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Abstract 
In this paper we investigate the impact of financial inflows in the form of remittances on the 
dynamics of real exchange rate using a sample of 134 developing and emerging economies (EMDEs) 
over the years 1980-2019. Using the heterogeneous panel cointegration approach, we find that 
remittances exert a long-term pressure on the real appreciation of the domestic currency. 
Consequently, we find evidence that remittances might contribute to triggering the phenomenon of 
the Dutch disease. We also find evidence for heterogeneity in the effects of remittances on the real 
exchange rate over the long-term: having floating exchange rate, higher level of economic freedom 
and higher financial development reduces the long-run appreciation of the real exchange rate due to 
the remittance inflows and thus, the risk of the Dutch disease arising from the remittances inflows.  
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