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Rebound in global trade could be short-lived as protectionism 
intensifies warns Euler Hermes 

 

 

 Trade protectionism, financial balkanization and geopolitics are progressively regionalizing capital 

flows and hence increasing trade finance costs 

 The end of central banks interventions will soon reveal this growing financial protectionism  

 

PARIS – 23 NOVEMBER 2017 – Global trade growth will likely be half of pre-crisis rates in 2017 
and 2018: growing financial and trade protectionism coupled with rising interest rates and worrying 
geopolitics will lead to increasing trade costs. This is one of the main findings of Euler economic 
research department in its third Global Trade Outlook, titled “Game of Trade: Unbowed, Unbent, 
Unbroken?, with a focus on 8 key countries – the US, Mexico, China, Japan, Germany, France, the 
UK and Italy. 
 
Between 2003 and 2007, global trade volume growth averaged +8% and value growth soared by 
+16% on average. Euler Hermes expects that it will increase in volume by +4.3% in 2017 and 
+3.9% in 2018. In value terms, it is forecast to expand by +7.5% in 2017 and +6.3% in 2018.  
 
 
First, the number of protectionist measures is high and keeps on rising: more than 400 new 
measures are expected this year (somewhat less than in 2016). Some countries such as the US 
started to rapidly increase the number of barriers: up to November 2017, 87 new measures were 
recorded, more than the whole year 2016 (84) and 2015 (86). Measures were heavily aimed at two 
economies: China (20%) and Canada (18%), up from 10% and 12% respectively in 2016. Such a 
trend is particularly important when considering the importance of the US as a final goods consumer: 
it accounts for 30% of global private consumption. 
 
The second drag on global trade growth relates to a still difficult access to financing stemming 
from a continued balkanization of financial flows. Global cross-border bank lending contracted by 
-0.2% y/y in Q2 2017 due to asymmetric regulation. Risk intolerance and ring-fencing by large banks 
in the US, combined with asymmetric financial regulation (capital requirement) and capital controls (in 
emerging markets) explain the disappointing trade volume growth forecast. Euler Hermes found a 
trade financing gap of approximately USD1.5tn this year, in line with the Asian Development Bank 
(ADB) recent estimate, Pro-relocation policies in advanced economies (so-called tax wars) may also 
divert capital from emerging markets. 
 
Third, geopolitical concerns remain a key determinant of the reshuffling of trade. In Europe, 
prevailing tensions with Russia and the difficult-to-reach Brexit transition deal pose a serious risk to 
the trade outlook. In the Middle East, the growing tensions come on top of an already difficult regional 
situation. Last, the heightened risk in the Korean peninsula features trade champions as key 
protagonists (China, South Korea, Japan and the U.S.). 
 
“Financial protectionism is the greatest danger for global trade,” said Ludovic Subran, Chief 
Economist at Euler Hermes. He warns: “Disciplined support from governments for longer-term 
investments and the digital revolution, as well as plenty of cash available in companies balance 
sheets, might not be enough to counterbalance this worrying trend”. 
 
In this context, the expected monetary policy normalization by central banks could impact the 
availability of hard currency and hence raise the costs of trade finance globally. 
 
«Global Trade has lost close to USD3tn between 2014 and 2016. We expect the trend to reverse in 
2017. By 2018, we should recover the lost 3tn, but only if protectionism is tackled strongly enough» 
explains Mahamoud Islam, Senior Economist at Euler Hermes and lead author of the report. 
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Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the areas of bonding, guarantees and collections. With 

more than 100 years of experience, the company offers business-to-business (B2B) clients financial services to support cash and trade 

receivables management. Its proprietary intelligence network tracks and analyzes daily changes in corporate solvency among small, medium and 

multinational companies active in markets representing 92% of global GDP. Headquartered in Paris, the company is present in over 50 countries 

with 5,800+ employees. Euler Hermes is a subsidiary of Allianz, listed on Euronext Paris (ELE.PA) and rated AA- by Standard & Poor’s and 

Dagong Europe. The company posted a consolidated turnover of €2.6 billion in 2016 and insured global business transactions for €883 billion in 

exposure at the end of 2016. Further information: www.eulerhermes.com, LinkedIn or Twitter @eulerhermes.. 

Cautionary note regarding forward-looking statements: The statements contained herein may include statements of future expectations and other forward-looking 
statements that are based on management’s current views and assumptions and involve known and unknown risks and uncertainties that could cause actual results, 
performance or events to differ materially from those expressed or implied in such statements. In addition to statements which are forward-looking by reason of context, 
the words "may", "will", "should", "expects", "plans", "intends", "anticipates", "believes", "estimates", "predicts", "potential", or "continue" and similar expressions identify 
forward-looking statements. Actual results, performance or events may differ materially from those in such statements due to, without limitation, (i) general economic 
conditions, including in particular economic conditions in the Euler Hermes Group’s core business and core markets, (ii) performance of financial markets, including 
emerging markets, and including market volatility, liquidity and credit events (iii) the frequency and severity of insured loss events, including from natural catastrophes 
and including the development of loss expenses, (iv) persistency levels, (v) the extent of credit defaults, (vi) interest rate levels, (vii) currency exchange rates including 
the Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) changes in laws and regulations, including monetary convergence and the European 
Monetary Union, (x) changes in the policies of central banks and/or foreign governments, (xi) the impact of acquisitions, including related integration issues, (xii) 
reorganization measures, and (xiii) general competitive factors, in each case on a local, regional, national and/or global basis. Many of these factors may be more likely 
to occur, or more pronounced, as a result of terrorist activities and their consequences. The company assumes no obligation to update any forward-looking statement 
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