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Abstract:

This paper empirically investigates the impact of the Algerian dinar exchange rate
against the US dollar on the trade balance using annual observations over the period 1992-
2017. The price of oil is included as an independent variable along with the exchange
rate. The analysis is based on the bound testing approach of cointegration presented by
Pesaran, et al (2001). The empirical findings suggest that both the exchange rate and oil prices
have a negative impact on the long-term trade balance. However, the impact of higher oil
prices has been positive on the short-term trade balance. The value of the error correction
coefficient, estimated at 59.43%, indicates the relative rise in adjustment towards long-term
rebalancing.
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