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P (FTA)=-0.495910 0.783554 D ;. +0.348192 GDPPC y-1.138091DGDPPC y
+1.418826 MVA y-0.331254 SQMVAY +0.338567 S|

Natural Trading Partners Hypothesis Gravity Model
! 1
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41 -.783554
0.05 Prob. =0.0006
1% 0.783554
()%
( )0.783554
2 2
Natural Trading Partners Hypothesis
2

Natural Trading Partners
Gravity Model
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Variable
c
D»
GDPPCy
DGDPPCy
MVAY
SQMVAYy
Mean dependejnt var
SIE. ofregression
Sum squared resid
Log likelihood
Restr. log likelihood
LR statistic (6 df)
ProbabilityCLR stat)

Coefficient
-0.495910
-0.783554

0.348192

-1.138091

14186826

-0.331254

0.338567
0.500000
0412257
13.08660

-38.81834
-58.22436

38.81205
1.19E-07

Std. Error
2.184152
0227423
0.173450
0.420806
0591292
0.168175
0.133506

Z-Statistic
0178119
-3.445355
2007450
-2.7104548
2.399534
-1.969697
2535976

S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Avg. log likelihood
McFadden R-squared

Prob.
0.8586
0.0006
0.0447
0.0068
0.0164
0.0489
0.0112

0.503003

1090913
1293481
1172343
0462123
0.333297

P (FTA) =-0.495910-0.783554 Dy + 0.348192 GDPPC J-1.138091DGDPPC 11

+1.418826 MVA 1-0.331254 SQMVAL +0.338567 1

Michaely

GDP

ROW



per capita)

per capita
0.348192

1%
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(GDP) (GDP

GDPy
GDPPC 9
GDP per capita
GDP
0.05 Prob. = 0.0447
0.348192
2 (- )1%

(0348192



Michael Michaely

P(FTA)=-0495910-0.783554D M 0.348192 GDPPCy-1.138091DGDPPC .
+1418826 MVA 1-0.331254 SQMVA | +0.338567

Linder Hypothesis

Win-Win Situation

53



o4

GDP per capita

-1,13809]
0.05 Prob. = 0.0068
2
1% 1138091
2
(- )1% ()
1.138001
2 Linder Hypothesis

0 (FTA) =-0495910 0783554 Dy + 0348192 GDPPC y-L138091DGDPPC y
+ 1418826 MVA 0331254 sqmva y +0338567 S:

Heckscher-Ohlin Theory
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J 1418826
0.05
Proh. = 0.0164
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P (FTA) = -0.495910-0.783554 Dy + 0.348192 GDPPCy-1.138091DGDPPC y
+ 1418826 MvA y-0331254 SQMVA ;. +0338567 .

(Inter-Industry Tracle)
(Intra-Industry Trade)

-0.331254
0.05
Prob. = 0.0489

2 1%
0.331254
() lw
(0331254



P (FTA) =-0495910-0.783554D4 + 0.348192 GDPPC'y-1.138091DGDPPCYy
+1418826 MVAy-0.331254 SQMVAY + 0338567

Michael Michaely

ROW
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2

005
0335567
)
0.338567
() 1%
) 0.338567

A

Prob. = 0.0112

1%

0.05
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Michaely 2

41.2

P (FTA) =-0495910 0783554 Dy + 0.348192 GDPPCy-1.138091DGDPPC y +
1418826 MVA y-0331254 SQMVA Y + 0338567 |
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THA - Japan

THA- China

THA - Malaysia
THA - Singapore
THA - Indonesia
THA - Australia
THA - Philippines
THA- India

THA - Vietnam
THA - New Zealand
THA - Bahrain
THA-US

THA- South Korea
THA - Saudi Arabia
THA - Oman
THA - Hong Kong
THA - Russia
THA - Switzerland
THA - Canada
THA - South Africa
THA - Kuwait
THA - Mexico
THA - Pakistan
THA-Chile

THA - Brazil

Probability

0.66745
0.77063
0.94149
0.92832
0.79356
033123
0.87915
0.53080
0.92612
031203
037725
0.13919
0.65258
0.16141
047529
031372
0.12961
0.20687
0.11873
022411
0.11062
0.05/18
0.37453
0.05225
0.02873

THA - Peru

THA - Israel

THA - Unitedl Arab Emirates
THA - Qatar

Mexico - Nicaragua
Romania - Israel
Japan - Mexico
Panama - El Salvador
US - Australia

South Korea - Chile
Chile - EI Salvador
US - Singapore

US- Chile

Singapore - Australia
Canada— Costa Rica
Japan - Singapore
Chile— CostaRica
New Zealand - Singapore
Chile— Mexico
Israel - Mexico
Bulgaria— Turkey
Turkey - Israel
Romania— Turkey
Canada— Chile
Canada— Israel

60

Probability

0.07208
031363
0.21949
0.19608
0.781/1
0.71357
047931
0.92644
085231
052394
0.34811
062179
0.76014
0.94798
0.55340
0.95348
0.32593
0.71152
0.23092
0.18628
0.89124
095740
0.94705
049919
044283
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US- Israel

US - Canada

US - Mexico

Canada - Mexico
Singapore - Indonesia
Singapore - Malaysia
Singapore - Philippines
Malaysia - Indonesia
Malaysia - Phillipines
Indonesia - Phillipines
Australia - Mexico
India - Singapore

South Korea- Mexico
Australia - Canada
India - Japan

Australia - China

New Zealand - Switzerland

Probahility

0.83475
0.99979
0.96533
0.69811
0.71131
0.99937
0.58650
0.90984
086611
0.28584
0.12062
0.00322
057918
042197
0.00001
0.24084
0.12032

69
10
n
12
13
14
B
16
Il
8
19
80
il
62

84

Brazil - Chile

Canada - Korea

US - Brazil
Switzerland - Canada
China - India

India - Australia
Singapore - Mexico
Indlia - Switzerland
Nigaragua - Costa Rica
China - Brazil

China- Chile
Indonesia - Switzerland
Costa Rica - Mexico
Mexico - Brazil

Japan - Philippine

US - Japan

US - China

61

Probability

058748
0.236%
0.54488
0.86925
0.72843
0.00329
0.18415
0.00001
0.85927
0.45634
0.24632
0.00102
064453
0.12561
049754
087168
0.23562
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4.2
Michael Mkhaely

1 THA-Japan

2. THA-China

3. THA-India

4. THA - South Korea

b, Panama- El Salvador

Michael Michaely

15
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6. US - Australia

7. US - Singapore

8. US - Chile

9. Singapore - Australia

10. Japan - Singapore

11. New Zealand - Singapore
12, Bulgaria— Turkey

13, Turkey - Israel

14, Romania— Turkey
15.US- Japan

Michaely

o1 B WO N -

Michaely
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43

6%

2544

43
APodds  Pimay  Maufcued  AlPodos  Pimery  Mendfacured
Podos — Prodcs Podos — Prodliets

THA- Japan 170 9.7 159 b1 21 39
THA- China 170 9.7 159 153 143 150
THA-India 170 9.7 159 09 282 306
THA-Korea 170 9.7 159 8.7 6.0 18
Panama - El Salvador 93 11 88 14 6.4 6.7
US - Australia 40 18 39 b4 39 58
US - Singapore 40 18 39 0 0 0
US - Chile 4 18 39 80 8.0 80
Singapore - Australia 0 0 0 b4 39 b8
Japan - Singapore 51 21 39 0 0

New Zealand-Singapore 33 16 36 0 0

Bulgaria — Turkey 138 109 iV, 81 2.2 59
Turkey - Israel 81 2.2 59 11 53 81
Romania— Turkey 52 54 129 81 222 59
US - Japan 40 18 39 51 21 39

I World Development Indicators
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(Tariffication)

24% 10% 10
36% 15% 6

2529-2531

35

3
5

10

(Other aluties or Charges)

1 2538
2547
2542 2547

2542
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20

THA - Japan, THA - China, US - Australia, US - Singapore, US - Chile, Japan -
Singapore, Bulgaria - Turkey ~ Romania - Turkey 1

5
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THA- Japan

THA- China

THA- India

THA - South Korea
Panama - El Salvador
US - Australia

US - Singapore

US - Chile

Singapore - Australia
Japan - Singapore
New Zealand -
Singapore
Bulgaria— Turkey
Turkey - Israel
Romania— Turkey
US - Japan

Export
142(3)
15(4)
1005)
2001)
03
06
25(7)
03
39(9)
34(7)

12(13)
97()
21()
430)
69 ()

S
Import ~ Total Trade
246(1)  193(1)
9(3) 8.2(4)

1217)  1105)
399 290)

58(5  09(19)
180)  10(16)
(14 160)
04 04
1504 210
1405)  2500)
420)  28()
150 840
07(1)  13(19)
1) 540)
006)  83()

Export
3.9(6)
1002)
13(14)
1403)
L7(7)
8.4(4)
136(3)
Y
©)
()

40
8
6.

[ I~y

03
10(16)
216)
20(6)
246 (1)

http://europa.eu.intfconTONtrade/issUes/bilateral/coimtries/index. en.htm

4
Michagly

S
Import

0605)
14(8)
29(7)
18(10)
145()

69

Total Trade
36(0)
15(11)

20

Japan, Chin, India

South Korea


http://europa.eu.int/conTOi/trade/issues/bilateral/coimtries/index_en.htm
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GDP

ROW

45
Michaely GDP
20
US, Australia, Japan, Turkey, Ching, India ~ Korea

15
2
Panama- El Salvador ~ New Zealand-Singapore
GDP per capita New Zealand  Singapore



Panama - EI Salvador

45 GDP, GDP per capita

GDPat 2005 Rank of the

Country (millions ) World
US 12,370,000 1
Australia 642,700 17
Singapore 131,300 o7
Japan 3,867,000 4
New Zealand 97,390 %
Panama 22,160 109
El Salvador 33,890 0
Chile 180,600 47
Bulgaria 66,960 68
Turkey 551,600 20
ISrael 139,200 53
Romania 186,400 4
China 8,158,000 3
Indlia 368,000 5
Korea 983,300 15
Thailand 545,800 pil

The World Factbook

Shares ofworld income

Shares of World
income (%)
2083
108
0.2
651
0.16
0.04
0.06
03
0.11
093
0.23
031
1374
6.19
166
0.92

GDP per capita

()
41,800

32,000
29,700
30400
24,100
1.300
5,100
11300
9,000
7,900
22,200
8,300
6300
3,400
20300

$8.300

1

Rank of the
World

4

18
26
2
41
109
131
80
89
100
i
%
118
15
ol
o7



China, India ~ Korea
46
Export
Country (millions )
US 927500
Australia 103,000
Singapore 212,400
Japan 550,500
New Zedand 22,210
Panama 1431
El Salvador 3586
Chile 38,030
Bulgaria 11,670
Turkey 12490
ISrael 40,140
Romania 21,120
China 752,200
India 76,230
Korea 217,600
Thailand 105,800

The World Factbook

Rank ofthe
World

3
28
16
5
59
8
%
0
69
3
46
5
4
34
2
26

%of World
Export
10.19

113
233
6.05
0.24
0.08
0.04
042
0.13
08
044
031
821
084
305
116

Import
(millions )
1,727,000

119,600
187,500
451,100

24,510

8,734

6,678

30,090

15900

101,200

43190

38,150
631,800

113100
248400
107,000

Michaely

Rank ofthe
World

1
20
16
!
53
i
0
43
65
26
41
4
d
23
14
24

12

Japan,

%of World
Import
1824

126
198
476
026
009
007
032
0.7
107
046
04
6.6/
119
262
113



Michaely

GDP

Michagly

Panama

H-0 Model

Michaely

El Salvador

(Inter-industry trade)

456

13



74

47

48 H-0
Modl

4
New Zealand, Panama, EI Salvador  Chile
US- Chile
New Zealand - Singapore Panama
El Salvador
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US
Australia
Singapore
Japan

New Zealand
Panama

El Salvador
Chile
Bulgaria
Turkey
ISrael
Romania
China
India
Korea
Thailand

GDP per capita ( )
41,800
32,000
29,700
30,400
24,100
7300
5,100
11,300
9,000
7900
22,200
8,300
6,200
3400
20,300
8,300

World Development Indicators

(Intra-indlustry trade)

Percentage in Aggregate Production of Goods

Agriculture
8
10
0
3
20
2
2
2
29
37
12
25
2
45
8
19

Michaely

Mining
3
48
20
3l
2
3
20
2
2
26
3
13
20
2
X
17

H-0 Model

Manufacturing
60
1y
80
66
5
3
58
37
45
37
56
62
58
3
60
64

15



Linder Hypothesis

Linder

Linder Hypothesis

Michagly

Linder Hypothesis

76
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4B

Percentage of merchandise exports
Food  Agricultural raw material -~ Fuels ~ Oresandmetals  Manufactures ~ Others

US 9 3 2 2 80 4
Australia 19 5 2 16 Rl 9
Singapore 2 0 8 1 & 4
Japan 1 1 0 1 9 4
New Zealand 49 12 1 4 29 5
Panama & 1 1 2 1 0
El Salvador 34 1 5 3 b7 0
Chile 28 9 2 42 16 3
Bulgaria 10 2 6 10 66 6
Turkey 10 1 2 2 84 1
ISrael 5 1 0 1 %3 0
Romania 3 3 0 4 & 1
China 4 1 3 2 0 0
India 1 1 6 4 I 1
Korea 1 1 4 1 %3 0
Thailand 14 5 2 1 I 3

World Development Indicators

Michaely

Michaely
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Linder Hypothesis

Michaely
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