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THE NETWORKING RELATIONSHIP BETWEEN EXCHANGE RATE AND THE TRADE BALANCE FLUCTUATIONS « THE
STATE OF EMERGING ECONOMIES »
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Abstract:

The exchange rate is considered the mirror of the state’s commercial position with the
outside world through the relationship between exports and imports, as it represents the tool
that reflects the basic data of the economy under study represented an indication of the extent
of the local economy’s connection to the global economy through its competitiveness, in other
words that the external value of the local currency for local products, goods, services and
assets to penetrate the highly competitive global markets. The forces of supply and demand
for a country's currency are also related to the position of the trade balance, in which the
exchange rate and the various policies associated with it play an important role in the position
of the balance (deficit or surplus) at the various levels of response to exports and imports
(related to all economic sectors). Our study aims at the importance of the effect of the adopted
domestic policy on the movement of the currency's price and thus enhancing its value
internationally or its deterioration resulting from the weakness or strength of the country's
commercial position on the global level.

Keywords: Trade balance; Nominal, Real and actual exchange rates; Floating exchange
system; Managed exchange system; Devaluation; Exports and Imports; Forex reserves.
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