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As economic interdependency has deepened with increasing number of FTAs and
EPAs, there have been burgeoning literature estimating economic impact of FTAs. However, few studies

have analyzed the FTAs" liberalization effects of trade in goods and services as well as investment
by applying dynamic computable general equilibrium model. We developed a dynamic global CGE model
and constructed multiple policy scenarios, and we estimated the economic impact of FTAs. With a
gravity model of FDI inflow and bilateral investment treaty, we applied resulting estimates to our
policy simulation. We quantitatively identified FTA's liberalization effect arising from reducing
import tariffs and barriers in services trade, improving logistic of merchandise goods, and
investment commitment in FTAs. Among the liberalization effects, investment commitment significantly

contributes to welfare gains. These are the fruits of collaborative research at the Center for
Global Trade Analysis, Purdue University.
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Figure 3.3 Eftects of the RCEP on ASEAN’s Real GDP (Cumulative Deviation from the
Bascline, in percent).

Note: (S1) removal of tariffs, (§2) S1 + logistics improvement, reduction in services trade barriers,

(83) 82 + investment commitment.

Source: Author’s simulation results.
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Figure 4: Effect of Import Tariff Removal and Sunk Costs Reduction on Welfare (%)

Itakura (2017) p.15.
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