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An Empirical Research on Influencing Factors of
China-Pakistan Bilateral Balance of Trade

PAN Jing-cheng & NAJID

(School of Business, Hunan University of Science and Technology, Xiangtan 411201, China)

Abstract; Based on the symmetric and asymmetric ARDL model, this study makes an empirical research
on the factors affecting the bilateral trade balance between China and Pakistan. The empirical results show that
the China-Pakistan trade balance has a long-term equilibrium relations with the bilateral real effective
exchange rate and national income of both countries. However, the appreciation and depreciation of exchange
rate play asymmetrical influences on the bilateral balance trade and on some disaggregated sub-level goods. In
particular, the appreciation of real effective exchange rate of RMB is not significant for improving Pakistan’s
trade balance. The empirical test of the equilibrium equation of bilateral trade balance and that of major sub-
sectors indicates that the steady growth of national incomes of both countries is a remarkably important factor
for the long-term dynamic equilibrium of trade balances, which is important for a sustainably economic and
trade relation between China and Pakistan.

Key words: China; Pakistan; bilateral balance of trade; influencing factors
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