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Abstract:  

  The study examines the impact of exchange rate movements on economic growth in Algeria 

during 1990-2019. This period has witnessed multiple economic reforms with a special focus on the 

financial and the monetary sectors. Algeria made the transition from command-based economy to 

market based economy and adopted a managed floating exchange rate regime. Using ARDL approach 

with inflation rate and foreign direct investment as control variables, the results have revealed the 

existence of a negative influence of exchange rates on economic growth in Algeria. 
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UNIT ROOT TEST  RESULTS  TABLE (ADF)

Null Hypothesis: the variable has a unit root

At Level

PIBPER REER INVEST IPC

With Constant t-Statistic  0.0421 -3.8737 -4.9033 -1.4744

Prob.  0.9551  0.0066  0.0005  0.5321

n0 *** *** n0

With Constant & Trend t-Statistic -2.3905 -9.2894 -5.1725 -1.9030

Prob.  0.3764  0.0000  0.0013  0.6272

n0 *** *** n0

Without Constant & Trend t-Statistic  0.7802 -2.1947 -3.8126 -1.4563

Prob.  0.8760  0.0294  0.0004  0.1329

n0 ** *** n0
At First Difference

d(PIBPER) d(REER) d(INVEST) d(IPC)

With Constant t-Statistic -3.1763 -11.0042 -4.5540 -5.4823

Prob.  0.0323  0.0000  0.0016  0.0001

** *** *** ***

With Constant & Trend t-Statistic -2.9256 -5.0933 -4.5346 -5.4574

Prob.  0.1700  0.0026  0.0078  0.0007

n0 *** *** ***

Without Constant & Trend t-Statistic -1.5103 -11.1915 -4.6617 -5.4380

Prob.  0.1203  0.0000  0.0001  0.0000

n0 *** *** ***

Notes:

a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant  

UNIT ROOT TEST  RESULTS  TABLE (PP)

Null Hypothesis: the variable has a unit root

At Level

PIBPER REER INVEST IPC

With Constant t-Statistic -0.3394 -5.6340 -4.9036 -1.4250

Prob.  0.9069  0.0001  0.0005  0.5563

n0 *** *** n0

With Constant & Trend t-Statistic -2.5532 -9.2894 -5.1729 -2.0535

Prob.  0.3025  0.0000  0.0013  0.5488

n0 *** *** n0

Without Constant & Trend t-Statistic  1.5143 -2.4885 -3.8883 -1.4608

Prob.  0.9647  0.0148  0.0004  0.1318

n0 ** *** n0
At First Difference

d(PIBPER) d(REER) d(INVEST) d(IPC)

With Constant t-Statistic -3.1078 -24.7470 -9.7963 -5.4823

Prob.  0.0375  0.0001  0.0000  0.0001

** *** *** ***

With Constant & Trend t-Statistic -2.9256 -26.5942 -9.6885 -5.6760

Prob.  0.1700  0.0000  0.0000  0.0004

n0 *** *** ***

Without Constant & Trend t-Statistic -2.6236 -13.8417 -9.9781 -5.4607

Prob.  0.0107  0.0000  0.0000  0.0000

** *** *** ***

Notes:

a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant  

b: Lag Length based on SIC

ADFPP

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. I(0) I(1)

Asymptotic: n=1000

F-statistic  12.44655 10%  2.37 3.2

k 3 5%  2.79 3.67

2.5%  3.15 4.08

1%  3.65 4.66
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ARDL Long Run Form and Bounds Test

Dependent Variable: D(PIBPER)

Selected Model: ARDL(1, 0, 0, 1)

Case 2: Restricted Constant and No Trend

Date: 01/21/21   Time: 23:44

Sample: 1990 2019

Included observations: 29

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.   

C 124299.0 22586.19 5.503321 0.0000

PIBPER(-1)* -0.159606 0.031227 -5.111195 0.0000

REER** -493.4451 112.9977 -4.366861 0.0002

INVEST** -12158.91 8386.670 -1.449790 0.1606

IPC(-1) -434.8256 142.3968 -3.053619 0.0056

D(IPC) -250.6928 196.0542 -1.278691 0.2138

  * p-value incompatible with t-Bounds distribution.

** Variable interpreted as Z = Z(-1) + D(Z).

Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.   

REER -3091.648 506.1200 -6.108527 0.0000

INVEST -76180.85 54329.77 -1.402194 0.1742

IPC -2724.371 1010.948 -2.694869 0.0129

C 778787.3 56334.74 13.82428 0.0000

EC = PIBPER - (-3091.6477*REER  -76180.8532*INVEST  -2724.3711*IPC +

        778787.3329 )

 

ARDL Error Correction Regression

Dependent Variable: D(PIBPER)

Selected Model: ARDL(1, 0, 0, 1)

Case 2: Restricted Constant and No Trend

Date: 01/22/21   Time: 00:11

Sample: 1990 2019

Included observations: 29

ECM Regression

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.   

D(IPC) -250.6928 172.9122 -1.449827 0.1606

CointEq(-1)* -0.159606 0.018673 -8.547272 0.0000

R-squared 0.672899     Mean dependent var 3679.116

Adjusted R-squared 0.660785     S.D. dependent var 7990.338

S.E. of regression 4653.749     Akaike info criterion 19.79521

Sum squared resid 5.85E+08     Schwarz criterion 19.88950

Log likelihood -285.0305     Hannan-Quinn criter. 19.82474

Durbin-Watson stat 1.880317

* p-value incompatible with t-Bounds distribution.
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