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Optimal Exchange Rate Dynamics for a Small-Open Economy: A Machine Learning 

Approach to the Case of Bangladesh 

 

Safaeduzzaman Khan1 

 

Abstract 

 

We provide explicit computational bounds applicable for the estimation of optimal exchange rate which 

would maximize trade balance under standard macroeconomic assumptions of a small-open economy. 

As a natural experiment, the scheme of asymmetric J-curve has been utilised to implement an array of 

machine learning techniques to conduct ex-ante/ex-post analysis. We observe that 'continuous target 

scheme models' offer the best performance in this venture given the panel of empirical configuration of 

exchange rate in case of Bangladesh. 

 

 

  

                                                           
1 Assistant Professor, Bangladesh Institute of Capital Market 


