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In this paper, we analyse how the trade balance between the Association of Southeast Asian Nations (ASEAN) and China
responds under different currency arrangements, specifically when the US dollar (USD) is used as a payment currency
versus when it is not, by employing the NARDL estimation method. The results demonstrate that the decline of ASEAN
currencies, irrespective of the currency utilized for payment, leads to a deterioration in ASEAN’s trade balance with respect
to China. Moreover, the upswing of ASEAN currencies relative to Chinese yuan (CNY) or the USD has a negligible impact,
which suggests asymmetrical responses of the trade balance. In addition, ASEAN’s income plays a crucial role in shaping
its trade balance, exerting a noticeable negative influence. The findings of this paper imply that a devaluation policy is
inapplicable to ASEAN'’s trade balance with China, and the increased usage of the CNY may not strongly affect their trade

outcomes.
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Introduction

Cross-border sales of goods may be priced in the
domestic currencies of the two parties or in that of a third
nation commonly used as a global invoicing currency
(Goldberg & Tille, 2008).

For many years, the USD has been predominantly used
for invoicing the exports and imports of manifold countries,
even in transactions that do not involve the United States
directly (Ito & Chinn, 2014; Gopinath et al., 2020; Boz et
al., 2022). Hence, it is no wonder that the USD has become
the most widely used currency globally, occurring in nearly
88 % of the total international transactions, which is more
than double the proportion of Euro (BIS, 2016, 2019). And
it is not surprising that the USD is largely utilized in the
trade involving the EU and external partners, despite the
Euro’s widespread global usage (Eurostat, 2019). Further,
in the trade of other countries, especially emerging market
economies, the dominance of USD is indisputable. For
instance, in the exportation of Asian and Pacific economies,
the shares of USD were always larger than 80 % over the
period 1985-2012 (Ito & Chinn, 2014). Similarly, Asian
developing nations utilized the USD in more than 75 % of
their exports over the period 2005-2015, while the statistics
from Latin America ones were nearly 100 % (Boz et al.,
2022). Moreover, China also makes substantial use of the
USD in its foreign trade; for example, in 2015, 90 % of its
trade value with Russia was conducted in USD (Dobson &
Masson, 2009; Simes, 2020). In addition, for ASEAN
countries, the USD also plays the dominant role in their
international trade (Bao & Le, 2022).

Despite the dominant role of the USD in international
transactions, it has been overlooked in a wide range of
research examining the impact of exchange rate movements
on balance of trade dynamics, especially in bilateral and
sectoral contexts. This is the limitation of existing studies,

which can cause the inadequacy of important findings. For
instance, Bao and Le (2021a) documented that the ASEAN-
EU trade balance improved when the payment currency USD
was used, but showed no significant response otherwise.
Thus, no significant result would be identified if excluding
the influence of the USD as the main settlement currency. In
addition, for trade flows between selected Southeast Asian
economies and European countries, the omission of the
USD’s role in invoicing was associated with a reduction in
significant empirical findings (Bao & Le, 2022). Hence, the
role of the USD should not be neglected because it can
strongly influence a country’s trade dynamics with global
partners (Gopinath et al, 2020; Boz et al, 2022).
Specifically, companies frequently employ the USD for
settling their exports, and thus the exchange rate between a
nation’s currency and the USD has a greater influence on its
trade volumes with other countries than the direct exchange
rates between its currency and those of its trading partners.
Therefore, neglecting the influence of the USD in researching
trade balance could lead to an incomplete analysis.

Although both ASEAN and China are the crucial
trading partners of each other, there is a lack of research
investigating the link between exchange rate movements
and trade balance outcomes in their trading relationships.
Additionally, no research has scrutinized the importance of
the USD when it is employed as a payment currency in
ASEAN-China trade. Motivated by the deficiency of
empirical results in the existing literature, the objective of
this paper is to investigate how the trade balance between
ASEAN and China is influenced by payments in USD
compared to payments in local currencies. Specifically, the
payments in USD is represented by the exchange rate
between the USD and ASEAN currencies (hereafter denoted
as RUSD). And the payments in local currencies is reflected
by the exchange rate between the Chinese yuan (CNY) and
ASEAN currencies (hereafter denoted as RCNY).
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The contributions of this paper can be summarized as
follows: to begin with, it is the first study to compare the
effects of payments in USD and payments in local
currencies on ASEAN-China balance of trade. Moreover, it
is also the first to analyse the nonlinear adjustments of the
trade balance when the vehicle currency is used and not
used. In addition, this paper can provide detailed empirical
evidence and useful implications when China would like to
facilitate the application of the CNY in the global trade and
reduce the reliance on the USD (Huang, 2019; Yeung,
2021). Namely, in the de-dollarization process, ASEAN is
one of the most important trading partners that China can
facilitate the share of the CNY and discourage that of the
USD in its exports and imports (NikkeiAsia, 2018; Reuters,
2019). Specifically, with the strong demand of Chinese
products by ASEAN, China may have the advantage in
bargaining power, which helps foster the use of the CNY in
the trade with ASEAN. The findings of this paper indicate
that the RNCY and the RUSD have relatively similar effects
on ASEAN-China trade balance. Hence, increasing
payments in CNY and reducing payments in USD would not
significantly affect the trade balance between the two parties
compared to before. Thus, China and ASEAN can foster the
share of CNY in their trade without facing a considerable
decline in their trade balances.

The remaining structure of this paper begins with a
review of relevant literature. And the subsequent part
outlines the methodology and data used in analyses. Then,
the empirical findings are presented and discussed. Finally,
the paper concludes with key insights and provides
implications derived from the findings.

Literature Review

Before Magee (1973) introduced the concept of the J-
curve effect, the analysis of exchange rate effects on trade
balances primarily relied on the Marshall-Lerner condition,
which holds that a depreciation is beneficial if the combined
absolute values of the price elasticities of demand for
exports and imports exceed one (Bahmani-Oskooee &
Mitra, 2010; Bahmani-Oskooee & Zhang, 2014). This is a
method to indirectly assess how trade balances respond
under the influences of exchange rates by estimating the
export and import functions separately (Rose, 1991;
Bahmani et al., 2013; Bahmani-Oskooee & Zhang, 2014).
Moreover, the Marshall-Lerner condition is purely about the
connection of trade balances with exchange rates in the long
run, thus lacking the short-run dynamics (Bahmani-
Oskooee & Mitra, 2010). As documented by Magee (1973),
a trade balance may not immediately react to currency
depreciation, to wit it can temporarily worsen and then
increase, which resembles the image of the “J” letter.
Bahmani-Oskooee (1985) introduced a method for detecting
the J-curve effect, which requires analysing how the impact
of exchange rate changes unfolds over time through the
examination of lagged exchange rate coefficients. Later,
Rose and Yellen (1989) introduced another approach to
verify the J-curve phenomenon by detecting whether the
trade balance is discouraged in the short run and then
fostered in the long run.

Grounded in the above-mentioned frameworks,
manifold papers investigated the roles of exchange rates in
shaping the trade balances of many countries and territories.
Recently, exchange rates were found to exert nonlinear
impacts on trade balances (e.g., Bahmani-Oskooee &
Fariditavana, 2016), and the nonlinear connection between
these two variables became the focus of many papers (e.g.,
Iyke & Ho, 2017; Bahmani-Oskooee & Fariditavana, 2020;
Bao et al, 2023). Accordingly, empirical evidences
regarding the nonlinear effects were documented across
various countries, and the NARDL approach was
considered more effective compared to the traditional
ARDL model (e.g., Bahmani-Oskooee & Aftab, 2017;
Bahmani-Oskooee & Nasir, 2019).

The J-curve effect in ASEAN nations has also been
inspected by multiple scholarly works. At aggregate level,
several studies have examined how fluctuations in the
exchange rates of ASEAN countries influence their trade
balances with the global economy. Some examples include
Arize (1994), who analyzed five countries; Phong et al.
(2018) for Vietnam; Yusoff (2010) for Malaysia;
Kyophilavong et al. (2013) for Laos; and Bahmani-Oskooee
and Kanitpong (2017) for Malaysia. With the applications
of different methods such as VECM, ARDL, and NARDL,
they reported distinguishable findings even for the same
country. For instance, Yusoff (2010), using a VECM
approach to examine the case of Malaysia, found that the
depreciation boosted the trade balance from the first quarter
of 1977 to the second quarter of 1998. However, when
Bahmani-Oskooee and Kanitpong (2017) used quarterly
data over the period 1975-2016 and applied newer
estimation methods, they documented no impact for the case
of Malaysia. Thus, dissimilar methods and time spans can
lead to different results. Moreover, results from studies
conducted at the aggregate level are highly sensitive to how
the rest of the world is represented in the analysis,
particularly in terms of which and how many countries are
included. This sensitivity adds to the issue of aggregation
bias.

Thus, to decrease the aggregation bias, partner-specific
and sector-specific analyses have been conducted. Some
bilateral-level papers were published for the cases of
Malaysia (e.g., Baharumshah, 2001; Bahmani-Oskooee &
Harvey, 2010), Thailand (e.g., Bahmani-Oskooee &
Kanitpong, 2001; Brahmasrene & Jiranyakul, 2002),
Singapore (e.g., Wilson & Tat, 2001), Indonesia (e.g.,
Bahmani-Oskooee & Harvey, 2009, 2017), Cambodia (e.g.,
Bineau, 2016), Laos (e.g., Kyophilavong et al., 2018), and
Vietnam (e.g., Lee, 2018). In most of the aforesaid papers,
large trading partners of ASEAN members (e.g., China, the
UK, the US, and Japan) were usually included. For example,
A study by Bahmani-Oskooee and Harvey (2009) showed
that, during trade with the US and China from 1974Q1 to
2008Q4, Indonesia’s trade balance was unresponsive to
exchange rate changes, whereas it improved in trade with
the UK and Japan. Meanwhile, a subsequent research by
Bahmani-Oskooee and Harvey (2017), covering the data
from 1990Q1 to 2015Q4 and using the NARDL method,
found the negative effect of Indonesian rupiah depreciation
against the CNY on Indonesia’s trade balance with China,
while the outcome for Indonesia-US trade was positive.
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Hence, the results from partner-specific analyses also
depend on time, methods, and trading partners.

Sectoral-specific analyses have also been implemented
for several ASEAN countries, especially Malaysia. For
instance, Malaysia-China trade at sectoral level was
examined by Soleymani and Chua (2013) as well as
Bahmani-Oskooee and Aftab (2018). When using the
ARDL method, the former research reported that 18 out of
52 Malaysian industries’ trade balances grew when
Malaysia ringgit (MYR) declined in value compared to the
CNY in the period 1993Q1-2012Q4. The latter research
utilized the NARDL approach to inspect the trade balances
of 59 Malaysian industries traded with China between
2001M3 and 2015M12. The findings indicated that the trade
balances of nearly 33% of Malaysian industries were
asymmetrically facilitated by the depreciation of the MYR
against the CNY. Namely, for example, in the Electrical
Machinery industry that occupied around 27.6 % of total
Malaysia-China trade value, its trade balance improved
when the MYR depreciated but were unresponsive to the
appreciation counterpart. Besides the Malaysia-China trade
examined by the two aforementioned papers, the Malaysia-
EU and Malaysia-Singapore counterparts were also
investigated (Bahmani-Oskooee & Aftab, 2017; Bahmani-
Oskooee et al., 2016). For instance, Bahmani-Oskooee et al.
(2016) analyzed Malaysia-Singapore trade at sectoral level
from 2000M4 to 2014M 12 using the NARDL approach and
demonstrated that short-run asymmetries happened in
nearly all sectors while the long-run ones occurred in around
31% of the sectors. The evidences of short-term and long-
term asymmetries in the responses of trade balances were
also found in Thailand-China (e.g., Bahmani-Oskooee &
Kanitpong, 2019) as well as Vietnam-US trade (e.g., Ho et
al., 2021).

The J-curve literature for China is also available at the
aggregate, bilateral, and industry levels (e.g., Brada et al.,
1993; Zhang, 1999; Bahmani-Oskooee & Wang, 20006,
2008; Bahmani-Oskooee et al., 2018). Noticeably, most of
the existing papers about China centered on China—US trade
relations (e.g., Narayan, 2006; Upadhyaya et al, 2020;
Wang, 2020), possibly because they are the largest
economies in the world, and the ongoing trade tensions
between China and the United States have attracted
significant interest from scholars. Although ASEAN ranks
among China's major economic partners, no research has
investigated how exchange rate fluctuations affect the
overall bilateral trade balance between them.

Many existing studies overlook how invoicing in a
dominant currency, such as the USD, influences trade
dynamics, which may partly explain the lack of key insights
in a global economy where the USD plays a central role
(Bao et al, 2023). Nevertheless, some studies have
recognized the influence of vehicle currencies, particularly
the USD, when examining how currency values affect trade
flows among countries other than the United States. For
example, Yang and Gu (2016) examined China-Singapore
trade flows and indicated that both China’s imports and
exports with Singapore deteriorated when the CNY or
Singapore dollar depreciated against the USD in the period
1993M1-2013M12. Nhung et al. (2018) analyzed how
currency movements influenced economic exchanges
involving Vietnam and Japan from 2001Q1 to 2017Q3.

Their approach included examining the USD/VND rate to
reflect broader invoicing practices, as well as the JPY/VND
rate. The study found that both exchange rate measures had
a significant impact on Vietnam’s trade dynamics in relation
to Japan. Recognizing the importance of the vehicle
currency USD when it is utilized in nearly 90 percent of
Vietnam’s global trade activities, Bao and Le (2021b)
explored how the USD/VND rate influenced Vietnam’s
balance of trade with respect to 27 European Union member
states along with the United Kingdom. The findings from
the NARDL estimation showed that the USD/VND rate had
more statistically significant effects on the balance of trade
than the exchange rates between local currencies. Bao and
Le (2021a) emphasized the significant influence of the USD
in shaping exports/imports flows between ASEAN and the
European Union. Specifically, while fluctuations in the
relative value of regional currencies had no measurable
effect on trade outcomes, movements in the USD relative to
ASEAN currencies showed a notable impact on trade
dynamics. In addition to the USD, Simakova (2013)
provided evidence that the EUR significantly influenced
Hungary’s trade involving Czechia, Poland, and the UK.
This suggests that the prominence of dominant invoicing
currencies cannot be neglected when scrutinizing how
currency fluctuations affect trade flows between two nations
without the participation of the United States.

Methodology

Following Rose and Yellen (1989), Iyke and Ho (2018),
and Bao et al. (2023), the influence of RCNY on ASEAN-
China trade balance is described as follows:

InTB, = a+ b.InRCNY; + c.InY; +d.InYF, + e, (1)

In Equation 1, the variable TB denotes the balance of
trade between ASEAN and China, which is calculated by the
ratio exportation to importation of ASEAN. When TB > 1,
ASEAN exports more to China than it imports from China.
Similarly, when TB < 1, ASEAN exports less to China than
it imports from China. RCNY is the exchange rate between
the CNY the currencies of the 10 Southeast Asian countries’
currencies, which is constructed by the formula in Equation
2. The increase in RCNY indicates that the currencies of the
10 Southeast Asian countries’ currencies decline in value
relative to the CNY. Therefore, if b > 0, the trade balance of
ASEAN with respect to China is fostered by its weakening
currencies. In other words, if b < 0, the trade balance of
ASEAN with respect to China is worsened by its
strengthening currencies relative to the CNY.

Next, the variable Y represents the real income of
ASEAN, which is computed in Equation 3 where the real
GDP of all the 10 Southeast Asian countries are weighted
according to their trade proportions with China. Meanwhile,
YF symbolizes China's real income, as measured in terms of
real GDP. All the variables are converted into index format,
with their values in the first quarter of 2000 set to 100. Then,

a natural log transformation is performed on them.
10

RCNY, = HERUWL'I (2)

i=1
In Equation 2, ER; . denotes the exchange rate of each
Southeast Asian country’s currency with the CNY at time ¢t.
This variable signifies how many units of the i*" country’s
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currency can be exchanged for 1 CNY. Therefore, the
increase (decrease) of ER; , signifies the fall (rise) in value of
the currency of the i*" country relative to the CNY. The
exponent w; , represents the trade share of the i*" member in
ASEAN’s total trade value with China at time t. Thus, the
variable RCNY captures the average fluctuations of the 10
Southeast Asian currencies with the CNY, weighted by their
respective trade shares. It also reflects the prominence of each
country, to wit: the members with higher trade shares will
have their currencies occupy greater roles in the variable
RCNY. For example, in the first quarter of 2018, Vietnam,
Thailand, and Singapore emerged as the top three trading
partners of China within the ASEAN region. During this
period, their respective shares! in ASEAN-China trade were
23.9 % for Vietnam, 15.4 % for Thailand, and 14.7 % for
Singapore. These trade shares were used as weights in
calculating the variable RCNY, meaning that the fluctuations
in the exchange rates of these countries with the CNY had a
proportionate impact on the overall index. As a result, 23.9 %
of the movement in the RCNY during that quarter was
attributed to changes in exchange rate between the CNY and
the Vietnamese dong (CNY/VND). Similarly, 15.4 % of the
RCNY’s fluctuation came from changes in the CNY/THB
exchange rate, and 14.7 % was due to variations in the
exchange rate between the CNY and the Singapore dollar
(CNY/SGD). This weighting approach highlights how
individual ASEAN member currencies contribute to the
composite RCNY based on their trade significance with
China.
The variable Y is computed by the following formula:
0

1
Y, = 1_[ GDP, "t 3)
i=1

where GDP;, denotes the real GDP of each Southeast
Asian country, and w; . denotes their shares in trading with
China which is already explained in Equation 2.

In order to inspect how the dominant payment currency
USD shapes ASEAN-China trade balance, we utilize the
following model based on Simékova (2013), Bao and Le
(2021a, 2022), and Bao et al. (2023):

InTB, =a' + b'.InRUSD, + c'.InY, + d'.InYF, + €', (4)

In Equation 4, RUSD; denotes the exchange rate between
the dominant payment currency USD and the currencies of
the 10 Southeast Asian countries at time t in real terms, which
is depicted in Equation 5. The rise (fall) of the variable RUSD
denotes that the currencies of the 10 Southeast Asian
countries, on average, decline (grow) in value relative to the
USD. Hence, if b’ > 0, the trade balance of ASEAN with
respect to China is facilitated by its softening currencies
relative to the USD. Alternatively, if b’ < 0, the trade balance
of ASEAN with respect to China deteriorates due to its
strengthening currencies relative to the USD. All the other
variables used in this equation remain unchanged and are
identical to those specified in Equation 1. They retain the
same definitions, functional roles, and interpretations as
previously introduced, ensuring consistency across the
analytical framework

Following Bao and Le (2021c), the variable RUSD is
computed as:

! Authors’ calculation

10 .
wosn, [ (o)
£ Currency;

)

t

In Equation 5, the exchange rate between the currency of
each Southeast Asian country and the USD is used for
constructing the variable RUSD. Specifically, the proportion
of total trade that each Southeast Asian country contributes in
its trade with China is incorporated into the calculation of
RUSD. Namely, w;, is the trade proportion that the i*"
ASEAN member holds in ASEAN’s total trade value with
China at time t. This means that the calculation method
explicitly considers the relative importance of each country’s
trade volume with China, ensuring that countries with larger
trade shares have a greater contribution to the variation of
RUSD.

To analyze how the variables RCNY and RUSD impact
the trade balance of ASEAN with respect to China in a
nonlinear framework, the increase and decrease in these
variables are separated and will be explicitly incorporated
into the estimation procedure based on the NARDL approach
developed by Shin et al. (2014). Specifically, the term
InRCNY; in Equation 1 will be decomposed into RCNY;* and
RCNY,” in Equations 6 and 7, respectively. While the former
(i.e., RCNY;*) captures the rise in InRCNY,, the latter (i.e.,
RCNY;") captures the fall in InRCNY,. Similarly, RUSD; in
Equation 8 and RUSD; in Equation 9 reflect the increase and
decrease in InRUSD,, respectively.

RCNY} = ¥t max(AInRCNY;, 0) (6)
t
RCNY; = Z min(AInRCNY;, 0) 7
j=1
t
RUSD; = ) max(AlnRUSD, 0) 8)
j=1
t
RUSD; = ) min(AlnRUSD;, 0) ©)
j=1

It should be noted that the RCNY;* in Equation 6 is
always positive. This is because its value increases only
when the change in InRCNY; is positive, and it remains
unchanged when there is no change in InRCNY;. The
RCNY; is always negative as its value only goes down when
the change in InRCNY; is negative and equals 0 otherwise.
As a result, RCNY;' signifies the weakening currencies of
the 10 Southeast Asian countries compared to Chinese
currency (i.e., CNY), and the RCNY; denotes the
strengthening ones. With analogous rationale, the value of
RUSD¢ is always larger than 0, and it indicates the decline
in values of the 10 Southeast Asian countries’ currencies
relative to the dominant payment currency (i.e., USD). On
the contrary, RUSD; is always smaller than 0 and denotes
the stronger ASEAN currencies relative to the USD.

The Equation 1 only describes how the RCNY drives the
overall trade balance of the 10 Southeast Asian countries
with respect to China in the long run, and thus there is no
information regarding the short-term effects. In addition,
Equation 1 also lacks the nonlinear setting for the variable
RCNY. Consequently, to enable estimation in both the long
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run and the short run, as well as allow the nonlinear pattern
developed by Shin et al. (2014), Equation 1 is converted into
the following form:

P1
AlnTB; = a+ Z(pg. AlnTB,_g)
g=1
p2
+ > (@if. ARCNYE))

h=0

p3
+ Z(q;;. ARCNY))

=0

|2
+ Z (. AlnY,_,)
5"
+ Z(nn. AlnYF,_,) +A.InTB,_,

n=0
+B*.RCNY;", + B~.RCNYZ,
+y.InY;_, +6.InYF,_; + & (10)

In the context of this study, Equation 10 is referred to
as the RCNY model, which is named after the exchange rate
variable RCNY. The NARDL model presented in Equation
10 follows an estimation procedure that mirrors the
methodology employed in the traditional ARDL
framework. Namely, the NARDL model permits that all
variables can be I(1) variables, or some of them are I(1) and
the remaining ones are I(0). Therefore, the issue relating to
the occurrence of unit roots does not pose a major concern
in macroeconomic analysis, which is a remarkable
advantage when using the NARDL approach (Bahmani-
Oskooee & Harvey, 2017; Bahmani-Oskooee & Aftab,
2018). Besides, the NARDL approach allows that the
variables can have different lags. In Equation 10, p,, p,, D3,
D4, and ps indicate the optimal lags of the variables, and
they can be determined by conventional information
criteria. The procedure of estimating the RCNY model in
Equation 10 begins with checking for the existence of a
long-run equilibrium relationship (i.e., cointegration). And
the bounds test can be applied for this purpose, following
the same procedure as that used in the conventional ARDL
framework. Namely, the bounds test is conducted under the
hypotheses Hp: A= =B"=y=6=0 and Hi: 1 #
Bt + B~ #y # 6 # 0. The stable equilibrium relationship
is verified when the hypothesis Hy is rejected. In contract, if
the hypothesis Hy is not rejected, the conclusion is mixed as
the cointegration may or may not exist, which is subject to
the test statistic and the critical value of the lower bounds.
Specifically, if the former is below the latter, the conclusion
is no cointegration. However, if former is above the latter,
the conclusion about whether cointegration exists is unclear.
Once the stable equilibrium relationship is detected, the
estimation procedure relying on ordinary least squares
(OLS) can be used for estimating the variables’ coefficients.
It should be noted that in the NARDL approach, similar to
its ARDL counterpart, the short-term and long-term effects
can be estimated at the same time. This is considered
another benefit of utilizing the NARDL approach.

When the coefficients of RCNY® and RCNY™ are
distinctive, the nonlinear influence of the variable RCNY on
the ASEAN-China trade balance is detected. Statistically, it

+
can be checked by testing the difference between ﬁT (i.e., the

coefficient of RCNY™ in the long run) and i—_ (i.e., the

coefficient of RCNY™ in the long run) (Bahmani-Oskooee &
Harvey, 2017; Bahmani-Oskooee & Aftab, 2018). In case one
of these coefficients is insignificant and the other is
significant, we can easily witness the long-run asymmetry
without conducting the difference test (e.g., Wald test).
Similarly, the short-run asymmetric pattern can be checked
by testing if ZZ=0 OPES ijo ¢; . More specifically, if the
coefficients @* and ¢@~have different lags, signs, or
significance, we can conclude the presence of short-run
asymmetry by observation. However, when they are akin to
each other, the Wald test should be conducted. Besides, when
Bt > 0, the Marshall-Lerner condition is identified as the fall
in value of 10 Southeast Asian countries’ currencies relative
to the CNY fosters ASEAN’s trade balance (Rose, 1991;
Bahmani-Oskooee & Wang, 2006). Further, the J-curve
effect is found when @* is negative while 8% is positive
(Bahmani-Oskooee & Harvey, 2017). The combination of
insignificant ¢ *and positive §7is also an indication of the J-
curve phenomenon. The estimation results may not be
reliable when autocorrelation (also known as serial
correlation), heteroskedasticity, and model miss-pecification
(also known as wrong functional form) are present, as these
issues violate key assumptions of regression analysis and can
lead to biased or inconsistent estimates. Thus, to verify the
precision and reliability of the estimated results, we will need
to inspect whether autocorrelation, misspecification, and
heteroskedasticity happen in the model. Accordingly, several
diagnostic tests are conducted. These include the Breusch-
Godfrey test, which is used to detect the presence of
autocorrelation in the residuals; the Breusch-Pagan test,
which assesses whether heteroskedasticity exists in the error
terms; and the Ramsey RESET test, which helps identify
whether the model suffers from functional form
misspecification. Additionally, to ensure the stability of the
estimated coefficients over time, structural stability tests
(such as CUSUM and CUSUM?) are performed to detect any
potential parameter shifts or changes in the model's behavior
throughout the sample period. Implementing the aforesaid
tests is essential to ensure the robustness and reliability of the
estimation results.

Akin to the RCNY model, to analyze how the RUSD
determines the overall trade balance of the 10 Southeast Asian
countries with respect to China in the long run as well as the
short run, we will examine Equation 11 which is the
transformation of Equation 4 based on the NARDL approach.
The model specified in Equation 11 is referred to as the
RUSD model, which is named after the exchange rate RUSD.
The procedure for estimating this model follows a similar
approach to that used for the RCNY model outlined in
Equation 10.

The data used in this research spans from the first
quarter of 2000 to the first quarter of 2018. The sources of
data include Asian Development Bank (ADB), Federal
Reserve Economic Data (FRED), the IMF's databases on
trade flows (DOTS) and financial indicators (IFS), and the
General Statistics Office of Vietnam. Because studies
relating to the J-curve effect normally found different results
depending on methods and time, the period 2000Q1—
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2018Q1 and the method used by this paper are selected to
be identical to those of Bao and Le (2021a) for a better
comparison of the importance of the dominant payment
currency (i.e., the USD) in ASEAN’s trade with different
partners. Moreover, the sample period from 2000Q1 to
2018Q1 predates both the COVID-19 pandemic and the
Russia-Ukraine war—two events that had significant effects
on the global economy, including the economies of China
and the ASEAN countries. Therefore, selecting this time
frame allows the study to avoid distortions in ASEAN-
China trade that may have been caused by these major
global disruptions.
p's
AlnTB, =o' + Z(p’g. AlnTB,_,)

g=1
!

+ Z(q;';. ARUSD} ;)
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n=0
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Empirical Results

To begin with, an overview of the main statistical
properties of the variables is provided in Table 1.

reliability and stability, making them suitable for subsequent
analysis and the formulation of policy recommendations.

Table 2
Estimation Results of the RCNY Model
RCNY model

Variables Coeff. Variables Coeff.
ARCNY™ -0.153** RCNY " -0.566*
ARCNY 0.092 RCNY ¢ 0.341
AlnY 0.243 InY; -4.946**
AlnY+ 0.542 InYF; -1.126
AlnYF; 0.499
AlnYF 1.312%*
AlnYFi2 1.023*
AlnYFq;3 1.104*
Constant 8.755%**
ECT -0.271*** | Heteroskedasticity | 1.205
Bounds test 3.268%* Misspecification 0.003
Adjusted R? 0.575 CUSUM Stable
Autocorrelation | 0.923 CUSUM? Stable

Table 1
Overview of the Main Statistical Properties

Variables | Average | Max Min S N
InTB 4.38 4.85 3.83 0.25 73
nY 4.85 5.10 4.60 0.12 73
InYF 5.72 6.62 4.60 0.57 73
RCNY* 1.22 3.20 0.00 1.04 72
RCNY- -1.23 -0.03 -2.15 0.60 72
RUSD™ 1.14 3.00 0.00 0.95 72
RUSD- -1.26 -0.00 -2.23 0.64 72

Notes: Max, Min, S, and N denote the maximum, minimum,
standard deviation, and the number of observations, respectively.

The NARDL estimation outcomes of the RCNY and the
RUSD models are depicted in Tables 2 and 3. In both
models, there are evidences for the existence of the long-run
equilibrium relationship (i.e., cointegration) based on the
significant bounds test and the negative error correction
terms (ECT). Besides, with the small F-statistics of the
autocorrelation test (i.e., Breusch-Godfrey test), the issue of
autocorrelation is not detected. Similarly, the problems of
heteroskedasticity and misspecification are not found in the
models. In addition, there are no structural breaks in the
estimation results, as indicated by the stable outcomes of the
CUSUM and CUSUM? tests. Based on the outcomes
presented above, the estimated coefficients demonstrate

Notes: The Coeff. column lists the coefficients of the variables or
the tests’ results. RCNY*: and RCNY " denote the fall (vise) in the
value of ASEAN currencies relative to the CNY, respectively. The
results of bounds test, autocorrelation, heteroskedasticity, and
misspecification tests are displayed in F-statistics. ECT is error
correction term. The significance at 10%, 5%, and 1% levels is
demonstrated by *, ** and ***,

In the RCNY model presented in Table 2, a 1% decline
in the value of ASEAN currencies relative to the Chinese
yuan leads to an approximate 0.566% deterioration in
ASEAN’s net trade position with China over the long term,
while an increase in currency value shows no significant
effect. This indicates the presence of long-run asymmetry, as
the impacts of currency weakening and strengthening are not
equivalent in terms of their influence on trade dynamics
between ASEAN and China (Bahmani-Oskooee & Harvey,
2017; Bahmani-Oskooee & Aftab, 2018). Likewise, the
short-run asymmetry is also observed when the coefficients
of ARCNY™; and ARCNY ™ are distinctive. Additionally, the
J-curve effect is not observed, as currency depreciation in
ASEAN countries leads to a worsening trade performance.
This also suggests a violation of the Marshall-Lerner
condition. Besides, a 1% rise in the income of Southeast
Asian countries reduces their overall trade balance with China
by approximately 4.946%. Thus, over time, ASEAN’s trade
position appears to be driven more significantly by changes
in its income levels than by shifts in currency values relative
to the Chinese yuan. In the short run, ASEAN’s trade balance
is positively affected by the variables representing the
changes of China’s income (i.e., AlnYF.;, AlnYF.,, and
AlnYF3), signifying that when China’s income grows in the
short run, China purchases more ASEAN’s products and
consequentially boosts ASEAN’s exportation and trade
balance.

Table 3
Estimation Results of the RUSD Model
RUSD model
Variables Coeff. Variables Coeff.
ARUSD"; -0.188** | RUSD™ -0.663**
ARUSD~ 0.086 RUSD¢ 0.303
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RUSD model
Variables Coeff. Variables Coeff.
AlnY; 0.255 InY: -4 447%*
AlnY1 0.553 InYF¢ -1.414%*
AlnYF¢ 0.500
AlnYF¢1 1.356**
AlnYF2 1.060
AlnYFe3 1.120%*
Constant 8.85%*
ECT -0.28*** | Heteroskedasticity | 1.195
Bounds test 3.527* Misspecification 0.026
Adjusted R2 0.583 CUSUM Stable
Autocorrelation 1.081 CUSUM? Stable

Notes: The Coeff. column lists the coefficients of the variables or the
tests’ results. RUSD*: and RUSD"; denote the fall (rise) in the value
of ASEAN currencies relative to the USD, respectively. The results
of bounds test, autocorrelation, heteroskedasticity, and
misspecification tests are displayed in F-statistics. ECT is error
correction term. The significance at 10%, 5%, and 1% levels is
demonstrated by *, ** and ***,

The results of the RUSD model in Table 3 go in line with
those of the RCNY model. The decline in value of the 10
Southeast Asian countries’ currencies relative to the US
dollar lowers their overall trade position with respect to China
in the long run. Moreover, the upswing in value of the 10
Southeast Asian countries’ currencies relative to the US
dollar has no connection it their trade position with China.
Therefore, the asymmetric pattern can be observed in the long
run. And this is also witnessed in the short run. Further, there
is no indication for the appearance of the J-curve effect as
well as the Marshall-Lerner condition. Additionally, the
income of the 10 Southeast Asian countries worsens their
trade position, and its impact also seems the strongest among
the variables. Furthermore, in the short term, China's income
growth has a positive effect on ASEAN's trade performance,
reflecting a pattern similar to that observed in the RCNY
model. Nevertheless, in the long term, while China’s income
in the RCNY model has a negative but insignificant impact,
itbecomes significant in the RUSD model. Specifically, when
China’s income grows by 1%, ASEAN’s trade balance
deteriorates by approximately 1.414%. This suggests that
China will purchase less products from ASEAN when its
income rises, which causes the drop in ASEAN’s exportation
as well as trade balance. It can be witnessed that the RCNY
and RUSD models are very compatible with each other in
terms of estimation results. Whether or not the US dollar is
used as a payment currency in trade between ASEAN and
China, a decline in the value of ASEAN currencies tends to
negatively affect its trade performance.

The outcomes of the RCNY and RUSD models can also
be interpreted from the viewpoint of China. Particularly,
when ASEAN’s trade balance declines, China’s trade balance
goes up. In other words, a stronger Chinese yuan relative to
ASEAN currencies or the U.S. dollar tends to boost China's
net trade position in its exchanges with ASEAN, yet the
depreciation of CNY shows no effect. Besides, the high
demand of ASEAN for Chinese products is probably a key

element boosting China’s exports to ASEAN and thus
facilitating its trade position with ASEAN.

Conclusions

The vast majority of J-curve studies disregard the
importance of the US dollar as the dominant payment
currency. This can be considered a limitation of many
existing papers because the US dollar can affect the
exportation and importation between countries that are not the
United States. Therefore, considering the use of the US dollar
in international trade is essential when examining how
currency movements affect trade outcomes. To the best of the
author’s knowledge, this is the first empirical analysis to
examine how ASEAN’s trade dynamics with China respond
nonlinearly depending on whether trade is denominated in the
US dollar or in Chinese yuan, thereby capturing the
differential effects of vehicle currency usage versus direct
currency settlement. The findings from the NARDL
estimation reveal that, over the long term, both trading
through the US dollar and directly with the Chinese yuan
exert adverse and asymmetric effects on ASEAN’s trade
performance with China. Specifically, when ASEAN
currencies weaken relative to either the dollar or the yuan,
trade conditions deteriorate, whereas currency strengthening
does not produce a significant impact. Accordingly, the
findings do not support the Marshall-Lerner condition, as a
reduction in the value of ASEAN currencies does not lead to
more favorable trade outcomes. Asymmetrical responses over
time are evident in both the RUSD and RCNY models. The
behavior of the estimated coefficients across different time
horizons shows no evidence of the trade response typically
associated with the J-curve effect. Furthermore, the results
indicate that trade dynamics between ASEAN and China are
primarily shaped by ASEAN's income levels. When income
increases, demand for Chinese goods rises, leading to higher
import volumes and a subsequent deterioration in ASEAN’s
trade position.

The analyses of this study provide some implications that
may support strategic decisions in shaping trade and currency
policies between China and ASEAN nations. For ASEAN, its
trade balance with China depends more on its demand of
Chinese products than the exchange rates RUSD or RCNY.
And the downswing of the 10 Southeast Asian currencies
cannot foster their overall trade position with China.
Therefore, ASEAN cannot rely on weak currencies to boost
its trade balance, no matter when the vehicle currency USD
is used or not used. For China, in the circumstance that it aims
to lessen reliance on the USD and facilitate the international
usage of the CNY (Huang, 2019; Yeung, 2021), promoting
the role of the CNY to be increasingly adopted for pricing and
settlement of trade in the Asia-Pacific region is very helpful
in its de-dollarization effort (Lai & Yu, 2015). And ASEAN
is among the top major trading partners of China in the world
as well as the Asia-Pacific region. Consequently, stimulating
the use of the CNY in trading with Southeast Asian countries
can contribute to the de-dollarization process without
considerably distorting the trade positions of both parties. The
limit of this paper is that it does not examine the determinants
of currency selection for trade invoicing in ASEAN-China
trade. Therefore, reducing the share of the USD and fostering
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the proportion of the CNY in ASEAN-China trade can be =~ Acknowledgment

difficult due to some factors such as the dominance of the . . R . .

USD in the regional supply chain network (Ito & Chinn, This study is funded by Ho Chi Minh City University of Law.
2014). Thus, future studies can explore this issue to enable
more novel findings.

References

Arize, A. C. (1994). Cointegration Test of a Long-Run Relation Between the Real Effective Exchange Rate and the Trade
Balance. International Economic Journal, 8(3), 1-9. https://doi.org/10.1080/10168739400000001

Baharumshah, A. Z. (2001). The Effect of Exchange Rate on Bilateral Trade Balance: New Evidence from Malaysia and
Thailand. Asian Economic Journal, 15(3). https://doi.org/10.1111/1467-8381.00135

Bahmani, M., Harvey, H., & Hegerty, S. W. (2013). Empirical tests of the Marshall-Lerner condition: a literature review.
Journal of Economic Studies, 40(3), 411-443. https://doi.org/10.1108/01443581311283989

Bahmani-Oskooee, M. (1985). Devaluation and the J-Curve: Some Evidence from LDCs. The Review of Economics and
Statistics, 67(3), 500—504. https://doi.org/10.2307/1925980

Bahmani-Oskooee, M., & Aftab, M. (2017). Asymmetric effects of exchange rate changes on the Malaysia-EU trade: evidence
from industry data. Empirica, 44(2), 339-365. https://doi.org/10.1007/s10663-016-9324-8

Bahmani-Oskooee, M., & Aftab, M. (2018). Asymmetric effects of exchange rate changes on the Malaysia-China commodity
trade. Economic Systems, 42(3), 470—486. https://doi.org/10.1016/j.ecosys.2017.11.004

Bahmani-Oskooee, M., & Fariditavana, H. (2015). Nonlinear ARDL approach, asymmetric effects and the J-curve. Journal of
Economic Studies, 42(3), 519-530. https://doi.org/10.1108/JES-03-2015-0042

Bahmani-Oskooee, M., & Fariditavana, H. (2016). Nonlinear ARDL Approach and the J-Curve Phenomenon. Open Economies
Review, 27, 51-70. https://doi.org/10.1007/s11079-015-9369-5

Bahmani-Oskooee, M., & Fariditavana, H. (2020). Asymmetric cointegration and the J-curve: new evidence from commodity
trade between the U.S. and Canada. Infernational Economics and Economic Policy, 17, 427-482.
https://doi.org/10.1007/s10368-019-00447-0

Bahmani-Oskooee, M., & Harvey, H. (2009). The J-curve: Indonesia vs. Her Major Trading Partners. Journal of Economic
Integration, 24(4), 765-777. https://www.jstor.org/stable/23001248; https://doi.org/10.11130/j¢i.2009.24.4.765

Bahmani-Oskooee, M., & Harvey, H. (2010). The J-curve: Malaysia versus her major trading partners. Applied Economics,
42(9), 1067-1076. https://doi.org/10.1080/00036840701721158

Bahmani-Oskooee, M., & Harvey, H. (2017). The J-curve and bilateral trade balances of Indonesia with its major partners: are
there asymmetric effects? New Zealand Economic Papers, 1-14. https://doi.org/10.1080/00779954.2017.1371207

Bahmani-Oskooee, M., & Hegerty, S. W. (2010). The J- And S-Curves: A Survey of the Recent Literature. Journal of Economic
Studies, 37(6), 580-596. https://doi.org/10.1108/01443581011086639

Bahmani-Oskooee, M., & Kanitpong, T. (2001). Bilateral J-Curve Between Thailand and Her Trading Partners. Journal of
Economic Development, 26(2), 107-117.

Bahmani-Oskooee, M., & Kanitpong, T. (2017). Do exchange rate changes have symmetric or asymmetric effects on the trade
balances of Asian countries? Applied Economics, 49(46), 4668—4678. https://doi.org/10.1080/000368 46.2017.1287867

Bahmani-Oskooee, M., & Kanitpong, T. (2019). Asymmetric Effects of Exchange Rate Changes on Thailand-China
Commodity Trade: Evidence From 45 Industries. The Chinese Economy, 52(3), 203-231. https://doi.org/10.1080/
10971475.2018.1548142

Bahmani-Oskooee, M., & Mitra, R. (2010). How sensitive is commodity trade flows between US and India to currency
depreciation? Applied Economics, 42(3), 267-277. https://doi.org/10.1080/00036840701604453

Bahmani-Oskooee, M., & Nasir, M. A. (2019). Asymmetric J-curve: evidence from industry trade between U.S. and U.K.
Applied Economics, 52(25), 2679-2693. https://doi.org/10.1080/00036846.2019.1693700

Bahmani-Oskooee, M., & Ratha, A. (2004). The J-Curve: a literature review. Applied Economics, 36(13), 1377-1398.
https://doi.org/10.1080/0003684042000201794

Bahmani-Oskooee, M., & Wang, Y. (2006). The J-curve: China versus her trading partners. Bulletin of Economic Research,
58(4), 323-343. https://doi.org/10.1111/5.0307-3378.2006.00247.x

Bahmani-Oskooee, M., & Wang, Y. (2008). The J-curve: evidence from commodity trade between US and China. Applied
Economics, 40(21), 2735-2747. https://doi.org/10.1080/00036840600970328

Bahmani-Oskooee, M., & Zhang, R. (2014). Dynamics of the China-United Kingdom Commodity Trade. The Chinese
Economy, 47(2), 75-93. https://doi.org/10.2753/CES1097-1475470204

-624 -


https://www.jstor.org/stable/23001248
https://doi.org/10.11130/jei.2009.24.4.765
https://doi.org/10.1080/000368
https://doi.org/10.1080/

Inzinerine Ekonomika-Engineering Economics, 2025, 36(5), 617-627

Bahmani-Oskooee, M., Bose, N., & Zhang, Y. (2018). Asymmetric Cointegration, Nonlinear ARDL, and the J-Curve: A
Bilateral Analysis of China and Its 21 Trading Partners. Emerging Markets Finance and Trade, 54(13), 3131-3151.
https://doi.org/10.1080/1540496x.2017.1373337

Bank for International Settlements (BIS). (2016, December 11). Triennial Central Bank Survey of foreign exchange and OTC
derivatives markets in 2016. https://www.bis.org/publ/rpfx16.htm

Bank for International Settlements (BIS). (2019, December 8). Triennial Central Bank Survey of Foreign Exchange and Over-
the-counter (OTC) Derivatives Markets in 2019. https://www.bis.org/statistics/rpfx19.htm

Bao, H. H. G., & Le, H. P. (2021a). The Role of Vehicle Currency in ASEAN-EU Trade: A Double-Aggregation Method.
Journal of Asian Finance, Economics and Business, 8(5), 43-52. https://doi.org/10.13106/jafeb.2021.v018.n05.0043

Bao,H. H. G., & Le, H. P. (2021b). Asymmetric impact of exchange rate on trade between Vietnam and each of EU-27 countries
and the UK: evidence from nonlinear ARDL and the role of wvehicle currency. Heliyon, 7(6), e07344.
https://doi.org/10.1016/j.heliyon.2021.607344

Bao,H.H. G., & Le, H. P. (2021c). ASEAN's trade balance with the whole EU-28 at industry level: The role of vehicle currency.
The Journal of Economic Asymmetries, 24, paper €00230. https://doi.org/10.1016/j.jeca.2021.e00230

Bao, H. H. G., & Le, H. P. (2022). The Roles of Vehicle Currency and Real Effective Exchange Rates in the Trade of Every
ASEAN Member With the EU-28. SAGE Open, April-June 2022, 1-27. https://doi.org/10.1177/ 21582440221091715

Bao, H. H. G., Dinh, T. T. H,, & Le, H. P. (2023). A Nonlinear Industry-Level Analysis of China’s Trade Balances with the
EU-28: Does the Utilization of the Vehicle Currency USD Matter?. The Chinese Economy, 56(5), 384-398.
https://doi.org/10.1080/10971475.2023.2173398

Bineau, Y. (2016). Real exchange rate and bilateral trade balance of Cambodia: A panel investigation. Economics Bulletin,
36(2), 895-900. https://www.accessecon.com/Pubs/EB/2016/Volume36/EB-16-V36-12-P87.pdf

Boz, E., Casas, C., Georgiadis, G., Gopinath, G., Mezo, H. L., Mehl, A., & Nguyen, T. (2022). Patterns of invoicing currency
in global trade: New evidence. Journal of International Economics, 136, 1-16. https:/doi.org/10.1016/
j.jinteco.2022.103604

Brada, J. C., Kutan, A. M., & Zhou, S. (1993). China’s exchange rate and the balance of trade. Economics of Planning, 26(3),
229-242. https://doi.org/10.1007/bf01265668

Brahmasrene, T., & Jiranyakul, K. (2002). Exploring real exchange rate effects on trade balances in Thailand. Managerial
Finance, 28(11), 16-27. https://doi.org/10.1108/03074350210768130

Dobson, W., & Masson, P. R. (2009). Will the renminbi become a world currency? China Economic Review, 20(1), 124—135.
https://doi.org/10.1016/j.chieco.2008.05.005

Eurostat. (2019). Extra-EU trade by invoicing currency. https://ec.europa.cu/eurostat/statistics-explained/index.php/Extra-
EU trade by invoicing_currency

Goldberg, L. S., & Tille, C. (2008). Vehicle currency use in international trade. Journal of International Economics, 76, 177—
192. https://doi.org/10.1016/j.jinteco.2008.07.001

Gopinath, G., Boz, E., Casas, C., Diez, F. J., Gourinchas, P.-O., & Plagborg-Mgller, M. (2020). Dominant Currency Paradigm.
American Economic Review, 110(3), 677-719. https://doi.org/10.1257/aer.20171201

Ho, S. H., Nguyen, T. T., & The, N. T. (2021). On the (a)symmetric effects of real exchange rate on trade flows: new evidence
from US—Vietnam trade balance at the industry level. Journal of the Asia Pacific Economy. https://doi.org/10.10
80/13547860.2021.1884346

Huang, E. (2019, Oct 30). A 'growing club' of 'very powerful countries' is steering away from using the dollar. CNBC.
https://www.cnbc.com/2019/10/31/de-dollarization-russia-china-eu-are-motivated-to-shift-from-using-usd.html

Ito, H., & Chinn, M. (2014). The Rise of the "Redback” and the People's Republic of China's Capital Account Liberalization:
An Empirical Analysis of the Determinants of Invoicing Currencies (Working Paper No. 473). Asian Development Bank
Institute. https://www.adb.org/publications/rise-redback-and-peoples-republic-chinas-capital-account-liberalization-
empirical

Iyke, B. N., & Ho, S. H. (2017). The Real Exchange Rate, the Ghanaian Trade Balance, and the J-curve. Journal of African
Business, 18(3), 380-392. https://doi.org/10.1080/15228916.2017.1315706

Iyke, B. N., & Ho, S. H. (2018). Nonlinear effects of exchange rate changes on the South African bilateral trade balance. The
Journal of International Trade & Economic Development, 27(3), 350-363. https://doi.org/10.1080/09638199.2
017.1378916

Kyophilavong, P., Shahbaz, M., & Uddin, G. S. (2013). Does J-curve phenomenon exist in case of Laos? An ARDL approach.
Economic Modelling, 35, 833-839. https://doi.org/10.1016/j.econmod.2013.08.014

Kyophilavong, P., Shahbaz, M., Rehman, 1. U., Jozwik, B., Souksavath, S., & Chanthasene, S. (2018). Investigating the

Relationship between Trade Balance and the Exchange Rate: The Case of Laos’ Trade with Thailand. Global Business
Review, 19(3), 1-14. https://doi.org/10.1177/0972150917713869

- 625 -


https://doi.org/10.1177/
https://doi.org/10.1016/
https://doi.org/10.10
https://doi.org/10.1080/09638199.2

Hoang Phong Le, Ho Hoang Gia Bao. Currency Choice and Trade Balance: Nonlinear Effects of USD Use in ASEAN ...

Lee, W. (2018). The Dynamics of the Trade Balance of Vietnam and Its Weak Currency Policy: A Bilateral Autoregressive
Distributed Lag (ARDL) Analysis. Journal of Applied Economics and Business Research, 8(2), 68-92.
http://www.aebrjournal.org/uploads/6/6/2/2/6622240/joaebrjunc2018 68 92.pdf

Magee, S. P. (1973). Currency Contracts, Pass Through and Devaluation. Brookings Papers on Economic Activity, 1,303-325.
http://dx.doi.org/10.2307/2534091

Narayan, P. K. (2006). Examining the relationship between trade balance and exchange rate: the case of China’s trade with the
USA. Applied Economics Letters, 13(8), 507-510. https://doi.org/10.1080/13504850500400488

Nhung, N. C., Anh, B. T., Hue, L. T., & Huyen, N. T. C. (2018). The Impact of Exchange Rate Movements on Trade Balance
between Vietnam and Japan: J-Curve Effect Test. VNU Journal of Science: Economics and Business, 34(2), 17-27.
https://doi.org/10.25073/2588-1108/vnueab.4154

NikkeiAsia. (2018, August 29). Vietnam to let traders use yuan along China border. https://asia.nikkei.com/ Economy/Vietnam-
to-let-traders-use-yuan-along-China-border

Pesaran, M., Shin, Y., & Smith, R. (2001). Bounds Testing Approaches to the Analysis of Level Relationships. Journal of
Applied Econometrics, 16, 289-326. https://doi.org/10.1002/jae.616

Phong, L. H., Bao, H. H. G., & Van, D. T. B. (2018). Testing J-Curve Phenomenon in Vietnam: An Autoregressive Distributed
Lag (ARDL) Approach. In: Anh, L., Dong, L., Kreinovich, V., Thach, N. (Eds.), Econometrics for Financial Applications.
Studies in Computational Intelligence (Vol. 760, pp. 491-503). Springer International Publishing, Cham, Switzerland.
https://doi.org/10.1007/978-3-319-73150-6_39

Reuters. (2019, Jan 11). China promotes use of yuan among Southeast Asian nations. https://www.reuters.com/article/us-china-
yuan-asean-idUSKCNIP51EV

Rose, A. K. (1991). The role of exchange rates in a popular model of international trade. Does the ‘“Marshall-Lerner’ condition
hold? Journal of International Economics, 30, 301-316. https://doi.org/10.1016/0022-1996(91)90024-7Z

Rose, A. K., & Yellen, J. L. (1989). Is there a J-curve? Journal of Monetary Economics, 24(1), 53-68.
https://doi.org/10.1016/0304-3932(89)90016-0

Shin, Y., Yu, B., & Greenwood-Nimmo, M. (2014). Modelling asymmetric Cointegration and dynamic multipliers in a
nonlinear ARDL framework. Festschrift in honor of Peter Schmidt: econometric methods and applications. In: R. C.
Sickels, & W. C. Horrace (Eds.), Festschrift in Honor of Peter Schmidt (pp.4281-314). New York: Springer.
https://doi.org/10.1007/978-1-4899-8008-3 9

Simakova, J. (2013). Estimation of the J-curve effect in the bilateral trade of Hungary. Ekonomickd revue, 16(3), 183-191.
https://doi.org/10.7327/cerei.2013.09.07

Simes, D. (2020, August 6). China and Russia ditch dollar in move toward 'financial alliance'. NikkeiAsia.
https://asia.nikkei.com/Politics/International-relations/China-and-Russia-ditch-dollar-in-move-toward-financial-alliance

Soleymani. A., & Chua, S. Y. (2014). How responsive are trade flows between Malaysia and China to the exchange rate?
Evidence from industry data. International Review of Applied Economics, 28(2), 191-209, https://doi.org/10.1080/
02692171.2013.858666

Upadhyaya, K. P., Mixon Jr, F. G., & Bhandari, R. (2020). Is there a J-curve in China-U.S. trade? International Journal of
Finance & Economics. https://doi.org/10.1002/ijfe.2137

Wang, Y. (2020). Causes of U.S.-China trade imbalances: a review. Journal of Chinese Economic and Foreign Trade Studies,
13(1), 37-44. https://doi.org/10.1108/jcefts-01-2020-0003

Wilson, P., & Tat, K. C. (2001). Exchange rates and the trade balance: the case of Singapore 1970 to 1996. Journal of Asian
Economics, 12(1),47-63. https://doi.org/10.1016/s1049-0078(01)00072-0

Yang, G., & Gu, Q. (2016). Effects of exchange rate variations on bilateral trade with a vehicle currency: Evidence from China
and Singapore. Journal of International Money and Finance, 68, 50-73. https://doi.org/10.1016/j.jimonfin. 2016.06.010

Yeung, K. (2021, Jan 22). As US economic clout diminishes, China and Europe work to cut dollar reliance. South China
Morning Post. https://www.scmp.com/news/china/diplomacy/article/3134238/china-plans-hold-talks-israel-well-russia-
eu-and-un-over

Yusoff, M. B. (2010). The Effects of Real Exchange Rate on Trade Balance and Domestic Output: A Case of Malaysia. The
International Trade Journal, 24(2), 209-226. https://doi.org/10.1080/08853901003652377

Zhang, Z. (1999). Foreign Exchange Rate Reform, the Balance of Trade and Economic Growth: An Empirical Analysis for
China. Journal of Economic Development, 24(2), 143—162. http://www .jed.or kr/full-text/24-2/zhang. PDF

- 626 -


https://asia.nikkei.com/
https://doi.org/10.1080/
https://doi.org/10.1016/j.jimonfin
https://www.scmp.com/news/china/diplomacy/article/3134238/china-plans-hold-talks-israel-well-russia-

Inzinerine Ekonomika-Engineering Economics, 2025, 36(5), 617-627

Authors’ Biographies

Hoang Phong Le is an Associate Dean of the Faculty of Management and Head of the Department of Finance and
Accounting Management at Ho Chi Minh City University of Law, Vietnam. He was a Visiting Researcher in the European
Commission project at the Department of Economics and Finance, School of Business and Governance, Tallinn University
of Technology (TalTech), Estonia. His research interests are public finance, financial economics, international economics,
energy and environmental economics, and sustainable development. He has published and reviewed many articles in WoS
and Scopus indexed journals.

Ho Hoang Gia Bao, PhD in Finance, is a lecturer at the Department of Finance and Accounting Management at Ho Chi
Minh City University of Law, Vietnam. His research interests are international finance, behavioral finance, financial
economics, energy and environmental economics, and sustainable development. He has published many articles in WoS and
Scopus indexed journals, such as Journal of Open Innovation: Technology, Market, and Complexity; Chinese Economy;
Journal of Economic Asymmetries; Economics and Finance Letters; Managerial Finance; SAGE Open; Heliyon; etc.

The article has been reviewed.
Received in April 2023; accepted in December 2025.

Lﬁ: This article is an Open Access article distributed under the terms and conditions of the Creative

Commons Attribution 4.0 (CC BY 4.0) License http://creativecommons.org/licenses/by/4.0

- 627 -



