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Abstract:

The goal of this study is to examine J curve that used to
describe the short-run effects of currency depreciation on the trade
balance through an ARDL Framework during the period 1980-
12015.

Our result validates Marshall-Lerner condition and J-Curve
effect for Algerian trade in long run. This result produces spurious J
effect when oil exports may simply constitute the dominant income
of the Algerian economy implying distortions in most other sectors
Moreover, the estimated long-run ARDL model rejects the validity
of Marshall-Lerner condition for Non-hydrocarbon trade balance
while price elasticity is very week 0.07. The depreciation of Algerian
exchange rate is not expected to trade balance improvement.

Keywords: J-curve, Terms of trade, trade balance .
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In (q) = —6.18 + 0.51LNy,_, - 045LNreer,_+ 0.71LNotl,_, + 0.01M2/GDP,,

+ 0.35LNy,—; — .35LNrecr,_; + 0.31 LNoil,_; + 0.02M2 /GDP,_;
+e: (7)

R-squared =0.97, Durbin-Watson stat= 2.44, F-statistic16.43

(0.000)
XHH . M2
Ln (T) =—0.27 + 0.02LNy,_, — 0.02INreer,_; + 0.03LNoil,_, — 0.00 0P,
M2
+ 0.002LNy,_; — 0.02LNreer,_y + 0.01LNoil,_, + 0.01 ;—
JDP:—:L
+e (8)
R-squared =0.95, Durbin-Watson stat= 2.31, F-statistic
8.30(0.001)
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