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Background: The Follow Up Conference on Financing for Development, scheduled for the end of this year, offers a venue of strategic value that developing countries and civil society could use in order to promote a vision that links trade and financial policies in the interest of development and the promotion of the MDGs. Especially suited to this purpose are FFD’s promise of a holistic agenda, that includes all  sources of finance, and its multi-stakeholder spirit.
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This seminar will reflect on some concrete issues that lie at the intersection of trade and finance with the -purpose of tabling proposals and resources that could support their strategic utilization in negotiations and discuss strategic approaches for advocacy in the context of the upcoming Doha FFD Conference.

Exchange Rate and Financial Instability and Trade Performance

The current multilateral trade system rests on the assumption of an international monetary system that provides exchange rate and financial stability, a function that the IMF was originally created to perform.

Growing levels of financial and exchange rate volatility have, however, a negative impact on the trade performance of developing countries through channels such as the levels of domestic investment, the variations of relative prices of export products (which, in turn, affect competitiveness of the economies) and the price of access to finance for production. An adequate understanding of the financial and exchange rate pre-conditions for building of long-term capacity to trade could yield better policy conclusions for both trade and financial policy-making, and, at the same time, ensure strategic policy interventions on trade are not made with the purpose of fixing problems that could only be addressed in the financial arena, or vice versa. 

The emergence of financial issues in Free Trade Agreements and their dispute settlement mechanisms

A growing number of Free Trade Agreements (bilateral, but also at regional and multilateral levels) include provisions that discipline the management of financial sector, capital account and sovereign debt issues and, correlatively, subject them to dispute settlement mechanisms. The crafting of these provisions, guided by trade considerations, places at risk the ability of countries to implement important measure s for financial crises prevention, resolution, and for managing the financial sector. The exercise may also prejudge important issues on the financial standards and codes agenda whose legitimacy and suitability to achieve financial stability and growth continues to be called into question. 

Capital accumulation as a framework for trade and investment policy-making

Trade and investment negotiations tend to be driven by the assumption that the financial consequences of trade and investment liberalization will be higher income through increasing exports and the attraction of foreign investment. Designing trade and investment policies and agreements with the goal of building and accumulating a capital base in the local economy would represent a dramatic change in that paradigm. In fact, increased market access, more exports and more FDI, per se, are not essential to this goal.

