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Abstract:

The aim of this paper is to estimate the equilibrium real exchange rate (ERER) in Algeria,
from 1980 to 2015 by applying co-integration method in order to see whether there is a
long run relationship between the ERER and its fundamentals.

Our findings showed that every increase of 01% in the terms of trade, openness of trade,
government spending and net foreign assets would lead to a decline in the real exchange
rate by 0.969811 %, 1.822099%, 1.457032%, and 0.017892% respectively.

In addition, every increase of 01% in productivity differentials and oil's real price would
increase the real exchange rate by 5.181921% and 0.925974% respectively.

Key Words: Real exchange rate, Equilibrium real exchange rate, Fundamentals of the
equilibrium real exchange rate, Algerian dinar, Cointegration method.
JEL Classification: F31.

.(benoudjafer.aicha@gmail.comy azsle jarssy :JGL Jo s


mailto:benoudjafer.aicha@gmail.com
mailto:benzairmebarek@yahoo.fr
mailto:benoudjafer.aicha@gmail.com

5! VAR S, (2 594 & )l apolad] s dale

sheddl)

Bslaad) iulow 3] &5 W95 Y Bl o Blis ledl AdH Oall ad g3 i) ae
e 39m L 835 Bledl Bty o)) Cpall jand eV A G pdad (o)t w15 ZAST
Cia g SISV 3 Ol s s ) (525 sy kb e a ST pske (T i Jla
RER WA NN
Beedld) B8l 3 g Gl il e 0 S 850 o VB oVl Gl a3 ek g
plaxaYl Aoy AU 2 el
ab a0y coolas¥l plladl (3 gl el oliie ga gl Ol e OF e OgslasVl giny
SN e ol iy (3L sedl ey dele dinay 3lasV) sV e ol Sl e il &
DgrVly Y gy JSong latmaWls gV gy 1Ss B 3l s
ey ol oo g 1l pimy Bl ms sl sl L W1 0T e Ogsliasil iz LS
BT e Sy Ll g s oy i) O all e 3 S1AT (6 s OF LS (o328
csalasyl Y
T3l oal & wlsad o adlly il A 3ol e psgde ulps O ARV e il L ey
aS3ld 5l
P (552t Igdl (3 anll) B 3L LiSK G L D e syl BJISCS)

£S5 gl e (5130 slall A3 B pall jand Jal) spdl 2 L

e il Blead) e Aogast ) el I EISEY 0dn 05 ade Vel
€ it Cpall a3l Lo -
€l Aid ol ae Bilad) oalil) ool AL -
Syl Addl Gpall an cdle gl 3y bl ool sl -
€S Vsl e (g1 O) Sl sl addl 2l a olsas oo L -
tp @y (Dlbd) Jan oy s oja Col s ddlee O )l Ol B
s b (Gl ol 68 6T Gl 58 i Y A Sl gl i) Ball e —
Ayhs) Ll Ly
L) Walsts e Lo B9 a1 O all el e 5T W 2olasV) el e il dlis —
B35 ko (VU e 3 wlSE S g inlasY) Ol gl e Coall e jam tdalyl) A
Slas ] Gud Slolew esl ) legSb e s S e )bl 5 Sl (5302l 6l5Y)



sl e (2 50a) ) ) A alaid] N dale

ot el s E U UL Wes Caomd (plsd) Walgns 0 Lo g BYsas O a lanl
S JSeis Blslas! Al a gl Joll ada lane OY 2ald) Joll (3 joll e (Blazyy 52N 358
A iy o L oSy o) JSTally B do s Ledatt L Blesie plsn (3 s g
e Q;;\

e e (3Say 3l 5l & sl il i (ads Rl L 05 ST iyl g
Byl 02 Zeadll sgadt Ll il 12 £ ol Jom Slaglall oS08 U] Jgwogll ad 5141 (3 2l
Bling L3ST558 8 psand) ey Al lpine oo SlilasYl b e 2015-1980 0 s
L)) L]yl

dwlyld (g 2t o311

I i Sl jaw g el ealis 1.1

Godl (3 aaldl jar o B Alealy ) 5LVl 3 Aabed) e B o6 M Opall aw
(17 i 2012 (g anmr) adst) dlasally 2l

Alan cpaed) 5 hone Bl A b ol jae Jo Lgene §)lonald Al ol o T Jo Gpm LS
G Y1 Aol Gagie Tradable [0 Al i) sl @z Jutald s Ol oo Uesy S50
3l 2leall 2e5is nON tradable 8 AW 5o Aedl jland Jo dandl) @ oV Gpall Jans
(117116 ciiah 2010 sy

__ ptradable f X EX
RER = pnontradable h

B bl g 3oy By el i) 20U A Y1 Wil a Sl e A Gl e s
whpball fatle gl Dlied (B3 S 3 Graleas¥) Calbadl g Al e )0l ek UL
Mia OF whsloall 85k 3 Sl () wb ¥ edibadl iy 3yl Jol) 2] ST Lyl an ol
() Ble Ay 2V et le syl Oly ol AT 3 e ol ) oo Y lsall (3 g Y
(104 1~2- 2003
a0l 8l ol Lo lend OBl m L) o LY AR AN Say AAH Gl ad ade
(07 i=i5 (1985 (g4 )1y U
V) Al 33y Sy (V) ey Sl AL Y Gy e Ol e Ly 03]
D (46-45 Sliz) (1999 (Gslay

*

TCR=E.p—

TCR =15~ s P (T iy




255) Ll e (2 30) () Nl apolasi] A dale

s
e@;;m slas¥l 3 e sl (g2l 0 P* ¢ JB slas¥l @ S a2l 1P
LSt )l a1 TCR (oY sVl ¢ oY1 Gpall an VE
1) (i Byl a2
O ol ¢ IS o3las¥l i) on i) Gl a6l o 5l i) pall s Cm e dlin
QUL 9oy Jaas sen LBV 05S5 Liie le il Old @i Ojly5 26 )5l 3l ae
Ak e 4lam) ity 8 ey ) 2yl e
OF dL BLEYL (gl olgtuns 8 odagy Add) Bpall o J5 asgll (aidl) de¥) bl o)
g € g Gl Syl s s (59l e b Wby L )l sl e S it sleda
3Ll ol s o A a5 RS e e 3l Gl e L iy ol 2
Crall d e 055 atny Bl e o Sl s 3 24 LWL (Sl
(07 2o 2003 ¢ lally 1))
@ A b bl ] ) (3 Al alldl ad B sa yledl Gl ans Edwards o U
el gl Sl o lprall and sl bl (3 e B55155 0 sy U T ot (3l
3 ki 3 ey s Ol g U] (s3ge S5 O LS 5T J1se ey B
i sy Jaslally all) 1 (3 Jadd) Gy Bl Bl e ST 0315 ) O35l g
Angearid) Aol 3315 o)) Ol by Loty oozl gl ) (28 8 Ul June 3,32 oy
e by Lolall oW1 (3 23 gid) J1se¥) o) Slists e Juii—lly JUH (g Lol
(167 i2in 2002 (35L2)
1 e gl (A Ol e ailant e desast platel (S el P
B ) 8 (3 0 s 055 Loias cinl dad ol e el ) i) Ol a Nf -
At Gl e a3 3 8 | ] @33 g it oy s 3l s Jp
e A Sl L) s 3 as 056 ) Ol aid U1 A Bl a Sted ¢35
Lol > 3 we

B pe ) il r gt o8 s 53wk 3l A 2l e o Uil (S5 winy
Ol oda (L dleeY) eshy e BB caaad) Sl jlenl colslall e Ol o)l s
.(The real exchange "fundamentals™) !5l aad) B2l e Slwllly G



256) sl e (2 30) () Nl apolasi] A dale

Al Lty Lial ol oS a0 il b Sl ) glsd) Rdd) 2 all L -
.(S.Edwards, 1988, p. 24
e o e phn e e ble a5 Aoy Gl ke Do e s ) WG -
imio 2015 (Mourad) a5 awed 5 amny gddl Opall ao (Bpall e Sleds OLE
.33
Lt SV o @l 35 Y sa L gl Opall e 0F LS (Robinson 1947) oses, W
O delin e 2V e sl Y1 gt o Jladll Ul (S gtns B as (2paa)) ae e U
(165 i (1999 (Gslally =W 3 Sag olprdl oda e
() ) Bl a 8 il SLdYI oal Sy Bimge 8005 2.1

¢ & (PPA) a2 (53l Jsl pyghe Bmis ST 5 jlsdl 3yl jand 85ast) el oy o
sl a2t g (oW adWl o amy (1923 a " LS Cilew s sy s ) (ol 8 e Ll
s 3 Wgs IS ahand 251,201 3530 Jolag Ladis sty (pthes G Joladl e 01555 Je 3,2 Y0
Gall ) 385 8 Y ode Ales 1) Lhiod dm IS 5 o Was B (3 1,2 B e 1)
Cdnz 8 Bl ad Lshll Al o 335 2adST PPP 28 0B (U5 e 5 (Jsled) s a2 1)
Dickey et Fuller (1981 Jlsl uay Ly 2 5 Balassa (1964) JSGT jsels any 87 ISy ks
Hrel LS Js Engel et Grange (1987) Jlest g su>gll ol wllastl Lo
G399 Oszp plla e ol e B Biad cdpe yledl Ball e sl ilys OB pgeal) e
Sl 3 anly Bla e ol Sl pmdl o Lee a0 el SLahll e el S5l s i
il o)l el L 1 eVl ol el duls o ol Jgis opshas 18 g adsall 3502yl
Sl whbag sl Je Lol oF) & bl oluhd) colsled) G 56 1)y 1970 2 i
oSN sl e e g sl 31 (3 el e Sl DUl AU el eI O pall
bl jeadll Gl 3 Brall e ol B ld 09Ul Jal s B o0 g ko o5 o Slaa
e ULt g Glarll je) 3l Jla ol 1SS 2k e QW S e an o)l il 25l e
152 5T e ST G U Sl 3Ll sdn ST g caladst] m3len o e 1)l ool Jolas By ks
) Gl 3 Gpall Ve DU bl e QU aplall o) JIssY )
DNl el Ve wlpsleny Ll Sy 5l St Meese and Rogoff ¢bf 1983 a &,
Loy Jla) a2 0 Y 1985-1982



257I Jf\w ;};‘ o w\w>\9 SR 90 (2 /\x\\ ‘82\ ,“ )»\;‘)JQ)L&?'\/";\QJ‘J\B

Srall and Williamson (1994 s sl Ja Sy 230l o el gb cobunndl diay
S Ol e gl Gl a e LW il Gl G I FEER e lbY1 15
LS Wl o sl St Jam 3LV 0585 Lais Jos Il O3l oy S ¢ )
GBI Ot Bazg L 055 ) AL g oy 051l T ¢ adounn woniad Juagy (oS oal
1999y ¢ MacDonald (1997 ally, BEER St lsl) 22l jas lie 4] BLSYL
& el Sl degaz 204 Bale) (3 oS5 sle 2204 i &) 5 Clark et MacDonald
095 Joidl jlanl ¢ Jadd) sl (Joll sgim) fshall ol 3 i Cpall e e ST oz
~ ov (Cointégration) el S e o cod) & (L8 Jias (3lall o Jyn V)
el Slpadll 3 RER Gyl

Grall aw e i ], Stein (1994) 2ty NATREX aolal) it Coall e ylie W
Byel algall CLe 3 Sle gl Olien Ojlys iy U Add) OB all e &l o el aad
Sl Sl 3 Sl et (= DV ey 3 BT (S Y

b Jelall o) (3 gl Add O all e OF Elbadawi ! wealyl <1 1994 2 35
skl 56 mon Y Edwards b o ol il a2l m Capes OF ol ce3gll e e
Gall Yl ad el L) Bns ey Elbadawi 358 06 Qb colwloI Tl x3sl)
Srall g o EAL Ol e e 1Sales sl o ez slal) sl (3 Lapisy AU
-3l

Wl azaldl Jold) 3 plsd) Cpall e dyiondd 090y LS T e Coudert waezsl 1999 w34
Sdeal) Ol 2t bshall bl e g1y 3o an nslan 156 2003 2 s Cashin and al
sl ) e e OS5t ikl Ol mng ) Bidd) Sl OF Igomgy cRewl) aledd
Lalyll) ) 31 .2

& By ) Ol 3ag ) aAH Crall e L ol e tdlyl) Ok Ly pad) 1.2
Cashin and al 7345 Edwards (1989) @b o il z3sedl e dazni v caxly OT 3 5154
W (3 idl) et dgmmge aho sl o regs 28] e detny gzhog s SLasV) O o5k
G it Bl and a5l dedl) Caas g AU Al e dasmi GUESU AW b aly (A1
ok LS an L) olpadll 3 Ws Waylzel fuslal) sl

Log(REER)= o+ B1 (Dpro) + B, Log(TOT) + B3Log(Open) + B4 log(Roil)
+ Bs(Nfa) +B¢ log(Gov)+ &,




258I Sl 2 snadls iag (2 528 cal ) A\%\)m\mp‘\/"}\ﬂ\&k

o 835l UL (2010=100) Jeud) 256 Open sy Jodll addl Ooall 2w D REER -
(IFS/EMI ol 201 lsliam Y1 Uil suelBy Load) didl B Lo
s ol b ol el pladlly i anl) dgagl) Al el gl o a1 3040 :Dpro -
eVl R aylendl pb oleladl) o Eer Y] Byl

¢ AA & (GDP) eyl Jo wlll (bl sadl dtas ptsi i il (2 21505,
L el Sy e ale gt
A sl Al WY e BT e B ) g g)ndl Jold)l o¥as TOT -
slazsVly Ul Ob s v & ‘(,I:_;) T (VI Vsl I oL §key w13)ly jlauly
(UNCTAD) samll oYl dalaie wlslian] Jo
dal dl sl 5 sl fgest o dwdly (g (gl i) 2> :Open -
Sl Yl Sl 5156 e slazeVl Eoll B b p alos § (’(‘;;’I’J‘) A sbl L
AFS ajgd) 3l
O ol e g ad g1 sll il o ()lond) Joldl Loy, s oSy g laiil] 22t 2 IRl -
G Wl SVl jan 6l Y09D) G5k iy Sat A lpsls (3 axly o3y dald) sa Laid)

Shalaall By s hge e Gllapd) G a0 (22 b e ekt 5 B B
[(stat UNCTAD) susll oY1 il e ade Jpadd & ciasial) Jpall aziall

Slilax] e slasVi 6Uly e Jsad) @ () J21 il e 5SS SLEY) GOV -
REPSURITN]

ilall ol oo LSS kneS fenty QY1 J2) U1 e G oy ) 2 IU Jso¥ INFA -
Ll Gl bl e sl willy e Jsadt & (NKI) 1seY1 o3

(GNP Sl gilsdl it Bpall mw wud 2.2

PO R PN N SV TR (R [ WO T ST
el 0ds (ool o gy e (6T (B ) el LSl 058G O

sda JLaly Vol psii Cond iz V) pde Aol (et L3Las¥l Olpazall 2l oSl daes OF L
(Dickey Fuller Augmented) Ll alisscanly 1day byl gzl fonys yidy i)

Holi=di s i Lot o oo



259| Wl 3 nanals isea

(2 50a) ) A o\t s dale

L}:}“{ u}'ﬂ“’é}}“ )\JE.H Ojggj

. .ttab <t

S 3gmgd U3 g 8 5 Al Al Of Tt HO i) 2o 4 Lk P s -
.g:b?

5 el e Uty Y sl ALl O (o THo aeaal) 2 il b :ttalb > 1, ST -
R 6 QUL

Jal me z3sad (3 dlantl) Olpizell gaall LSLl sk ADF Lot il (01) o3, Jsadt o
AW ) e polad) w518y (oLl
Tl Slpad Bumgll o jlest wits 1(01) Jgud

(S o JoY1 G40 s S bl dis 3 picll
L guall Dgust! @dl) DY Ayl @) Ygus! ol Qg @)
(ADF,) (ADF) L5y

%1 4.262735- -4.258840 4.262735- -1.109840 Lreer
%5 3.552973- 3.552973-

%10 3.209642- 3.209642-

%1 2.636901- -6.207613 2.636901- -1.259532 Dpro
%5 1.951332- 1.951332-

%10 1.610747- 1.610747-

%1 4.252879- -5.236820 4.243644- -2.138358 Lroil
%5 3.548490- 3.544284-

%10 3.207094- 3.204699-

%1 4.262735- -5.187284 4.243644- -2.060372 Ltot
%5 SSEZ0I s 3.544284-

%10 3.209642- 3.204699-

%1 4.252879- -4.560325 3.632900- 1.743331 Nfa
%5 3.548490- 2.948404-

%10 3.207094- 2.612874-

%1 4.252879- -4.179952 4.252879- -2.452407 Lgov
%5 3.548490- 3.548490-

%10 3.207094- 3.207094-

%1 3.639407- -4.053438 -3.632900 -1.563069 Lopen
%5 2.951125- -2.948404

%10 2.614300- -2.612874
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Null Hypothesis: RESIDO1 has a unit root
Exogenous: None
Lag Length: 0 (Automatic based on SIC, MAXLAG=9)

t-Statistic Prob.*

IAugmented Dickey-Fuller test statistic -3.611235 0.0007
Test critical values: 1% level -2.632688
5% level -1.950687
10% level -1.611059

*MacKinnon (1996) one-sided p-values.
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VAR Lag Order Selection Criteria

Endogenous variables: NFA LTOT LREER LROIL LOPEN LGOV DPRO
Exogenous variables: C

Date: 05/09/17 Time: 20:57

Sample: 1980 2015

Included observations: 34

Lag LogL LR FPE AIC SC
0 -34.42836 NA 2.70e-08 2.436962 2.751213
1 174.7965 319.9910 2.32e-12 -6.988030 -4.474024*
2 240.7756 73.74132* 1.26e-12* -7.986799* -3.273038

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Pairwise Granger Causality Tests

Date: 05/13/17 Time: 16:39

Sample: 1980 2015

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
DPRO does not Granger Cause LREER 34 1.89014 0.1692
LREER does not Granger Cause DPRO 0.29987 0.7432
LTOT does not Granger Cause LREER 34 1.25892 0.2990
LREER does not Granger Cause LTOT 1.12755 0.3376
LOPEN does not Granger Cause LREER 34 2.25689 0.1228
LREER does not Granger Cause LOPEN 5.02774 0.0133
NFA does not Granger Cause LREER 34 0.00074  0.9993
LREER does not Granger Cause NFA 1.18027 0.3215
LROIL does not Granger Cause LREER 34 0.43889 0.6490
LREER does not Granger Cause LROIL 240669 0.1079
LGOQV does not Granger Cause LREER 34 0.72408 0.4933
LREER does not Granger Cause LGOV 0.09050 0.9137
LTOT does not Granger Cause DPRO 34 2.23983 0.1246
DPRO does not Granger Cause LTOT 2.49677 0.0999
LOPEN does not Granger Cause DPRO 34 2.85130 0.0740
DPRO does not Granger Cause LOPEN 0.62397 0.5428
NFA does not Granger Cause DPRO 34 0.59594 0.5577
DPRO does not Granger Cause NFA 0.58375 0.5642
LROIL does not Granger Cause DPRO 34 0.60889 0.5508
DPRO does not Granger Cause LROIL 0.92358 0.4085
LGOQV does not Granger Cause DPRO 34 0.02380 0.9765
DPRO does not Granger Cause LGOV 1.18831 0.3191
LOPEN does not Granger Cause LTOT 34 1.05880 0.3599
LTOT does not Granger Cause LOPEN 1.08595 0.3509
NFA does not Granger Cause LTOT 34 0.07957 0.9237
LTOT does not Granger Cause NFA 225112 0.1234
LROIL does not Granger Cause LTOT 34 1.07774 0.3536
LTOT does not Granger Cause LROIL 1.70473  0.1995
LGQV does not Granger Cause LTOT 34 2.20015 0.1289
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LTOT does not Granger Cause LGOV 1.23380 0.3060
NFA does not Granger Cause LOPEN 34 2.38698 0.1097
LOPEN does not Granger Cause NFA 1.17916 0.3219
LROIL does not Granger Cause LOPEN 34 0.25906 0.7735
LOPEN does not Granger Cause LROIL 1.50750 0.2383
LGOQV does not Granger Cause LOPEN 34 0.34419 0.7117
LOPEN does not Granger Cause LGOV 0.39627 0.6764
LROIL does not Granger Cause NFA 34 3.02508 0.0641
NFA does not Granger Cause LROIL 5.13388 0.0123
LGOQV does not Granger Cause NFA 34 2.08494 0.1426
NFA does not Granger Cause LGOV 0.22904 0.7967
LGQV does not Granger Cause LROIL 34 0.38924 0.6811
LROIL does not Granger Cause LGOV 1.04486 0.3646
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Date: 05/09/17 Time: 20:59

Sample (adjusted): 1983 2015

Included observations: 33 after adjustments

Trend assumption: Linear deterministic trend

Series: DPRO LGOV LOPEN LREER LROIL LTOT NFA
Lags interval (in first differences): 1 to 2

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.925415 267.6069 125.6154 0.0000
/At most 1 * 0.902542 181.9449 95.75366 0.0000
/At most 2 * 0.673070 105.1099 69.81889 0.0000
/At most 3 * 0.581440 68.21561 47.85613 0.0002
/At most 4 * 0.523892 39.47480 29.79707 0.0028
At most 5 0.359938 14.98517 15.49471 0.0595
/At most 6 0.007874 0.260883 3.841466 0.6095

Trace test indicates 5 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Eviews 06 gl ol 2 @ ydal
L e A aedl e STTrace Statistic wy o acd of Lt (05) Jead! JM o
Avace > Critical -Value  :of ¢ % 5 wes s
el G Gl a  palie SO B 35y pim A5 gly Ho B! o))l ass LWLy
toe U9 05 aYs ssnas wilsasy
None colizs JolSS 5909 ps -
Atmost 1 s Je aslg ams 3959 —
S Je olemn02 35y -
S e olgomze 03 55y -
S e olemze 04 555y -
ol Sl S e oleme 05 sy gm0




265 e e (2 sda) e A aas\aiv] Hadale
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L)
Log(REER)=1.490441+5.181921*(DPR0O)-0.969811*Log(TOT)-
1.822099*Log(OPEN)+0.925974*Log(ROIL)-0.017892*(NFA)-

1.457032 *Log(GOV)
t AU Jgadl (3 Boge il =

Juskll st & BN s s :06 Jous

Dependent Variable: LREER
Method: Least Squares
Date: 05/09/17 Time: 20:41
Sample: 1980 2015
Included observations: 36
LREER=C(1)+C(2)*DPRO+C(3)*LTOT+C(4)*LOPEN+C(5)*LROIL+C(6)

*NFA+C(7)*LGOV

Coefficient  Std. Error t-Statistic Prob.

C(1) -1.490441 0.973584 -1.530880 0.1366
C(2) 5.181921 1.873017 2.766616 0.0098
C(3) -0.969811  0.180830 -5.363112 0.0000
C(4) -1.822099 0.303139 -6.010764 0.0000
C(5) 0.925974 0.133167 6.953464 0.0000
C(6) -0.017892 0.002766 -6.469423 0.0000
C(7) -1.457032 0.399754 -3.644820 0.0010
R-squared 0.856061 Mean dependent var 5.063049
Adjusted R-squared 0.826280 S.D. dependent var 0.540976
S.E. of regression 0.225477 Akaike info criterion 0.031470
Sum squared resid 1.474358 Schwarz criterion 0.339376
Log likelihood 6.433548 Hannan-Quinn criter. 0.138937
F-statistic 28.74569 Durbin-Watson stat 1.002555
Prob(F-statistic) 0.000000
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