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EEWANSE = Sap a5t

P = HER (gravity equation) IXEFE S0 £ =571
ThHOH, BEBRAMTRBILFELNEY -V TH S

P SEFE QBRI DEHIB

> S TEEBL (2025 ) DEERSH
P BREXIT D254
P> oo T ADEBHIE DB

P Financial Times @ 1 [ % ffii > 72— D€ 7L (Figure 1)
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REENETNEERDD

BHEFARERNTOOHA (Box 1) :
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2.
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HNETNLVDOEAKRIE (Equation 1)
CEMEE X, (8 p o ~oR) 1
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Ll. The Gravity Model. Why Study 1t? Why So Popular?

1 EEA (Box 2 . Vi vs. B 5)

WEZEOE S HEDES]
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Hl2 B0

b EHFEREEBROESHEE THEORICIEREICEHWNT v
cEd 7255 (MHEIRE= 0.99)
D EHER R E AR CLE L HEEE
P HEEES R = WEEE SR
P BiEE. HESE. HEMEREZEZ EENXE S
P RTA XE G EHEINXE 3
P rurtrTay -, Bi - IEEERLAALOWTRT
HIHET 2
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M3 M (Box 3)

Mziiry) BEHREER : M. Bk, GDP. AH. BAFEE, s
HotE (RTA), BB, mtiibha:. i, JERERAE. WTO N
W, BIRIFRE. EU. @@ E, FDI MR, MRMBIGR, HiEEEE..

rEDEH%L) BZREER : fIEOHE, SE®EY. (58, Covid,
Brexit. i {EdE, FEEF. HUANAOE SIREE, ik - MEYREREYE,
EABL, VAT, AV v 7 - U= Fhv 7 #l#FE (a7
DY), BT A, R ERBHE. 7 > SRR

FRMEDEDOMORIE : PEM - FE3 - BFTL L TDMr, FDI -
BRZEADILH, BEREY 7 Vv 2 7 TOREPES
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P 4 ¢ BXE R BEm A9 EAE (Figure 3)

[l —DENTEAPE-ROM R HE X2 !

> VH—FETIL

P ATy —=F—YVETIL

> HERFESET L (Krugman &)
P FHRERET L
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2.1 MERE 11 /723N (Equation 2)
raztryayORENENTER

Y.E. / t..\?
X, =" 2
U=y \1T,

FAN2ES (Eq. 1) ED3DODEW .

1 HRERY: “EHEHES S HRERIC LD 2 B EOHG I
Bls %

2. BH Y, vs. X E; : TthE Q@Y 2 SIBIZAEERES, EA
ENXHERE

3. ZANBRERT,, T,  —EHOESZEEO —ER#EMZ
TR, MEEDEGa X MIHKFT S
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ZHNEZEH 13 (Figure 4)

TREDBERER :
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BEDSEWN
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RNV T —ZANDHLIR (Equation 3)
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ijt = & %k s »Js Uy
vk \1hTh,

b EfAEI L ESEE 7 EZ—LRAANDIR (EEDL
AOLTHAT)
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22 HEGIEE | HEEANDTRIE
SHWRFEM | EEHR GHE - AR caykr—1L
ROIUE, I L EOHS 2N TR, BB ORI
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EHLANILDOFEEHM : HHIT WL R IEF LNV THHRLT S —
PESL « PEZER D73 HT AT HE
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5 ODH#EE 7 71 —F (Figure 5)

Naive Gravity — Structural Gravity — Panel Gravity — HDFE
Gravity — Multiplicative Gravity

ETL R EERNR HETE 1%
Naive B KL OLS
Structural B fmHE - @AE OLS
Panel RF EHE x F - BWAE < £ OLS
HDFE 2F B+ ZEERT oLS
Multiplicative 2% LFFZEFIUT PPML
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Naive Gravity (Equation 4, 5)
Step 1: Eq. (1) ZXEZEHT %

In(X,;) = n(G) — 01In(T};) + In(Y;) + In(Y;)
Step 2 : MV ZHC S uF o R EHT S (GDP - Bl - RTA)
Step 3: FfTEET L ZTEHSES

In(TRADE, ;) = B¢ + 81 RTA;; + 85 In(DIST, ;)
+ B3 1n(GDP;) + B, In(GDP;) + ¢

(FERfE - GDP) OfREIIHENIM L LTHIRTE 2
ZH (RTA) OFIE : [exp(B,) — 1] x 100 (%ZAL)

M%
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Structural Gravity (Equation 6)

i thE - A EEE R 2B 5

In(TRADE,;) = B¢+ 3,RTA;; + B, In(DIST ;) + 7, +1); +¢€;; (6)
P, EHEEESR (EEEECOWT1ID0X I —25)
P o, EAEEESHR EEAEICOWT 120X I —ZH)

RIS (i) B - X ZANESERAOm 22y ba—LTE
% (i) BEHEHETY 7 v Y 2 T TRBICEETE S

Rt EHE - A EEE OZB ORI R T E 20w
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Panel Gravity (Equation 7)
ROt 2B L, EERNRBIFLEICT S .

In(TRADE,;; ;) = By+B,RTA,; ;+ B, In(DIST, ;) +m; , +b; , +€;5 4
(7)
P, EHE < SEEERIR
P o, EAE < SRR R

BB -

P IDELDT—& > X OREELHE

P RTA DRIROEFAHIZAL (1990 £E4X vs. 2000 FR0) % 4R
TE%

> Ll ZLONAZO—HHEZEMZEETE TR
(= HDFE~)
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HDFE Gravity (Equation 8)
“EHRRTEEMRZ BT S

In(TRADE;; ;) = By + BiRTA,; 4+ + mp + 05 + €50 (8)

> v, CEER T EEDNR AL 0 " ERZER % 3 TR
B8 1 In(DIST,;) 33 IEPHIRINCED BREARL
F=:

> IAZ O EMZE (BEAE - B - @S8R YY) 293X T
oy hra—ib

P BORZE (RTA - EU - #3742 E) DR ZMPIEAIT X 2

P KT — X UINEE DB 2 KRS 5
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Multiplicative Gravity : OLS D@ 5

OLS IZiZ 2 D DM D % -
1. POESME : In(0) PERSI LW, YuE g %Rt
LRI 670

2. R¥EY—38AMEIRE | Jensen's inequality 12X D, NEI—7HID B

T OLS ix—HEERE%2 5 2 72\ (Santos Silva & Tenreyro,
2006)
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Multiplicative Gravity (Equation 9)
BRIREE | LT PPML H#EE

TRADE,; , = exp[fy + B1RTA; , + iy + 7 + 9054 X €554 (9)

b LR EZOEEMH - Y5 E L2 REE
FrTRE

P RE—SEUIH L TRrAZ b

> FREORIL OLS & [H—
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HEmD o HEE N (Box 5)

EibEy=)

R

HEH vs. THZEaY Fr—L
ZHNESEHAT a2 ba—L
RAZo _EHEEHEZaY ba—L
RZO_HEHHEEHEZa Y ba—L
Yugg7u—%ariru—n

HE (RFE) - @AE (KL BERR
EHE (L) - WAE R BEEZHE
ZEBER T EESR FEREER)
BEZE R T — & ¥ BURER

PPML #E &
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7 —& : GU (Gravity for Undergrads) 7 —&+t v k

> PR 2025 4FE 3 AR RO ERHE S 7 —4 (UN COMTRADE,
World Bank WDI 5§)

P gk RO A7 100 A E. 1990~2023 4

> FRIRE  HFREH D 98.9%. HHEA D 97.7%. R GDP @
98.3%% H N —

> ERIE : 320,920 fF

R NE HiFT

Trade “HMLEHES% (%HFL)  UN COMTRADE
Distance ANENERERE (km) USITC DGD

RTA HIE PIHEX I — Mario Larch's database
EU EU ML 3 — European Commission

GDP_Exporter/Importer it A\[E GDP (%H K1) World Bank WDI
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7 — X DWEiE (Figure 6 DIRFE)

HFK e XFT - KED 3 AE, 1993~1995 EDH :

b _EHEEGEIAE L, BT, ETICERT S

p FEEEE ST T (HE L)

P RTA . I FX=kEFNT 1989 FEH 51, HFX=XFTa K
E=X*3 2131994 4121 (NAFTA)

» EU:3AEEr 3o (EUIEME)

& E R DB

P CAN_exp_1993 : 1993 D & F X D i H [ [FH & %) 5=
P USA_imp_1995 : 1995 4F D KI[E i A [E[E 7 #h 5
P MEX_CAN : X ¥ ¥ a—>hF X0 FHHR7 EERR
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Ry =3« T —RDFLAIAA

library(readr); library(dplyr); library(modelsummary)
library(fixest); library(penppml)

data <- readr::read_csv("Gravity_Undergrads_Data.csv")
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SRS & A e
OLSHEiE D72, F5 4 - Bl - GDP Z LT 5

In(Trade), In(Distance), In(GDP_Exporter), In(GDP_Importer)

data <- data %>%
dplyr: :mutate(
Iln_trade = log(Trade),

1n_dist = log(Distance),
In_gdp_exp = log(GDP_Exporter),
1n_gdp_imp = log(GDP_Importer)

)

FE D In(0) = —o0o0 22 EREFIE OLS HEED SR T 2
(PPML #EEIZt e 24 % %)

32



FED D DEAET IV
4. Hands-on Gravity: The Effects of Distance, RTAs, & the EU

#E 32— F : Naive * Structural Gravity

# Naive Gravity (2023 4F - ¥ uE G
naive <- stats::1m(
In_trade ~ 1ln_dist + RTA + EU + 1n_gdp_exp + ln_gdp_imp,
data = dplyr::filter(data, Year == 2023, 1ln_trade != -Inf)
)
# Structural Gravity (EHIE - A EBEERIHR)
structural <- fixest::feols(
In_trade ~ 1ln_dist + RTA + EU | Exporter + Importer,
data = dplyr::filter(data, Year == 2023, 1ln_trade != -Inf)
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4. Hands-on Gravity: The Effects of Distance, RTAs, & the EU

#eZ 2 — F : Panel - HDFE Gravity

# Panel Gravity (EHHE x 4F - @AE ~ FEEZNR)
panel <- fixest::feols(
1n_trade ~ 1ln_dist + RTA + EU |
Exporter~Year + Importer~Year,
data = dplyr::filter(data, 1ln_trade != -Inf)
)
# HDFE Gravity (“EMR7EEHRZEH)
hdfe <- fixest::feols(
1n_trade ~ RTA + EU |
Exporter~Year + Importer~Year + Exporter”Importer,
data = dplyr::filter(data, ln_trade != -Inf)
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4. Hands-on Gravity: The Effects of Distance, RTAs, & the EU

HeEa— R PPML (RiLER)

# TR~z (EERRM)
data$Exporter <- as.factor(data$Exporter)
data$Importer <- as.factor(data$Importer)

data$Year <- as.factor(data$Year)
# FUERI A D2 (1751 - W BB

data$RTA <- as.numeric(data$RTA)
data$EU <- as.numeric(data$EU)

data$Trade <- as.numeric(data$Trade)
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4. Hands-on Gravity: The Effects of Distance, RTAs, & the EU

Hega— R PPML (HEE)

multiplicative <- penppml::hdfeppml_int(

y = data$Trade,
x = data.matrix(datal, c("RTA", "EU")]),
fes = list(

interaction(data$Exporter, data$Year),
interaction(data$Importer, data$Year),
interaction(data$Exporter, data$Importer)

)
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4. Hands-on Gravity: The Effects of Distance, RTAs, & the EU

Table1®a— K

modelsummary: :modelsummary (
list("Naive" = naive, "Structural" = structural,
"Panel" = panel, "HDFE" hdfe),
output = "kableExtra", stars = TRUE,
gof_omit = "R2 Adj|R2 Within|AIC|BIC|Log| F|RMSE|Std",
title = "Table 1: Gravity Model Estimates"
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HEEAGIR ¢ Table 1

(1) Naive  (2) Structural (3) Panel  (4) HDFE (5) Multiplicative
In_dist —1.179* —1.473* —1.583"
RTA 0.664* 0.236* 0.147* 0.103* 0.076*
EU 0.900* —0.261" —0.526™ 0.427* 0.273*
N 9,564 9,564 288,085 288,085 320,920
R? 0.643 0.759 0.772 0.897 —
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Naive Gravity DR D AR

P In_dist (3, = —1.179) : FREEAS 1%8NF 2 & & 513
1.18%JHA 3 %

P> RTA (3, = 0.664) : RTAIXE 5% 04% M€ 3

[exp(0.664) — 1] x 100 = 94.25%

P> EU (B, = 0.900) : EU MIBLIE S % X HIcKE X ¢
% (RTAZISR L TA LKD)

P In_gdp_exp, In_gdp_imp (F#71.35, 1.14) : GDP » KX
W EZI3EMNT %

P R2=10.643: /=572 5 DDHIAZET 64% D 73U AT
%3
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Structural Gravity DAGER DR

B (2) Tl - A EEERRZEH (GDP BRI

P In_dist (—1.473) : BHEENROMHMEDER T 2 (ZAHIE
SERDa Y a— L8

» EU (—0.261) : EU OREDEICZ %

SZANEGERZZRB T2, EUMEEIIZIEEUELD B
FEFNCIINZ L TR WnWz), EURTRIZNEILSRZ S (X
LIS ED?)

— ZHAUIETLVDIED TIE L, B THIZEN S Z 2T
»H3

P R2=0.759: Y TEEHrHETS
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4. Hands-on Gravity: The Effects of Distance, RTAs, & the EU

Panel + HDFE O [t

Panel (313) :

> 7 —XBEHKIEHEMN (N = 288,085)
P EURBAKRE A D INEBEMRTa Y ba—L§ 5205
—ERR AT RS &

HDFE (314) :

P _EHEAR7EERREZIEM — In_dist AAREIZ

P EUREHIE (0.427) ICEEL % © EU ZhRZmbcikn© =
TW5

P R2=0.807: 4 TI%hrKIERE
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4. Hands-on Gravity: The Effects of Distance, RTAs, & the EU

Multiplicative (PPML) D LL#R

Multiplicative / PPML (%1 5) :

> YuEGEEEBE (N = 320,920) Zf#H
» RTA (0.076 ~ 8% ). EU (0.273 ~ 31% ) O%MEZHEE
P R?FHG v GEEHE E)
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4. Hands-on Gravity: The Effects of Distance, RTAs, & the EU

PEHERRSE D 7 5 2R ) ¥ 2D WNWT

P EHOHEE THEAERAE T ¥ 5 D DIIHEL S BT e
P EFOHERE (HEEa~ Y NI
cluster (Exporter#Importer) & 7> a Y ZBIT %
P FREOHEMIZZED S S, BEEREDAZENTE (hEL D
RKELDHRED S 3)
» EimHHAUX Blame it on Yotov!] EEHEZTLW
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fafE - R RHEE T T (Equation 9 F§1§)

TRADE;; , = exp[B1RTA; ; + BoBU,; , + i + 7,4 + 0,4 X €454

COETFIINEHER - ZETEIE. LUROAEEICR S -

P RO _EREER (- BERFEEZ ) ORREHEETE S

> BAEO_EMERE (R - AERHEERR ) ORE . <
7 EERNRZFRL T2 THETZ 5

> REAMNGEZRX « BRI ORI 2 HE LHERTE 2
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ERals)

> EHAERNIEZMIE - BUROHO (FHETL) THD,
FEAIC & o T D 2EMIEMED E W

P IBEE (Section 2) : [A—DEHHEANZ K O HEH
b, ZHNEZER - EitL L OFME - B - P
Hvs. THOXBIDEEZHRNISETH B

P #FE (Section 3) : Naive — Structural = Panel = HDFE —
Multiplicative (PPML) DEFEHIFERE, &R T v 7 CTHEmH
BREIEETNVICHAAT

P SREE (Section 4) : HREIZE S 2 HRICE P EHE S, RTA L
EU X GEYNCHEE THUD) BR e ARICHENEE 2
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