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CHAPTER 2 = World Trade: An Overview 23

@ Mexico and Brazil have very different trading patterns. While Mexico trades
mainly with the United States, Brazil trades about equally with the United States
and with the European Union. In addition, Mexico does much more trade rela-
tive to its GDP. Explain these differences using the gravity model.

3 Equation (2.1) says that trade between any two countries is proportional to the
product of their GDPs. Does this mean that if the GDP of every country in the
world doubled, world trade would quadruple?

@. Over the past few decades, East Asian economies have increased their share of
world GDP. Similarly, intra—East Asian trade—that is, trade among East Asian
nations—has grown as a share of world trade. More than that, East Asian coun-
tries do an increasing share of their trade with each other. Explain why, using the
gravity model.

® A century ago, most British imports came from relatively distant locations: North
America, Latin America, and Asia. Today, most British imports come from other
European countries. How does this fit in with the changing types of goods that
make up world trade?
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