
Baseline Projections of Global Trade 

Developing a credible baseline scenario is of utmost importance for dynamic analysis that is often overlooked, even though future changes in policies that we wish to analyze are contrasted against this baseline. 

Typically, a baseline or business as usual scenario should reflect all past and future expected changes, except the policy in question. Depending on the complexity of the issue in question, crafting a baseline can be a demanding exercise especially for a global model and in spite of many inputs (i.e., calibrating shocks), can still fail to account for observed global trade changes. 

Fortunately, the GTAP Recursive Dynamic (GTAP-RD) model (Aguiar et al., 2018) includes a number of features that facilitate calibration of economic baselines for long term trade policy simulations. One of these features is the so-called twist mechanism (Dixon and Rimmer, 2002), which allows for exogenous preference changes in commodity demands (domestic versus imported goods, and imported goods across trading partners) in a cost-neutral way. 

In this paper, we show how the GTAP-RD model can be used to implement a baseline scenario that accounts for demand-side drivers of international trade. To achieve this, we use GTAP-RD’s twist mechanism to replicate the actual changes in global trade from 2014 to 2018 using the GTAP time-series data on top of a typical baseline scenario. 

[bookmark: _GoBack]In crafting our baseline, we correct for any deviation between trade changes predicted by the model and those observed in historical data (i.e., 2014-2018), and then use historical twist changes for periods when data is not available. We consider a time horizon to 2030. In terms of aggregation, we consider 10 sectors and 10 regions listed in Table 1.[footnoteRef:1]  [1:  Concordances to GTAP sectors and regions are available in the Tables A1 and A2 in the Appendix, respectively.] 


Table 1. Sector and regions considered
	Sectors
	Regions

	Agriculture
	Western Europe

	Coal
	United Kingdom

	Oil
	United States of America

	As
	China

	Other mining
	Japan

	Food products
	Korea

	Other manufactures
	India

	Oil products
	Latin America

	Electricity
	East and South-East Asia

	Other services
	Rest of the World





We find that incorporating historical trade data in baseline projections helps identify the demand-side drivers of trade and also provides a better starting point for conducting dynamic trade policy simulations. We hope to be able to contrast this against other issues affecting baselines such as trade balance, structural change and labor supply projections.


Appendix
Table A1. Sector mapping
	
	New
	sector
	Comprising

	No.
	Code
	Description
	old sectors

	1
	Agriculture
	Agricultural products
	Paddy rice; Wheat; Cereal grains nec; Vegetables, fruit, nuts; Oil seeds; Sugar cane, sugar beet; Plant-based fibers; Crops nec; Bovine cattle, sheep and goats; Animal products nec; Raw milk; Wool, silk-worm cocoons; Forestry; Fishing.

	2
	coal
	Coal
	Coal.

	3
	oil
	Crude oil
	Oil.

	4
	gas
	Gas
	Gas; Gas manufacture, distribution.

	5
	oxt
	Other Mining
	Minerals nec.

	6
	food
	Food products
	Bovine meat products; Meat products nec; Vegetable oils and fats; Dairy products; Processed rice; Sugar; Food products nec; Beverages and tobacco products.

	7
	manufactures
	Manufactures
	Textiles; Wearing apparel; Leather products; Wood products; Paper products, publishing; Chemical products; Basic pharmaceutical products; Rubber and plastic products; Mineral products nec; Ferrous metals; Metals nec; Metal products; Computer, electronic and optic; Electrical equipment; Machinery and equipment nec; Motor vehicles and parts; Transport equipment nec; Manufactures nec.

	8
	oil_pcts
	Oil products
	Petroleum, coal products.

	9
	electricity
	Electricity
	Electricity.

	10
	services
	Services
	Water; Construction; Trade; Accommodation, Food and servic; Transport nec; Water transport; Air transport; Warehousing and support activi; Communication; Financial services nec; Insurance; Real estate activities; Business services nec; Recreational and other service; Public Administration and defe; Education; Human health and social work a; Dwellings.





Table A2. Region mapping
	
	New
	region
	Comprising

	No.
	Code
	Description
	old regions

	1
	WestEurope
	Western Europe
	Austria; Belgium; Bulgaria; Croatia; Cyprus; Czech Republic; Denmark; Estonia; Finland; France; Germany; Greece; Hungary; Ireland; Italy; Latvia; Lithuania; Luxembourg; Malta; Netherlands; Poland; Portugal; Romania; Slovakia; Slovenia; Spain; Sweden.

	2
	UK
	United Kingdom
	United Kingdom.

	3
	USA
	United States of America
	United States of America.

	4
	China
	China
	China; Hong Kong.

	5
	Japan
	Japan
	Japan.

	6
	Korea
	Korea
	Korea.

	7
	India
	India
	India.

	8
	LatinAmer
	Latin America
	Mexico; Argentina; Bolivia; Brazil; Chile; Colombia; Ecuador; Paraguay; Peru; Uruguay; Venezuela; Rest of South America; Costa Rica; Guatemala; Honduras; Nicaragua; Panama; El Salvador; Rest of Central America; Dominican Republic; Jamaica; Puerto Rico; Trinidad and Tobago; Caribbean.

	9
	EastSEAsia
	East and South-East Asia
	Mongolia; Taiwan; Rest of East Asia; Brunei Darussalam; Cambodia; Indonesia; Lao People's Democratic Republ; Malaysia; Philippines; Singapore; Thailand; Viet Nam; Rest of Southeast Asia.

	10
	RestofWorld
	Rest of the World
	Australia; New Zealand; Rest of Oceania; Bangladesh; Nepal; Pakistan; Sri Lanka; Rest of South Asia; Canada; Rest of North America; Switzerland; Norway; Rest of EFTA; Albania; Belarus; Russian Federation; Ukraine; Rest of Eastern Europe; Rest of Europe; Kazakhstan; Kyrgyzstan; Tajikistan; Rest of Former Soviet Union; Armenia; Azerbaijan; Georgia; Bahrain; Iran Islamic Republic of; Israel; Jordan; Kuwait; Oman; Qatar; Saudi Arabia; Turkey; United Arab Emirates; Rest of Western Asia; Egypt; Morocco; Tunisia; Rest of North Africa; Benin; Burkina Faso; Cameroon; Cote d'Ivoire; Ghana; Guinea; Nigeria; Senegal; Togo; Rest of Western Africa; Central Africa; South Central Africa; Ethiopia; Kenya; Madagascar; Malawi; Mauritius; Mozambique; Rwanda; Tanzania; Uganda; Zambia; Zimbabwe; Rest of Eastern Africa; Botswana; Namibia; South Africa; Rest of South African Customs ; Rest of the World.
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