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A Global Concern
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Why are we here?
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Source: The Economist





Building Scenarios



Trade Wars are about retaliation

ÅMonday: Country [US]A implements a Tariff on X products (what they 
import)

ÅTuesday: Country B reacts (tit-for-tat, on what Country A exports to B)

ÅA and Bcontinues

Åά²ŜŘƴŜǎŘŀȅέ: 

ïWhat about the Rest of the World? Third parties have to adjust to trade 
deviation through new market opportunities, global value chains disruptions or 
άŘǳƳǇŜŘέ ƎƻƻŘǎ ƻƴ ǘƘŜƛǊ ƳŀǊƪŜǘΦ ¢ƘŜǎŜ Ŏŀƴ ƭŜŀŘ ǘƻ ŀŘŘƛǘƛƻƴŀƭ ǘŀǊƛŦŦǎΦ

ïCountry A extends its tariffs to third parties to address trade deviation and the 
current account dynamics

Trade Wars: From Theory to Practice



How the tariffs battle has escalated this year 

Tariffs proposed Tariffs in place

Note: Data as of 19 September 2018
Source: Peterson Institute for International Economics, BBC Research & Authors
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US farmers heavily exposed to retaliation

Product Category
Under

Retaliation
Exportsto China

(BnUSD, 2016 trade values) Share of US exports

Agricultural 
Products

No 2.87 13.2%

Yes 18.96 86.8%

Non Agricultural 
Products

No 67.49 63.1%

Yes 39.51 36.9%

{ƻǳǊŎŜΥ !ǳǘƘƻǊǎΩ ŎƻƳǇǳǘŀǘƛƻƴǎ ōŀǎŜŘ ƻƴ /ƘƛƴŜǎŜ ŀƴŘ ¦{ ŎǳǎǘƻƳǎ Řŀǘŀ



Expected Impacts

ÅTrade destruction

ÅTrade deviation

ÅNet contraction of global supply, and GDP

ÅAdverse Income effects

ÅConsequences for public finance



Direct Impacts and Third Parties



Modeling Framework

ÅMIRAGRODEP model: 
ïa Computable General Equilibrium (CGE) model, built upon the MIRAGE 

(Modelling International Relations Under Applied General Equilibrium) model. 

ï It is a multi-region, multi-sector model, dynamically recursive CGE model. 
Static closure used for Trade Wars simulations: short and long term closure;

ïBilateral trade (Armingtonassumption);

ïGovernment explicitly represented;

ïMain source of data: GTAP 9.1. version with 35 sectors, 30 regions inc.
Argentina

ÅKey closures:
ïSavingsdefined investments;

ïCurrent account surplus/deficit [net foreign savings] constant : Real exchange rate endogenous and 
Foreign capital flows stable

ïNet Public savings (government surplus/deficit): constant in terms of domestic GDP, Adjustment 
with domestic consumption tax



Scenarios

Scenario 1

(actual world)

US vs China as 
September 18th

(tariffs Jan. 2019)

a. Agricultural, 

b. Non Agricultural

c. Full package

Scenario 2:

US vs the World

US tariffs on China 
extended to third 
parties

Scenario 3

(next steps)

Full dominoes 
effects

a. Price Stabilization

b. Welfare 
Optimization


