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ABSTRACT

This analytical paper investigates how the exchange rates influence the trade
balance of Myanmar. The main objectives of this paper are to analyze the different
impacts between currency depreciation and appreciation on the trade balance of
Myanmar, and to determine the impact of an exchange rate on the trade balance of the
country. The appreciation and depreciation of currency reaction to the trade balance is
examined by uses the Switching Regression Model. The study applies time series data
from 1988 to 2015 for estimates trade balance as a function of the exchange rate. In
Myanmar, the official exchange rate has been fixed over three decades, while the study
applied market exchange rate which operate in economics activities. The result shows
the market exchange of currency depreciation did not significant effect on the trade
balance of Myanmar; this means currency depreciation does not improve the trade
balance. When the currency is appreciated, the trade balance may reduce. Therefore, the
policy makers should consider other factors which could also effect the trade balance

apart from only the exchange rate policy reformed.



