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Economic Effects of a China-ROK FTA

——An Empirical Analysis Framework on Bilateral Trade Flows

Shen Minghui

Zhang Zhongyuan

Abstract: Based on ROK’s import and export trade flows, this paper conducts an empirical
analysis and forecasts on ROK’s import and export trade effects of a China-ROK FTA by

combining the trade gravity model with the difference-in-difference method. The results
show that heterogeneity of ROK’s exports is significant. Therefore, ROK’s FTAs with de-

veloping economies can contribute to significantly promoting ROK’s merchandise exports to

its trade partners while ROK’s FTAs with developed economies has significantly reduced
ROK’s merchandise exports to its trade partners. In addition, trade effect of ROK’s FTAs
on its imports is not significant. Therefore, a China-ROK FTA will not only help promote

bilateral trade, but also fuel the East Asian Cooperation process and help China and ROK to

better participate in the new round of international rule-setting as well.
Keywords: China-ROK FTA; complementary index; bilateral trade; trade liberalization
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