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5. Summary and conclusion

Discussions on the exchange-rate volatility and the nature of its nexus with international trade flows have persisted
to last despite voluminous theoretical and empirical studies. In this paper, we applied the bounds-testing approach that
incorporates the short-run dynamics into the long-runmodel in order to distinguish the distinct impact of the real exchange-
rate volatility on the exports and imports of the twelve African countries, an area that has received the least attention.

The short-run impact of the real exchange-rate volatility eitherworsens or improves exports in eight out 12 African coun-
tries. The list includes Egypt, Ethiopia, Lesotho, Mauritius, Morocco, Nigeria, Sierra Leone, and South Africa. However, short-
run effects lasted into long-runmeaningful negative effects in Nigeria and Sierra Leon, and positive effects in Egypt, Ethiopia,

and Lesotho. Furthermore, currency depreciation was found to stimulate exports of Egypt, Lesotho, and Nigeria but hurt ex-
ports of Ethiopia, and Sierra Leon (due to an inelastic demand). Theworld incomewas amajor determinant of exports inmost
countries, implying that as the world economy grows, Africa exports more. Unlike many other countries, we found no sub-
stitution effects in Africa. Substitution effect would have existed if the world income carried a negative coefficient estimate.
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