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Introduction
The continuing financial and economic crisis, primarily in the 
US and Europe, has had a direct dampening impact on global 
trade flows with a concomitant impact on jobs and incomes as 
national fiscal policies have swung towards austerity measures 
in an attempt to reduce sovereign debt. The result of austerity, 
however, has been at a time of slow growth and is causing 
further reductions in growth and a drop in international trade as 
consumer and industrial demand evaporates.

All countries were impacted by the 2008 to 2009 recession 
through falling exports, rising unemployment and thus falling 
incomes. The global recession created an unprecedented decline 
in trade growth in 2009, affecting the capacity of trade to be 
an effective engine of growth. According to United Nation’s 
Committee on Trade and Development (UNCTAD), world 
trade declined 4.5 percent in 2009 as a direct result of the global 
recession, with most of the decline coming in consumer and 
industrial goods, with container volumes down by 9.7 percent. 

Conversely, with only mild growth in gross domestic product 
worldwide in 2010 to 2011, container trade expanded despite 
the hesitant state of the Western economies. According to the 
World Trade Organization (WTO), the expansion in the volume 
of world exports witnessed the largest annual growth recorded 
since 1950. The recovery was robust from mid-2009 to mid-2010, 
when trade volumes expanded at an annualized rate of nearly 
20 percent. As economic growth faltered in 2011, as a result of 
austerity measures and sovereign debt crisis, this growth could not 
be sustained and trade again faltered.

Background
International trade had been growing up to late 2007, before 
encountering the recessionary storm. From mid-2008, trade 
flows contracted sharply, affecting a large part of the OECD 
countries. The sharp drop in container traffic was unprecedented 
as consumers headed for cover and began to boost their savings 

in fear of becoming unemployed. Added to this was the banking 
crisis, with credit drying up completely. If no other lessons have 
been learned in the 2007 to 2011 period, the link between 
international trade and macroeconomic conditions in the main 
consuming countries of the Western economy is the most 
important to take to heart.

A major change in global trade and its relationship with 
gross domestic product growth has been globalization. Through 
the mid-1990s, expansion in the annual percentage growth of 
gross domestic product was broadly similar to the expansion of 
consumer goods defined as merchandise trade, which in turn 
was similar in seabourne trade. By the late 1990s however, as 
the result of the huge foreign direct investment in China, we 
began to experience the impact of the shift in sourcing of end 
consumer products and their reliance on international container 
trades. This shift became particularly visible during the period up 
to 2007 when world seabourne trade consistently outpaced gross 
domestic product growth. Hence the popular, but somewhat 
misunderstood concept of the back of the envelope calculation 
that for every percent of gross domestic product growth, 
container trade expands 2.5 to 3 times as much.

What was interesting was that most of the shipping related 
industry, including the wholesalers and retailers, claimed not to 
have seen the recession in trade coming, nor, as many carriers 
claimed, did they see the 2010 resurgence in trade coming 
their way in late 2009. It was not until April to May 2010 that 
the shipping industry began to react to a strong rebound in 
international deep-sea trade.

US case study
The linkage between the global economic crisis and the volume 
of international trade, particularly in the container read consumer 
sector can best be illustrated by a case study of US economic 
indicators. 

Consumption makes up 70 percent of the US gross domestic 
product, making it a good economy to compare macroeconomic 
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Figure 1. Gross domestic product and containerised imports (gross domestic product quarterly percent change on right axis).
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impacts on trade. In particular, the financial problems that 
have been ongoing since the collapse of Lehman Brothers in 
September 2008 provide us with an excellent opportunity to 
assess the interplay between the economic crisis and trade.

The relationship between real gross domestic product and the 
volume of container imports is demonstrated above. Trade is in 
actual volumes and gross domestic product as the percentage 
change on the previous quarter. We can note that during periods 
of recovery trade growth is more rapid than gross domestic 
product growth, but in general they tend to correspond in timing. 
This suggests that gross domestic product cannot be used as a 
good forecasting tool, as the data is released in arrears of the 
quarter and is then revised two to three months later.

A short-term leading indicator of the direction of trade is the 
manufacturing output measured by industrial production and 
the Purchasing Manufacturers Index (PMI). The PMI tends to 
lead the changes in import volumes by one to two months. As 
industrial output is reported in a timely fashion on a monthly 
basis, it is one of the better macroeconomic indicators to consider 
when assessing the direction of trade.

US trade growth is primarily driven by consumer confidence 
and a reduction in the savings ratio, as more disposable income 
shifted to consumption suggests that measures more closely 
linked to these should be used. The deterioration in the consumer 
confidence index, as reported by the University of Michigan and 
the Reuters index appears to reflect the economic environment 
fairly closely. It is not a guarantee that trade moves in direct 
proportion to the index, but the index is certainly a strong leading 
indicator, particularly during a time of crisis.

The consumer index in January 2007 reached a height not 
experienced since January 2002 shortly after the 2001 recession. 
By June 2008 it had plummeted by 58 percent to levels not 
experienced in the previous six years. It was obvious that the 
consumer was being impacted by the banking crisis and lack of 
confidence in the economic system and was concerned by rising 
unemployment. Economists were still arguing as to when the US 
recession had started. The index was clearly indicating that it was 

most likely in the first quarter of 2007.
The shipping industry, wholesalers and retailers were oblivious 

of the warning signs. Import volumes continued to grow, bar 
the seasonal downturn of the fourth quarter in 2007 and the 
first quarter in 2008. It was not until August 2008 that imports 
collapsed. This lack of connectivity to a growing economic crisis 
can partly be explained by the levels of inventory being held by 
wholesalers and importers oblivious to the changing environment 
as their stockpiles began to rise to unprecedented levels from June 
2008 through March 2009. The huge overstock situation led to a 
collapse in import volumes in the period from September 2008 
through to February 2009, followed by low volumes for another 
eight months until inventories were reduced. This is clearly 
demonstrated in Figure 2.

As the economic recovery faltered in the second quarter of 2011, 
we again experienced a drop in consumer confidence but not in the 
manufacturing index, suggesting that recovery was still underway 
but very hesitantly. Wholesalers and retailers meanwhile adapted 
their supply chains in order to maintain as low an inventory as 
possible, keeping in line with retail sales, which has tended to flatten 
import volumes, leading to a no-growth situation in 2011.

Conclusion
By observing the macroeconomic indicators we can surmise that 
the impact on trade has a very short response time in countries 
where consumption plays a significant role. This is certainly 
true for the western economies of North America and Europe. 
Exporting countries probably have a slightly longer response time 
to an economic crisis which in itself is counter intuitive. We can 
also conclude that by using the right economic indicators it is 
possible to improve our ability to predict changes in the pattern 
of the flow of trade. Gross domestic product, so often quoted as 
the foundation of forecasting, is shown to be somewhat lacking 
in predicting changes in the short to medium-term. Making use 
of other indices, such as manufacturing, industrial production, 
inventory to sales ratios and consumer confidence helps us to 
hone our skills as reliable forecasters in a tumultuous world.

Figure 2. Inventory vs. import volumes.

So
ur

ce
s: 

In
ve

nt
or

y:
 U

S 
D

ep
t. 

of
 C

om
m

er
ce

; I
m

po
rt

 V
ol

um
es

: 
Vo

lu
m

es
: N

or
th

 A
m

er
ic

a 
G

lo
ba

l P
or

t T
ra

ck
er

, H
ac

ke
tt

 
A

ss
oc

ia
te

s, 
LL

C

Ben Hackett, runs his own consulting business, 

Hackett Associates LLC, working with container 

shipping lines, terminal operators, port authorities, 

trade associations, national governments, and 

international institutions. He advises on strategy 

issues, long-term planning and forecasting. He is a 

frequent speaker at industry conferences. He writes 

a monthly column for PortStrategy (The Economist). 

He is an adjunct lecturer at the University of Denver 

Intermodal Transportation Institute, a business 

executive MBA course, teaching a course on 

maritime economics and the interrelationship with 

supply and demand.

Hackett Associates was established in August 

2007. Hackett Associates produces two monthly 

newsletters monitoring container trade at major 

ports with port specific forecasts.

Hackett Associates, LLC

US Tel: +1 (202) 558 5292

UK Tel: +44 (0)20 7993 2824

UK Mb: +44 (0)7881 816 932

Web:  www.hackettassociates.com 
www.globalporttracker.com

ABOUT THE AUTHOR AND COMPANY ENQUIRIES 




