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Abstract

The Puzzle of Home Bias in Trade is among the famous “6 Puzzles” in International Macroeconomy.
From the 1990s, the study of this puzzle continues. Many scholars had given their own explana-
tions of this puzzle. This article is a literature review of The Puzzle of Home Bias in the past 30
years. And it discussed the reason, the economic models and possible explanations of the puzzle.
The conclusion is that home bias does exist and relates to the trade costs, multi-stage production
supply chain and consumers preference bias. There are differences between various trade goods.
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In the end, this article emphasizes the test of some typical views empirically, summarizes the re-
searches, and comes up with some policy enlightens.
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Table 1. Freight as a percentage of commodity prices (USA, 1994)
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Figure 1. The supply chain’s magnification effect on home bias
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