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Executive Summary

An Analysis on Trade Patterns with Chile
after the Korea-Chile FTA

Jun Gu Kang and J Hyun Park

For five months since the implementation of the Korea-Chile FTA,
import has recorded $800 million with 89.9% of increase, while
export increased by 37.9% recording $290 million. The following
trade deficit has amounted up to $510 million, which was a great
increase of 140.8% compared with last year. This brought about many
doubts about the FTA with Chile.

According to this study, the aggravation of the trade deficit to
Chile resulted largely from the hike in international copper price and
from the increases in import, partly due to trade creation and diversion
effects of the Korea-Chile FTA. During April and August, raw
materials made a crucial impact on worsening the trade balance, the
exceeding import value of the first nine raw materials from Chile
amounting to $260 million due to the increase of internationa prices
of raw materials. At the same time, the value and amount of raw
material imports has increased at the higher rate than the previous
year. Moreover, the Korea-Chile FTA was analyzed to affect the
increase of imports through trade creation and diversion effects. The
agriculture and livestock imports from Chile increased more or less
and this was seen as a trade diversion effect. However, their impacts
on the domestic market were analyzed to be trivial, with less than



1% of Chilean imports in total agriculture and livestock imports of
Korea and 4% of those in total imports from Chile. In case of
manufactures, exports of automobiles, communication eguipments,
machinery and electronics, in which much interest was had during
the negotiation process, increased remarkably.

Although limited, this analysis on the 6 month trade effect after
effectuation of the FTA shows that it satisfied the goal of negotiation
- minimizing internal shocks and enhancing benefits of both countries
through gradual liberalization. However, considering the gradual tariff
liberalization schedule of the Korea-Chile FTA, we need to recognize
the opportunity of structural reforms in relatively weak areas.
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