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ESTIMATED IMPACT OF COVID-19 ON 
FDI
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Downward pressure of -30 to -40% 
expected during 2020-2021 

Source: UNCTAD, 2020



Trade and Growth Relationship Has Changed Overtime: But 
for understandable reasons.

Recent relationship between trade and economic growth, 1990-2020
(% change and ratio)

Sources: WTO Secretariat for merchandise trade volume, consensus estimates for real GDP at market exchange rates.
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Global average 
tariff around 8%, 
so trade cost 
increase equali to 
about 40% tariff 
hike in global 
average





WHAT ROLE FOR TRADE POLICY TO 
HELP FIGHT COVID-19?
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POLICY OUTCOME: Improved timely access to sufficient and affordable critical supplies

• Export restrictions hurt people 
in importing countries

• But they also hurt exporting 
countries:
• Increase prices
• Discourage investment
• Invite retaliation

• Past experience: 2007-08 food 
export restrictions increased 
prices and volatility

80 countries have imposed export 
restrictions. Way to go?



• Keep supply chains 
moving

• … and trade lanes
open

• Keep trade finance 
flowing

• Enable FDI
expansion

• Support MSMEs in 
trade
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WHAT ROLE FOR TRADE POLICY TO HELP 
RECOVER?



APPROACHES TO MITIGATE RISKS OF PANDEMCS IN 
THE FUTURE – THERE IS AN IMPORTANT ROLE FOR 
TRADE POLICY

• Firms, Households, and Governments will need to evaluate risk vs. 
efficiency trade offs:

• Risks for firms – inventories (from “just in time” to larger 
inventories for critical parts), supply chains (diversification), 
production (automation and digitization).  It’s a risk vs. efficiency 
calculation for them.

• Governments – how to manage for demand spikes above average 
supply?   Build and manage  emergency stockpiles in ways that 
taxpayers/citizens can afford/accept = role for trade, flexible 
domestic production and/or international “insurance” agreements.  
Tracking and tracing.  Uncertainty as to requirements of next 
pandemic/crisis (climate?)  Again, risk vs. efficiency trade off.

• Households – remote work, privacy, ability to social distance and 
earn income, get critical services (education, health care, etc), and 
access/purchase necessary products while isolated.
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