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Trade has been bumpy over the last 15 years. There was a massive collapse during the global financial crisis, 
followed by a rapid recovery and collapse in 2015 as a consequence of falling oil prices and China’s economic 
woes. COVID-19 has been the third major shock to global trade in only 15 years, and possibly the most 
important. COVID-19 is a different kind of shock to the other two, as it brings into question the way in which a 
substantial amount of trading has been organized over the last few decades.  This is due to the massive 
increase in the efficiency of ports, especially in China, especially thanks to the introduction of containerization.   

In fact, value chains – loosely defined as the cross-border movement of the parts and components used in 
production to reduce cost from increased specialization – are a result of globalization, and they explain the 
massive increase in trade flows. Value chains started to expand in the 1950s with the rise of multinational 
companies. The persistent fast growth of international supply chains has been supported by the search to 
achieve production efficiency by pushing a competitive advantage beyond borders. 

 

Effects of the trade war  

This process was facilitated in the past few decades by substantial reductions in trade tariffs, as well lower 
transportation and communication costs. However, these tailwinds have been fading at an accelerated pace 
since 2008. The global financial crisis of 2008 marked the beginning of a winding down of supply chains 
globally. The process was slow but steady until recently, pushed by increasing transportation costs as well as 
environmental shocks like the Thailand floods of 2011 or the Fukushima earthquake and nuclear disaster.  

However, Trump’s trade war against China created new challenges to global supply chains, which had become 
increasingly China-centric over the years. As if this were not enough, the outbreak of the COVID-19 pandemic 
in January 2020 created big disruptions in the supply chains, and led to shortages of parts and components for 
manufactured products, especially autos and ITC. On top of that, shortages in medical appliances, including 
those most needed to combat COVID-19, has further added to the impression that global value chains are not 
resilient enough to shocks.  

The gravity of the pandemic has clearly added a political, and nationalistic, aspect to the debate about the need 
to reshuffle global value chains. But we should not forget that there are also economic reasons for such a 
move. In fact, one can think of value chains having been built in the past to maximize efficiency and, thus, 
increase corporate profit. In other words, a “tight coupling” model has so far been used to build supply chains 
in as far as a single-entry point has been offered to each of the steps in a supply chain.  

That means if one of the entry points fails, the whole chain breaks down. Environmental shocks, the US-China 
trade war, and the current pandemic has pushed companies to think about changing their operations from “tight 
coupling” to “loose coupling.  

 

Interchangeable options 

In other words, instead of a single point of entry for each step of a supply chain, companies prefer to have 
several interchangeable options. This, of course, increases the cost of production in the short run, but it 
increases resilience. Higher resilience might also imply lower costs in the long run, depending on whether 
major shocks can be avoided. Accordingly, the capacity to keep the production process intact, even when a 
component is temporarily affected by a disruption in production, has become an increasingly important 
objective for companies.  

Is the debate on the reshuffling of international supply chains being pushed by political factors, or are there 
also sound economic reasons for it? That is the key question.  The answer differs depending on the product 
as some do have considerations for national security, as seen by the disruption in the supply of crucial medical 
products during the pandemic. On a more general basis, it is highly improbable that decisions to reshuffle the 
global value chain away from China, are devoid of economic considerations.  

 

New costs for business 

The economic rationale for a company to choose a more complex value chain rather than integrating the 
production domestically, or within a closer geographical area, might no longer be driven by efficiency 
considerations only. The resilience of the supply of goods has become particularly important as the costs of 
disruption have turned out to be very large, as observed in the year following the shuttering of Chinese factories 
in February.  

In addition, within the efficiency rationale behind the decision to offshore the production of parts and 
components in different locations, many new and relevant costs have appeared which might tilt the equation 
towards a shorter global value chain. First, security issues (including terrorism and cyberattacks) in several 
countries have pushed up the bill for maintaining logistics across borders. Second, environmental risks are on 
the rise worldwide, and so is their potential to generate future disruptions in the supply chain.  

Third, protectionist measures have found a breeding ground in the inability of the World Trade Organization 
(WTO) to ensure compliance with the existing multilateral trading system. Fourth, the increasingly relevant role 
of technology, and the international fragmentation of its standards and legal framework, can increase the costs 
of global value chains operating in different ecosystems. Finally, China’s central position in the global value 
chain has resulted in the excessive concentration of risk in one jurisdiction. 

Geopolitical and domestic political reasons may be important when it comes to explaining decisions to reshuffle 
value chains. But there are many important economic reasons, as described above, which might explain the 
decision to either re-shore part of the production or, at least, shorten a company’s supply chain to within a 
closer geographical boundary. That boundary could be physically or more figuratively based on similar 
standards and legal frameworks.  

In other words, moving from tight coupling to loose coupling can be a rational economic decision and not (only) 
a political one. 
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Disclaimer 

This marketing communication and the information contained in this publication and any attachment thereto is exclusively intended for a client base consisting of professionals, eligible counterparties and qualified investors.  

This document and any attachment thereto are strictly confidential and cannot be divulgated to a third party without the prior written consent of Natixis. If you are not the intended recipient of this document and/or the attachments, please delete them 
and immediately notify the sender.  

Reference prices are based on closing prices (if mentioned in this document). 

Distribution, possession or delivery of this document in, to or from certain jurisdictions may be restricted or prohibited by law. Recipients of this document are required to inform themselves of and comply with all such restrictions or prohibitions. Neither 
Natixis, nor any of its affiliates, directors, employees, agents or advisers or any other person may be deemed liable to any person in relation to the distribution, possession or delivery of this document in, to or from any jurisdiction.  

This document has been developed by our economists. It does not constitute a financial analysis and has not been developed in accordance with legal requirements designed to promote the independence of investment research. Accordingly, there 
are no prohibitions on dealing ahead of its dissemination.  

This document and all attachments are communicated to each recipient for information purposes only and do not constitute a personalized investment recommendation. They are intended for general distribution and the products or services described 
herein do not take into account any specific investment objective, financial situation or particular need of any recipient. This document and any attachment thereto shall not be construed as an offer nor a solicitation for any purchase, sale or subscription.  

Under no circumstances should this document be considered as an official confirmation of a transaction to any person or entity.  

This document and any attachment thereto are based on public information and shall not be used nor considered as an undertaking from Natixis. 

Natixis has neither verified nor carried out independent analysis of the information contained in this document. Accordingly,  no representation, warranty or undertaking, either express or implied, is made to the recipients of this document as to or in 
relation to the relevance, accuracy or completeness of this document or as to the reasonableness of any assumption contained in this document. Information does not take into account specific tax rules or accounting methods applicable to 
counterparties, clients or potential clients of Natixis. Therefore, Natixis shall not be liable for differences, if any, between its own valuations and those valuations provided by third parties; as such differences may arise as a result of the application and 
implementation of alternative accounting methods, tax rules or valuation models. The statements, assumptions and opinions contained in this document may be changed or may be withdrawn by Natixis at any time without notice. 

Prices and margins are indicative only and are subject to change at any time without notice depending on, inter alia, market conditions. Past performances and simulations of past performances are not a reliable indicator and therefore do not anticipate 
any future results. The information contained in this document may include results of analyses from a quantitative model, which represent potential future events that may or may not be realized and is not a complete analysis of every material fact 
representing any product. Information may be changed or may be withdrawn by Natixis at any time without notice.  

The statements, assumptions and forecasts contained in this document reflect the judgment of its author(s), unless otherwise specified, and do not reflect the judgment of any other person or of Natixis. The information contained in this document 
should not be assumed to have been updated at any time subsequent to the date shown on the first page of this document and the delivery of this document does not constitute a representation by any person that such information will be updated at 
any time after the date of this document.  

Natixis shall not be liable for any financial loss or any decision taken on the basis of the information disclosed in this presentation and Natixis does not provide any advice, including in case of investment services. In any event, you should request for 
any internal and/or external advice that you consider necessary or desirable to obtain, including from any financial, legal, tax or accounting adviser, or any other specialist, in order to verify in particular that the transaction (as the case may be) 
described in this document complies with your objectives and constraints and to obtain an independent valuation of the transaction, its risk factors and rewards.  

All of the views expressed in this report accurately reflect the author’s personal views regarding any and all of the subject securities or issuers. No part of author compensation was, is or will be, directly or indirectly related to the specific recommendations 
or views expressed in this report. The personal views of authors may differ from one another. Natixis, its subsidiaries and affi liates may have issued or may issue reports that are inconsistent with, and/or reach different conclusions from, the information 
presented herein.  

[Natixis may have Conflicts of Interest : Natixis may from time to time, as principal or agent, be involved in a wide range of activities globally, have positions in, or may buy or sell, or act as market maker in any securities, currencies, financial instruments 
or other assets which are the underlying of the instruments to which this presentation relates. Natixis activities related to those instruments may have an impact on the price of the relevant underlying asset and may give rise to conflicting interests or 
duties. Natixis may provide services to any member of the same group as the recipient of this presentation on or any other entity or person (a Third Party), engage in any transaction (on its own account or otherwise) with the recipient of the presentation 
or a Third Party, or act in relation to any matter for itself or any Third Party, notwithstanding that such services, transac tions or actions may be adverse to the recipient of the information or any member of its group, and Natixis may retain for its own 
benefit any related remuneration or profit. In addition, Natixis may, whether by virtue of the types of relationships described in this paragraph or otherwise, from time to time be in possession of information in relation to a particular instrument that is or 
may be material in the context of that instrument and that may or may not be publicly available or known to you. Providing to you an indicative price quotation or other information with respect to any such instrument does not create any obligation on 
the part of Natixis to disclose to you any such information (whether or not confidential).]  

The stocks/companies mentioned might be subject to specific disclaimers. Please click on the following link to consult them: https://www.research.natixis.com/GlobalResearchWeb/main/globalresearch/DisclaimersSpecifiques 

Natixis is supervised by the European Central bank (ECB).  

Natixis is authorized in France by the Autorité de Contrôle Prudentiel et de Régulation (ACPR) as a Bank -Investment Services Provider and subject to its supervision.  

Natixis is regulated by the Autorité des Marchés Financiers in respect of its investment services activities.  

Natixis is authorized by the ACPR in France and regulated by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority in the United Kingdom. Details on the extent of regulation by the FCA and the Prudential Regulation Authority 
are available from Natixis’ branch in London upon request.  

In Germany, NATIXIS is authorized by the ACPR as a bank – investment services provider and is subject to its supervision. NATIXIS Zweigniederlassung Deutschland is subject to a limited form of regulation by the Bundesanstalt für 
Finanzdienstleistungsaufsicht (BaFin) with regards to the conduct of its business in Germany under the right of establishment there. The transfer / distribution of this document in Germany is performed by / under the responsibility of NATIXIS 
Zweigniederlassung Deutschland.  

Natixis is authorized by the ACPR and regulated by Bank of Spain and the CNMV (Comisión Nacional del Mercado de Valores) for the conduct of its business under the right of establishment in Spain.  

Natixis is authorized by the ACPR and regulated by Bank of Italy and the CONSOB (Commissione Nazionale per le Società e la Borsa) for the conduct of its business under the right of establishment in Italy.  

 

Natixis, a foreign bank and broker-dealer, makes this report available solely for distribution in the United States to major U.S. institutional investors as defined in Rule 15a-6 under the U.S. securities Exchange Act of 1934. This document shall not be 
distributed to any other persons in the United States. All major U.S. institutional investors receiving this document shall not distribute the original nor a copy thereof to any other person in the United States. Natixis Securities Americas LLC, a U.S. 
registered broker-dealer and member of FINRA, is a subsidiary of Natixis. Natixis Securities Americas LLC did not participate in the preparation of this report and as such assumes no responsibility for its content. This report has been prepared and 
reviewed by authors employed by Natixis, who are not associated persons of Natixis Securities Americas LLC and are not registered or qualified as research analysts with FINRA, and are not subject to the rules of the FINRA. In order to receive any 
additional information about or to effect a transaction in any security or financial instrument mentioned herein, please contact your usual registered representative at Natixis Securities Americas LLC, by email or by mail at 1251 Avenue of the Americas, 
New York, NY 10020. The stocks mentioned might be subject to specific disclaimers. Please click on the following link to consult them: http://research.intranet/GlobalResearchWeb/main/globalresearch/DisclaimersSpecifiques 

In Canada, Natixis operates through Natixis Canada Branch which is supervised and regulated by the Office of the Superintendent of Financial Institutions (OSFI) as a Foreign Bank Branch (Schedule 3– Lending only) .  Natixis Securities Americas 
LLC is not a registered broker-dealer in any Canadian province but operates under the International Dealer Exemption in each province. NATIXIS is not a registered broker-dealer in any Canadian province and operates under the International Dealer 
Exemption in Quebec and Ontario. Any securities transaction or other offer, sale, or solicitation will be structured to be in compliance with such exemption.  

Natixis Japan Securities Co., Ltd. (NJS) is a Financial Instruments Business Operator (Director General of Kanto Local Finance Bureau (Kinsho) No. 2527 and is supervised by the Financial Services Agency. NJS is a member of the Japan Securities 
Dealers Association and Type II Financial Instruments Firms Association. This document is intended solely for distribution to Professional Investors as defined in Article 2.31 of the Financial Instruments and Exchange Act. All of the views expressed 
in this report accurately reflect the author’s personal views regarding any and all of the subject securities or issuers. No part of author compensation was, is or will be, directly or indirectly related to the specific recommendations or views expressed in 
this report. I(WE), AUTHOR(S), WHO WROTE THIS REPORT HEREBY CERTIFY THAT THE VIEWS EXPRESSED IN THIS REPORT ACCURATELY REFLECT OUR(MY) PERSONAL VIEWS ABOUT THE SUBJECT COMPANY OR COMPANIES 
AND ITS OR THEIR SECURITIES, AND THAT NO PART OF OUR COMPENSATION WAS, IS OR WILL BE, DIRECTLY OR INDIRECTLY, RELATED TO THE SPECIFIC RECOMMENDATIONS OR VIEWS EXPRESSED IN THIS REPORT. The 
personal views of authors may differ from one another. Natixis, its subsidiaries and affiliates may have issued or may issue reports that are inconsistent with, and/or reach different conclusions from, the information presented herein.  

In Hong Kong, this document is for distribution to professional investors only (as defined in the Securities and Futures Ordinance (Cap.571) of Hong Kong and any rules made under that Ordinance). 

Natixis Singapore branch is regulated by the Monetary Authority of Singapore. This document is intended solely for distribution to Institutional Investors, Accredited Investors and Expert Investors as defined in Section 4A of the Securities and Futures 
Act of Singapore. 

In Mainland China, Natixis Shanghai branch and Natixis Beijing branch are regulated in the PRC by China Banking and Insurance Regulatory Commission, the  People’s Bank of China, and the State Administration of Foreign Exchange for the 
engagement of banking business. This document is intended solely for distribution to Professional Investors who are authorized to engage in the purchase of Product of the type being offered or sold. PRC professional investors are responsible for 
obtaining all relevant approvals/licenses, verification and/or registrations themselves from relevant governmental authorities (including but not limited to China Banking and Insurance Regulatory Commission, the People’s Bank of China, State 
Administration of Foreign Exchange and/or China Securities Regulatory Commission), and complying with all relevant PRC regulations, including, but not limited to, all relevant foreign exchange regulations and/or foreign investment regulations.  

In Taiwan, Natixis Taipei Branch is regulated by the Taiwan Financial Supervisory Commission. This document is intended solely for distribution to professional investors in Taiwan for reference only. 
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In South Korea, this research material has been provided to you without charge for your convenience only. All information con tained in this material is factual information and does not reflect any opinion or judgment by Natixis. The information 
contained in this research material should not be construed as offer, marketing, solicitation or investment advice with respect to any financial investment products mentioned in this material. 

 

In Australia, Natixis has a wholly owned subsidiary, Natixis Australia Pty Limited ("NAPL"). NAPL is registered with the Australian Securities & Investments Commission and holds an Australian Financial Services License (No. 317114) which enables 
NAPL to conduct its financial services business in Australia with "wholesale" clients. Details of the AFSL are available upon request. 

Natixis S.A. is not an Authorised Deposit-Taking Institution under the Australian Banking Act 1959, nor is it regulated by the Australian Prudential Regulation Authority. Any references made to banking in the document refer to Natixis activities outside 
of Australia.  

Natixis is authorized by the ACPR and regulated by the Dubai Financial Services Authority (DFSA) for the conduct of its business in and from the Dubai International Financial Centre (DIFC). The document is being made available to the recipient with 
the understanding that it meets the DFSA definition of a Professional Client; the recipient is otherwise required to inform Natixis if this is not the case and return the document. The recipient also acknowledges and understands that neither the 
document nor its contents have been approved, licensed by or registered with any regulatory body or governmental agency in the GCC or Lebanon.  

In Oman, Natixis neither has a registered business presence nor a representative office in Oman and does not undertake banking business or provide financial services in Oman. Consequently, Natixis is not regulated by either the Central Bank of 
Oman or Oman’s Capital Market Authority. 

This document has been prepared by Natixis  

The information contained in this document is for discussion purposes only and neither constitutes an offer of securities in Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman 
(Royal Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in Oman as contemplated by Article 139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). 

Natixis does not solicit business in Oman and the only circumstances in which Natixis sends information or material describing financial products or financial services to recipients in Oman, is where such information or material has been requested 
from Natixis and by receiving this document, the person or entity to whom it has been dispatched by Natixis understands, acknowledges and agrees that this document has not been approved by the CBO, the CMA or  any other regulatory body or 
authority in Oman. 

Natixis does not market, offer, sell or distribute any financial or investment products or services in Oman and no subscription to any securities, products or financial services may or will be consummated within Oman. 

Nothing contained in this document is intended to constitute Omani investment, legal, tax, accounting or other professional advice. 

In Qatar, The information contained in this document has been compiled in good faith with all reasonable care and attention and, to the best of our knowledge and belief, is correct at the time of publication and does not omit any data available to us 
that is material to the correctness of such information. Any opinions expressed herein have been formed in good faith on the relevant facts available at the time of its formation. 

 

 

 

 


