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Determinants of the Algerian dinar exchange rate: an analytical and econometric
study for period (1970- 2011)
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Abstract: This work paper tries to build an model of real exchange rate determinants for Algerian Dinar,

We use an empirical model (VAR) based on co-integration test, error correction model ECM and causality
test), using some macro-economic variables, The results of the study showed positive effect of government
expenditures, oil prices and real gdp, Negative effect of FDI and trades openness, The study concludes by
demonstrating results and making recommendations that have been approached.
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ADF PP KPSS
¢ saal) e ujfi‘. A Al e ujfi‘. Qoo | e ujfi‘. A Al
e ial Level First & Siaual) First & Siaual) First
difference Level difference Level | difference
Rer -1.735 -6.081 -1.406 -22.394 0.491 0.159
Debt -1.089 -2.308 -0.714 -4.328 2.032 0.352
Fdi -0.610 -6.071 -0.474 -6.726 1.858 0.179
G -1.360 -5.143 -1.370 -7.002 0.712 0.370
Inf -0.883 -2.338 0.010 -18.662 0.618 0.389
Oil 1.665 -4.655 0.899 -5.245 1.913 0.323
Trad 1.388 -3.757 1.565 -4.415 0.573 0.413
Regdp -2.775 -6.433 -2.692 -9.141 1.123 0.120

Critical value 5% :ADF:-1,950394 ,PP: :-1,950394 , KPSS:0,463000
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Inverse Roots of AR Characteristic Polynomial
1.5
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UnrestrictedCointegration Rank Test (Maximum Eigenvalue)

Hypothesized Eigenvalue Max-Eigen 0.05
No. of CE(s) Statistic Critical Value

None * 0.978350 130.3131 64.50472
Atmost 1 * 0.911808 82.55998 58.43354
Atmost 2 * 0.848407 64.14287 52.36261
Atmost 3 0.719007 43.16046 46.23142
Atmost 4 0.633754 34.15127 40.07757
Atmost 5 0.420114 18.52742 33.87687
Atmost 6 0.335413 13.89205 27.58434
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Atmost 7 0.221266 8.502898 21.13162
Atmost 8 0.193396 7.307346 14.26460
Atmost 9 * 0.121503 4.404466 3.841466

Max-eigenvalue test indicates 3 cointegratingeqn(s) at the 0.05 level
* denotes rejection of the hypothesisat the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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erer =0.74 — 0.15debt —0.39 fdi + 0.02g — 0.16inf + 2.950il — 0.02trad + 0.01rgdp + €.
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o) 0.7463 8.645016 1.397752%* 0.0316
Debt -0.1596 0.236870 1.363976- 0.1838
Fdi -0.3942 0.213727 1.849440%**. 0.0754

G 0.0213 0.097089 2.579585%* 0.0157
Inf -0.1638 0.043796 1.306075- 0.2025
Oil 2.9508 0.068074 1.728870%** 0.0953
Trad -0.2854 0.043565 -0.347837** 0.0307
Rgdp 0.0196 0.343464 0.500959** 0.0205

R-dpal delae 0.4074
squared
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ol -0.1106 0.5910 -0.1872 0.1994

Uadll s dalea -0.4932 0.1283 -1.8207** | 0.0384

Dfdi -0.1741 0.4420 -0.3939 0.7639

Dg 0.0867 0.2137 0.3985* 0.0023

Doil -0.3603 1.2647 -0.2849%** | 0.0697

Dtrad 0.5191 0.4514 1.1499 0.5532

Drgdp 0.1530 0.1081 1.4158* 0.0052

DAfdi(-1) -1.5484 10.1293 -0.1528 0.3242

Dg(-1) -0.0226 0.6290 -0.0359 0.6917

Doil(-1) 0.1961 0.6840 0.2866* 0.0011

Dtrad(-1) 0.1657 0.3452 0.4799 0.6317

Drgdp(-1) -0.6134 1.0550 -0.5814 0.4125

Drer -0.4877 0.8079 -0.6037* | 0.0012
R-squared xaill Jalas | 0.4415
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