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Does Algerian trade balance asymmetrically respond to oil price shocks? Fresh evidence
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Abstract :

The economic growth performance in Algeria depends on imported capital goods as well as
oil export revenues. A decrease in oil prices may represent a heavy burden on the Algerian
economy. This study contributes by exploring the asymmetric effects of oil price shocks on the
trade balance in the Algerian economy from 1970Q1 to 2022Q4. To address this topic carefully,
we employ the relatively modern MTNARDL approach to accurately reveal the impact of small,
medium, and large oil price shocks on the trade balance in both the long and short term. The
results show that the MTNARDL model is more efficient in explaining changes in the trade
balance compared to the ARDL and NARDL models. Small changes in oil prices may be
beneficial by improving the trade balance, while large changes could be detrimental in the long
term. This may reflect the Algerian trade balance's better ability to adapt to small changes.
Keywords: Oil prices shocks, trade balance, asymmetric effect, MTNARDL, Algeria.
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