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Taking stock: Continental vs. global
value chains
n

As a consequence of the COVID-19 crisis continental value chains could
gain in importance.

n

Our network analysis illustrates the global trade network pre-COVID-19.
We depict the global trade network of 90 countries as well as the most
important intracontinental trade relationships.

n

Trade links between Asian and American countries seem especially
vulnerable to a reorganization of global value chains. The global aim to
reduce CO2 emissions, the trade dispute between the US and China and the
rivalry for geopolitical leadership all point in that direction.

n

From this perspective, the 2019 weights of Asian exports to American
countries (3.7% of global trade) and American exports to Asia (6.4%) seems
to be an upper limit.

Jochen Moebert
Economist
+49-69-910-31727

Deutsche Bank AG/London
DISCLOSURES AND ANALYST CERTIFICATIONS ARE LOCATED IN APPENDIX 1. MCI (P) 064/04/2020.

3 June 2020
Focus Germany

A network is worth a thousand line charts
There is much talk about how COVID-19 induced reorganization of global value
chains. In our view, continental value chains are likely to be strengthened whereas
their global counterparts are efficient but also very vulnerable to shocks. Here our
aim is the visualization of global trade before the pandemic ran its course. The five
network charts below show how uneven global goods trade was distributed.

Our data basis: IMF Direction of Trade in 2019
Our analysis is based on the 2019 annual data from the IMF Direction of Trade
database. The data contains goods exports and we focus on 90 countries which
have around 8,000 bilateral trade links. Most bilateral trade flows have a very low
weight and only a few weights are more salient. All weights are measured as the
ratio of bilateral exports from one country to another in USD relative to total global
trade in USD. The 90 countries account for more than 90% of all global trade flows
in 2019. If we abstract from all bilateral trade links with a weight of less than 0.1%,
the new network covers more than 50% of total global trade.

Figure 1: 2019: Bilateral goods trade
between 90 countries
y-axis: % share of total global trade
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Top 10 global bilateral trade links
In total the first 10 most important links account for 14.4% of total goods trade in
2019. Among the top 10 most important bilateral trade links are two
transcontinental links. First, it comes as no surprise that Chinese exports to the US
are the most important bilateral link. It accounts for 2.2% of total global trade in
2019. Second, exports from Japan to the US ranked 10th with a weight of 0.75%.
All other top 10 bilateral flows are intracontinental trade links, in particular within
North America and between Asian countries, e.g. between China and Hong Kong
and between China and Japan. Among the top 10 most important trade links is only
one European link, i.e. Dutch exports to Germany.
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Source : Deutsche Bank Research, IMF

Figure 2: 2019 Bilateral exports
weight in % of global goods trade

2019 Global goods trade network
Figure 3 is a directed graph which shows the bilateral goods trade links between 90
countries. We use an algorithm which places countries with many trade links in the
center of the network. Among the group are many G20 countries and therefore
mainly Asian, European and North American countries. Countries which are less
involved in global trade are placed at the periphery. The colors of the nodes mark key
global regions and continents. In Figure 4 and Figure 5 we focus on the
intracontinental and transcontinental trade links. In 2019 the intracontinental trade
weights accounted for almost 53.6% of global trade and transcontinental for 37%
of global trade. The remaining more than 9% account for the other roughly 100
countries mostly very small countries which fall outside the scope of this analysis.
Intra-European trade accounts for more than one quarter of global trade, intraAmerican trade for roughly one sixth and intra-Asian trade for only one twelfth of
total global trade.
Source : Deutsche Bank Research, IMF

The COVID-19 crisis taught us a lesson
Markets with their focus on profitability are often very vulnerable to unforeseen
occurrences. As a consequence of the crisis it is often argued that the provision of
goods that are essential for a well-functioning society should remain under national
control and be domestically produced. In the aftermath of the COVID-19 crisis,
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important production lines, probably not only in the medical sector, might be
repatriated or at least relocated close to national borders of developed economies.
Moreover, there might be much more sophisticated industrial emergency plans
which guarantee a smooth production even in the case of a pandemic or another
major global disaster which cripples at least some important sections or regions of
the global economy. We think that a balanced approach between today’s global
value chains and a complete repatriation of production lines could be a continental
approach. That means continual value chains combined with higher inventory
levels which may guarantee a good balance between efficiency and the newly
increasing demand for safety. Such a shift of production lines would also reduce the
potential economic fallout of global trade disputes and is likely to reduce our global
CO2 footprint. Hence, the foundations for continental value chains were already laid
before the COVID-19 crisis.

Intracontinental networks have a three-level structure
The European, the Asian and the American trade network have a common feature,
i.e. three levels of country groups. Figure 6 to 8 show that first there is an economic
center in each intracontinental trade network. Second there is a group of countries
closely linked to the center and among each other. Third there are peripheral
countries with relatively low weights. This is exactly what gravity models and our
everyday experience suggest. The hubs are Germany, China and the United States.
On each continent, there also seems to be a second group of countries which have
close ties to the center and among each other. For instance, in Europe Germany has
relative large trade weights with three country groups. First, all large countries
inside the EU (France, Italy, Spain) and outside the EU (the UK, Russia and Turkey).
Second, many smaller neighboring countries (Switzerland, Austria, the
Netherlands and Belgium) and third the Visegrad countries (Czech, Poland, Slovak
Republic and Hungary) which become constantly more important as a production
site for the German manufacturing sector. In Asia, the second level consists of
Australia, Hong Kong, India, Japan, Korea, Singapore, Thailand and Vietnam which
have close ties with China and among each other. In the Americas, Mexico, Canada
and also to some extent Brazil are part of the second country group around the US.
If continental value chains will gain in importance as we have pointed out above,
these trade links might gain in importance in the future.

Exports between Asian and American countries likely to be
reorganized
Trade links between Asian and American countries seem especially vulnerable to a
reorganization of global value chains. The huge distance between both regions
matters if the world tries to reduce CO2 emissions. The rivalry for geopolitical
leadership between the US and China is likely to be a key feature in the 21st century.
In the last years, the more restrictive US trade policy already implied a less intensive
bilateral export relationship between both nations. Likewise, in the last weeks the
climate between both countries deteriorated further. The media reported tensions
over pandemic-related issues as well as speculation about a renegotiation of the
“Phase One” trade deal. All these developments point to less intensive trade
relations. Therefore, going forward the 2019 weights of Asian exports to American
countries (3.7% of global trade) and American exports to Asia (6.4%) seems to be
an upper limit. This may have an impact on neighboring countries in both regions
as well. For example, Mexico may become an even more important manufacturing
hub for the US. Likewise, the Asian trend could be strengthened now that more and
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more countries produce their consumer goods locally.
Figure 3: Global trade

Legend: Directed links = Exports from country X to country Y, Size of nodes = Value added of manufacturing sector to GDP in %, Size of edges = Trade weights in % of global trade.
Color of nodes = Global regions/continents. Middle East includes Persia. Asian countries include Australia and New Zealand and exclude Middle East and Persia.
Country legend: AFG = Afghanistan, AGO = Angola, ARE = United Arab Emirates, ARG = Argentina, AUS = Australia, AUT = Austria, BEL = Belgium, BGD = Bangladesh, BGR = Bulgaria, BHR = Bahrain, BLR = Belarus, BOL
= Bolivia, BRA = Brazil, CAN = Canada, CHE = Switzerland, CHL = Chile, CHN = China, CMR = Cameroon, COL = Colombia, CRI = Croatia, CYP = Cyprus, CZE = Czech Republic, DEU = Germany, DNK = Denmark, DZA =
Algeria, ECU = Ecuador, EGY = Egypt, ESP = Spain, EST = Estonia, ETH = Ethiopia, FIN = Finland, FRA = France, GBR = United Kingdom, GHA = Ghana, GRC = Greece, HKG = Hong Kong SAR, HUN = Hungary, IDN =
Indonesia, IND = India, IRL = Ireland, IRN = Iran, IRQ = Iraq, ISR = Israel, ITA = Italy, JOR = Jordan, JPN = Japan, KAZ = Kazakhstan, KEN = Kenya, KOR = Korea, KWT = Kuwait, LBN = Lebanon, LBY = Libya, LKA = Sri
Lanka, LTU = Lithuania, LUX = Luxembourg, LVA = Latvia, MAR = Morocco, MEX = Mexico, MKD = North Macedonia, MYS = Malaysia, NGA = Nigeria, NLD = Netherlands, NOR = Norway, NZL = New Zealand, OMN =
Oman, PAN = Pakistan, PER = Peru, PHL = Philippines, POL = Poland, PRT = Portugal, PRY = Paraguay, QAT = Qatar, ROU = Romania, RUS = Russia, RWA = Rwanda, SAU = Saudi Arabia, SGP = Singapore, SVK = Slovak
Republic, SVN = Slovenia, SWE = Sweden, SYR = Syria, THA = Thailand, TUN = Tunisia, TUR = Turkey, UKR = Ukraine, URY = Uruguay, USA = United States, VEN = Venezuela, VNM = Vietnam, ZAF = South Africa
Source : Deutsche Bank Research, IMF
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Figure 4: Intra- and transcontinental trade network

Legend: Size of nodes = Intracontinental trade weights, size of edges = Transcontinental trade weights. Color of nodes = Global regions/continents (cf. Figure 3). Middle East includes Persia. Asian countries include Australia
and New Zealand and exclude Middle East and Persia.
Source : Deutsche Bank Research, IMF

Figure 5: Intracontinental and transcontinental trade weights

Source : Deutsche Bank Research
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Figure 6: 2019 European trade network (34 countries)

Legend: Directed links = Exports from country X to country Y, Size of nodes = Value added of manufacturing sector to GDP in %, Size of edges = Trade weights in % of global trade.
Country legend: AUT = Austria, BEL = Belgium, BGR = Bulgaria, BLR = Belarus, CHE = Switzerland, CRI = Croatia, CYP = Cyprus, CZE = Czech Republic, DEU = Germany, DNK = Denmark, ESP = Spain, EST = Estonia, FIN
= Finland, FRA = France, GBR = United Kingdom, GRC = Greece, HUN = Hungary, IRL = Ireland, ITA = Italy, LTU = Lithuania, LUX = Luxembourg, LVA = Latvia, MKD = North Macedonia, NLD = Netherlands, NOR =
Norway, POL = Poland, PRT = Portugal, ROU = Romania, RUS = Russia, SVK = Slovak Republic, SVN = Slovenia, SWE = Sweden, TUR = Turkey, UKR = Ukraine
Source : Deutsche Bank Research, IMF
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Figure 7: 2019 Asian trade network (17 countries)

Legend: Directed links = Exports from country X to country Y, Size of nodes = Value added of manufacturing sector to GDP in %, Size of edges = Trade weights in % of global trade.
Country legend: AUS = Australia, BGD = Bangladesh, CHN = China, HKG = Hong Kong SAR, IDN = Indonesia, IND = India, JPN = Japan, KAZ = Kazakhstan, KOR = Korea, LKA = Sri Lanka, MYS = Malaysia, NZL = New
Zealand, PAN = Pakistan, PHL = Philippines, SGP = Singapore, THA = Thailand, VNM = Vietnam
Source : Deutsche Bank Research, IMF
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Figure 8: 2019 American trade network (13 countries)

Legend: Directed links = Exports from country X to country Y, Size of nodes = Value added of manufacturing sector to GDP in %, Size of edges = Trade weights in % of global trade.
Country legend: ARG = Argentina, BOL = Bolivia, BRA = Brazil, CAN = Canada, CHL = Chile, COL = Colombia, ECU = Ecuador, MEX = Mexico, PER = Peru, PRY = Paraguay, URY = Uruguay, USA = United States, VEN =
Venezuela
Source : Deutsche Bank Research, IMF
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Important Disclosures
*Other information available upon request
*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local
exchanges via Reuters, Bloomberg and other vendors . Other information is sourced from Deutsche Bank, subject companies,
and other sources. For disclosures pertaining to recommendations or estimates made on securities other than the primary
subject of this research, please see the most recently published company report or visit our global disclosure look-up page on
our website at https://research.db.com/Research/Disclosures/CompanySearch. Aside from within this report, important risk
and conflict disclosures can also be found at https://research.db.com/Research/Topics/Equities?topicId=RB0002. Investors
are strongly encouraged to review this information before investing.

Analyst Certification
The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition, the
undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation or view
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Additional Information
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively 'Deutsche
Bank'). Though the information herein is believed to be reliable and has been obtained from public sources believed to be
reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to third-party websites in this
report are provided for reader convenience only. Deutsche Bank neither endorses the content nor is responsible for the
accuracy or security controls of those websites.
If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this report, or
is included or discussed in another communication (oral or written) from a Deutsche Bank analyst, Deutsche Bank may act as
principal for its own account or as agent for another person.
Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own account
or with customers, in a manner inconsistent with the views taken in this research report. Others within Deutsche Bank,
including strategists, sales staff and other analysts, may take views that are inconsistent with those taken in this research
report. Deutsche Bank issues a variety of research products, including fundamental analysis, equity-linked analysis,
quantitative analysis and trade ideas. Recommendations contained in one type of communication may differ from
recommendations contained in others, whether as a result of differing time horizons, methodologies, perspectives or
otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity securities of the issuers it writes on. Analysts
are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment banking, trading
and principal trading revenues.
Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not
necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank provides liquidity
for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts sometimes have
shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing longer-term ratings. Some trade ideas for
equities are listed as Catalyst Calls on the Research Website (https://research.db.com/Research/) , and can be found on the
general coverage list and also on the covered company’s page. A Catalyst Call represents a high-conviction belief by an analyst
that a stock will outperform or underperform the market and/or a specified sector over a time frame of no less than two weeks
and no more than three months. In addition to Catalyst Calls, analysts may occasionally discuss with our clients, and with
Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a nearterm or medium-term impact on the market price of the securities discussed in this report, which impact may be directionally
counter to the analysts' current 12-month view of total return or investment return as described herein. Deutsche Bank has
no obligation to update, modify or amend this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate
changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and
company-specific economic prospects make it difficult to update research at defined intervals. Updates are at the sole
discretion of the coverage analyst or of the Research Department Management, and the majority of reports are published at
irregular intervals. This report is provided for informational purposes only and does not take into account the particular
investment objectives, financial situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or
sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a
product of the analyst’s judgment. The financial instruments discussed in this report may not be suitable for all investors, and
investors must make their own informed investment decisions. Prices and availability of financial instruments are subject to
change without notice, and investment transactions can lead to losses as a result of price fluctuations and other factors. If a
financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely
affect the investment. Past performance is not necessarily indicative of future results. Performance calculations exclude
transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of the previous
trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is also sourced from
Deutsche Bank, subject companies, and other parties.
The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our
organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with respect to our
research are available on our website (https://research.db.com/Research/) under Disclaimer.
Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay
fixed or variable interest rates. For an investor who is long fixed-rate instruments (thus receiving these cash flows), increases
in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the
maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in
inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to
receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets
holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency
conversion, repatriation of profits and/or liquidation of positions), and settlement issues related to local clearing houses are
also important risk factors. The sensitivity of fixed-income instruments to macroeconomic shocks may be mitigated by
indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates – these are common in
emerging markets. The index fixings may – by construction – lag or mis-measure the actual move in the underlying variables
they are intended to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating
coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons.
Funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps
(swaptions) the risks typical to options in addition to the risks related to rates movements.
Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk. The appropriateness
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of these products for use by investors depends on the investors' own circumstances, including their tax position, their
regulatory environment and the nature of their other assets and liabilities; as such, investors should take expert legal and
financial advice before entering into any transaction similar to or inspired by the contents of this publication. The risk of loss
in futures trading and options, foreign or domestic, can be substantial. As a result of the high degree of leverage obtainable
in futures and options trading, losses may be incurred that are greater than the amount of funds initially deposited – up to
theoretically unlimited losses. Trading in options involves risk and is not suitable for all investors. Prior to buying or selling an
option, investors must review the 'Characteristics and Risks of Standardized Options”, at http://www.optionsclearing.com/
about/publications/character-risks.jsp. If you are unable to access the website, please contact your Deutsche Bank
representative for a copy of this important document.
Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange
rates can be volatile and are subject to large fluctuations; (ii) the value of currencies may be affected by numerous market
factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes
in interest rates; and (iii) currencies may be subject to devaluation or government-imposed exchange controls, which could
affect the value of the currency. Investors in securities such as ADRs, whose values are affected by the currency of an
underlying security, effectively assume currency risk.
Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the
investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at https://
research.db.com/Research/ on each company’s research page. Investors are strongly encouraged to review this information
before investing.
Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial adviser,
consultant or fiduciary to you or any of your agents (collectively, “You” or “Your”) with respect to any information provided in
this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, Deutsche Bank is not acting as your
impartial adviser, and does not express any opinion or recommendation whatsoever as to any strategies, products or any other
information presented in the materials. Information contained herein is being provided solely on the basis that the recipient
will make an independent assessment of the merits of any investment decision, and it does not constitute a recommendation
of, or express an opinion on, any product or service or any trading strategy.
The information presented is general in nature and is not directed to retirement accounts or any specific person or account type,
and is therefore provided to You on the express basis that it is not advice, and You may not rely upon it in making Your decision.
The information we provide is being directed only to persons we believe to be financially sophisticated, who are capable of
evaluating investment risks independently, both in general and with regard to particular transactions and investment
strategies, and who understand that Deutsche Bank has financial interests in the offering of its products and services. If this
is not the case, or if You are an IRA or other retail investor receiving this directly from us, we ask that you inform us immediately.
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consistent with the categories used by Analysts globally; and the effective time period for CCs has been reduced from a
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During the period November 2018 to March 2020 Deutsche Bank may have been showing incomplete information regarding
Disclosure 1 in some parts of the equity research and debt research coverage. If you require any further information please
contact DVS.Support@db.com.
United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and SIPC.
Analysts located outside of the United States are employed by non-US affiliates that are not subject to FINRA regulations.
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1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the Prudential
Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial Conduct
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contracts within the meaning of the Hong Kong Securities and Futures Ordinance Cap. 571. Research reports on such futures
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do not reflect the reinvestment of dividends and other earnings or the deduction of advisory fees, brokerage or other
commissions, and any other expenses that a client would have paid or actually paid. No representation is made that any trading
strategy or account will or is likely to achieve profits or losses similar to those shown. Alternative modeling techniques or
assumptions might produce significantly different results and prove to be more appropriate. Past hypothetical backtest results
are neither an indicator nor guarantee of future returns. Actual results will vary, perhaps materially, from the analysis.
Copyright © 2020 Deutsche Bank AG

Deutsche Bank AG/London

Page 13

David Folkerts-Landau
Group Chief Economist and Global Head of Research
Pam Finelli
Global Chief Operating Officer
Research

Anthony Klarman
Global Head of
Debt Research

Gerry Gallagher
Head of European
Company Research
Jim Reid
Global Head of
Thematic Research

Michael Spencer
Head of APAC Research

Andreas Neubauer
Head of Germany Research

Francis Yared
Global Head of Rates Research

George Saravelos
Global Head of FX Research

Steve Pollard
Head of Americas Research
Global Head of Company
Research
Peter Milliken
Head of APAC
Company Research
Peter Hooper
Global Head of
Economic Research

International Production Locations
Deutsche Bank AG
Deutsche Bank Place
Level 16
Corner of Hunter & Phillip Streets
Sydney, NSW 2000
Australia
Tel: (61) 2 8258 1234

Deutsche Bank AG
Equity Research
Mainzer Landstrasse 11-17
60329 Frankfurt am Main
Germany
Tel: (49) 69 910 00

Deutsche Bank AG London
1 Great Winchester Street
London EC2N 2EQ
United Kingdom
Tel: (44) 20 7545 8000

Deutsche Bank Securities Inc.
60 Wall Street
New York, NY 10005
United States of America
Tel: (1) 212 250 2500

Deutsche Bank AG
Filiale Hongkong
International Commerce Centre,
1 Austin Road West,Kowloon,
Hong Kong
Tel: (852) 2203 8888

Deutsche Securities Inc.
2-11-1 Nagatacho
Sanno Park Tower
Chiyoda-ku, Tokyo 100-6171
Japan
Tel: (81) 3 5156 6000

