SPRINGERNATURE Link

— Menu Q Search

Home > IMF Economic Review > Article

How Does Trade Evolve in the Aftermath of
Financial Crises?

| Published: 12 August 2014

| Volume 62, pages 213-247, (2014) Cite this article

IMF Economic Review

Aims and scope—>

| DL E L S K N

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 93 partners, also
use optional cookies and similar technologies for advertising, personalisation of content,
usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and
access personal data on your device, such as browsing behaviour and unique identifiers.
Some third parties are outside of the European Economic Area, with varying standards of
data protection. See our privacy policy for more information on the use of your personal
data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'.
You can also change your preferences or withdraw consent at any time via "Your privacy
choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:
> Store and/or access information on a device
> Personalised advertising and content, advertising and content measurement,

audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences



https://link.springer.com/article/10.1057/imfer.2014.15/metrics
https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Farticle%2F10.1057%2Fimfer.2014.15
https://link.springer.com/
https://idp.springer.com/auth/personal/springernature?redirect_uri=https://link.springer.com/article/10.1057/imfer.2014.15
https://order.springer.com/public/cart
https://link.springer.com/
https://link.springer.com/journal/41308
https://link.springer.com/journal/41308/aims-and-scope
https://www.editorialmanager.com/imfe/Default.aspx
https://link.springer.com/journal/41308
https://link.springer.com/privacystatement

Access this article

Log in via an institution —

Subscribe and save

@ Springer+ Basic €32.70 /Month

Get 10 units per month
Download Article/Chapter or eBook
1 Unit = 1 Article or 1 Chapter

Cancel anytime

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 93 partners, also
use optional cookies and similar technologies for advertising, personalisation of content,
usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and
access personal data on your device, such as browsing behaviour and unique identifiers.
Some third parties are outside of the European Economic Area, with varying standards of
data protection. See our privacy policy for more information on the use of your personal
data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'.
You can also change your preferences or withdraw consent at any time via "Your privacy
choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:

Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,
audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences



https://www.springernature.com/gp/librarians/licensing/agc/journals
https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Farticle%2F10.1057%2Fimfer.2014.15
https://link.springer.com/product/springer-plus
https://link.springer.com/10.1007/s11079-018-9512-1?fromPaywallRec=true
https://link.springer.com/10.1007/s00181-018-1606-5?fromPaywallRec=true
https://link.springer.com/10.1007/s10290-019-00369-8?fromPaywallRec=true
https://link.springer.com/privacystatement

VU INUVOIHTIVTT £V 10 MIUviIc Vil UJOULOHIVTI £V 10 MiIuUvic L9 INUVOIHTIVTL £V 1Y

Explore related subjects

Discover the latest articles and news from researchers in related subjects, suggested using machine learning.

Economics Economic History Financial Crises International Economic Law, Trade Law
International Economics International Trade
Notes

1. See, among others, Baldwin (2009) and references therein, Alessandria,
Kaboski, and Midrigan (2010), Bems, Johnson, and Yi (2010), Levchenko,
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5. The results discussed below are robust to using the nominal dollar values of
trade and GDP instead.

0. Trade dynamics following currency crises (as defined by Laeven and Valencia,

2008) are qualitatively similar to trade dynamics following banking crises, but
with a much deeper initial fall in imports followed by a faster recovery to
gravity-predicted levels. In the analysis below, we also investigate the role of

the exchange rate—both changes in its level and its volatility.

/. In the baseline specification, we include only the current value of the dummy

for FTA. However, as Baier and Bergstrand (2007) have shown, FTAs can have

strong cumulative effects on trade (we thank an anonymous referee for

pointing this out). In order to address this issue, we estimate an alternative
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financial crisis. However, trade with “neutrals” (that is, trading partners who
are not directly involved in the conflict ), which might be a more suitable
comparator, declines by about 12 percent on average at the onset of war, and
these effects remain statistically significant up to seven years after the start
of the conflict. Thus, the magnitude of the effect of a war on neutrals is

similar to a financial crisis.

11. When interpreting the findings of this robustness check, it is important to
keep in mind that HMR methodology is more suitable for estimating the
cross-sectional, rather than time-varying, determinants of trade, because
their exclusion variables are time invariant. Note also that we implement the
HMR methodology in the specification with separate exporter and importer
fixed effects (and not interaction), because the exclusion variable varies only

across country pairs but not over time.
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the median. We found that import losses occur regardless of whether a
financial crisis is severe or moderate, but the initial import loss is larger for

severe crises.
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Appendix

Data Sources

The primary data sources for the chapter are the IMF’s Direction of Trade
Statistics (DOTS), World Economic Outlook (WEQO), and International Financial
Statistics (IFS) databases, the NBER-UN World Trade Flows database (2005), and
Laeven and Valencia (2008 and 2010). Additional data sources are listed in Table

Al.
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export price deflators, respectively, from the IFS database, to get each economy’s
real imports and exports. The series on real GDP in U.S. dollars is from the WEO
database. Import- and export-weighted partner GDP and GDP per capita are
constructed using real GDP in U.S. dollars and import and export weights from the
DOTS database. These weights vary each year based on the actual import and

export flows between economies.6

Table A2 Summary Statistics of Main Variables

Data on imports and exports by product category are constructed from the NBER-
UN World Trade Flows database (see Feenstra and others, 2005). The database is
first extended using the UN Comtrade database. The Standard International Trade
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