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Abstract:

This research estimates the potential implications of the
implementation of the US-Egypt Free Trade Area in terms of trade,
welfare, and revenue effects. By applying the WITS-SMART
simulation model on 2019 disaggregated international trade data,
the research finds that Egyptian (American) exports to the US
(Egyptian) market are likely to surge by US$ 388.9 (441) million
annually while promoting net gains of US$ 89.8 (65.9) million per
year. However, revenue losses are imminent as Egypt (USA) might
experience a drop in tariff revenue of US$ 281 (183.6) million per
year. Overall, the free trade area is expected to enhance bilateral
trade between both countries. To maximize the welfare gains, the
research recommends that both countries should liberalize bilateral
trade from non-tariff measures NTMs and encourage a substantial
part of bilateral direct investments and formulate rules of origin for
products that can be attainable individually and/or the origin
accumulation rule with the other partners in the MENA countries.
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