (Five-Year Long Differences)

(1) (2) ©) (4) (5)
AA;Ett AA?z—zt AA:Lnt AAfut AAfnt
) Umt 36.82"**  151.1***  202.5™** 215.0"** 408.2***
§ (11.56)  (34.27)  (38.90) (42.24) (124.9)
% A log value,, i -0.00276***
%IC (0.000520)
27
7T—< ASSSM -16.92**
& (6.954)
% Estimation v v v v v
1% Exporter-year fixed effects Yes Yes Yes Yes Yes
R Importer-year fixed effects Yes Yes Yes Yes Yes
s First-stage F-statistic 51.36 51.36 51.36 48.43 26.61
Observations 114,426 114,426 114,426 114,426 114,426

Note: Observations are pooled five-year long differences from 1970 through 2010 for exporter-importer pairs; the first subscript n denotes the
importer, the second subscript 7 corresponds to the exporter, and the third subscript ¢ indexes the five-year difference; each column corresponds
toa separate regression, with the left-hand side variable reported at the top of the column and the right-hand side variables listed in the rows;
AA ; is the five-year change in the S-score measure of the political similarity in voting patterns in the United Nations General Assembly (UNGA);
AA” is the five-year change for the ™ measure of political similarity; AAY . is the five-year change for the x measure of political similarity;

n'at,
AU :iat is the five-year change in welfare exposure in the input-output model from equation (50); A log valuey,;¢ is the five-year change in the log
of one plus the value of bilateral trade; ASE:iM is the five-year change in the aggregate share of each importer’s expenditure on each exporter
(the expenditure share matrix in the single-sector model); the five-year change in welfare exposure (AU T{Lg ) is instrumented using the five-year

change in the expenditure share matrix in the input-output model predicted by geographic variables (AS9G

i) from a gravity equation (exporter
and importer population and bilateral distance with time-varying coefficients); first-stage F-statistic is a test of the statistical significance of the
instrument in the first-stage regression; the second-stage R-squared is not reported, because it does not have a meaningful interpretation; standard

errors in parentheses are clustered by exporter-importer pair; *** denotes significance at the 1 percent level; “* denotes significance at the 5 percent

level; * denotes significance at the 10 percent level.
B A%

JINAN UNIVERSITY

KJ&: Benny Kleinman, Ernest Liu, Stephen J. Redding, International Friends and Enemies
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