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In order to find out the trade creation and diversion of AANZFTA, the Gravity model in 
equation (2) is further modifies by including 3 dummy variables denoting the regional 
effect of AANZFTA’s export and import creation or diversion, and trade creation or 
diversion, respectively. The 3 dummy variable will be added one by one to verify the 
robustness of variable. The other 3 equations are specified as:  
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