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[Abstract]

Estimating Economic Effects of a Korea-Mexico FTA

Inkyo Cheong

This study reports that a Korea-Mexico FTA will have positive effects on
both economies. In addition, various cooperation measures that could be intro-
duced under the bilateral FTA will further expand its positive effects. There
may be concerns about having to restructure Mexican manufacturing industries on
account of an FTA with Korea. Bilateral trade between Korea and Mexico has
mostly been in intermediate materials rather than final goods. Further, there is a
vibrant trend of intra-industry trade in products such as electric and electronic
products, auto parts, petrochemicals and textile products. The more active intra—
trade is, the greater the possibility of industrial cooperation through an FTA.
Given such traits, a bilateral FTA would result in an expansion of strategic
alliances between the firms of each country. Given these factors, the Korean and

Mexican governments should actively pursue an FTA.

Keywords: Free Trade Agreement (FTA), Computational General Equilibrium
(CGE), Korea—Mexico FTA
JEL Classification: F15, 024, R13



