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Abstract: 
The research aims to study the possibility of applying the elasticities 

approach using both the Marshall-Lerner condition and the J-curve to the 

Egyptian trade balance, during the time period from 2000 to 2022, using 

the OLS least squares method. The study uses the applied approach, and 
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with regard to the variables of the study, annual data was used for all 

variables. The independent variables were global income, national income 

and the exchange rate. These variables were then measured in two tests, 

the first test was the elasticity of exports and the second was the elasticity 

of imports as dependent variables in two regression models. According to 

the elasticities approach, the Marshall-Lerner condition, and the J curve, it 

was supposed to prove the following economic effects: First effect: An 

increase in the relative prices of local imports, which reduces the local 

demand for imports and thus causes a decline in imports. The second 

effect: a decrease in the relative prices of local exports, which increases 

foreign demand for exports and thus creates growth in exports. The third 

effect: the possibility of reducing the deficit in the balance of payments in 

general and the trade balance in particular. The research proved the 

existence of an inverse relationship between the exchange rate and 

exports and also the existence of an inverse relationship between the 

exchange rate and imports, which indicates that the validity of applying 

the elasticities approach to treat the deficit in the Egyptian trade balance 

has not been proven. 

Key Words: Elasticities Approach, trade balance, exchange 

rate, Balance of payments adjustment, J-Curve. 
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 رابعاً: النموذج:

Time series data

Dynamic analysis
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World development indicators database

Testing of Stationarity
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Spurious Regression
Unit Root 

TestAugmented 
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 ADF 

 
Level 

First 
Difference

EXP-0.5645120.4605-3.2776780.0024 

IMP-0.420241 0.5193 -3.535791 0.0013 

X1-0.378427 0.8962 -3.594732 0.0157 

X20.179803 0.9643 -3.048882 0.0473 

X3-0.463211 0.8802 -3.318017 0.0277 

E-views 9 
 

 PP 
 

Level First 
Difference

EXP-1.067924  0.7083 -3.215037  0.0341 

IMP-1.538296  0.4952 -3.361078  0.0254 

X1-0.370323  0.8976 -3.456312  0.0209 

X2 0.179803  0.9643 -2.657272  0.0107 

X3-0.463211  0.8802 -3.297740  0.0289 

E-views 9 
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E-views 9 
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Godfrey Serial Correlation LM Test (BGLM) F
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 exports Imports  exports Imports 

F-statistic 4.345585 5.158086     Prob. F(2,19) 0.1311 0.2187 

Obs*R-squared 7.743891 8.624194 

    Prob. Chi-

Square(2) 0.1208 0.2134 

E-views 9 
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ARCH 
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F-statistic 0.216850 0.217208     Prob. F(1,27) 0.6467 0.6465 
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