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Abstract:

The aim of this study is to shed light on the movements of the real exchange
rate of the Algerian dinar and its main determinants, namely oil prices, trade
liberalization, financial integration, government expenditure and
productivity differentials, using the methodology of cointegration during the
period 1970-2016. The results of the study showed that there is a long run
equilibrium relationship between the real exchange rate and its main
determinants in Algeria, and confirmed that oil prices have a positive effect
on the real exchange rate. The real exchange rate is also affected by trade
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liberalization, productivity differentials and government spending, while the
impact of foreign direct investment on Algeria’s real exchange rate is weak.
KeyWords: Real Exchange Rate, Trade Liberalization, Financial
Integration, Algeria, Cointegration Methodology .
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&bl @ 28Mall dulyuy Johansen ;Las| zewy . johansen (1989)4;las 2 Liaal ol s
B, 2 e sLeiclly Ly Jmpall i e AlelSie Sliie Asyame O skl
SEMe sue Glusy Johansen ;Las | mewag « (ol All JolSEl 2858l ASY Aolzd) el
JalSall g me Ly Blacells «opalill JalSHl Aaal sue b IS 30 el JolSall
. el Al

Jlss poiiad A aloykl 3 cishall Skl Silelas s eud A Aoyl 3 Lof
Slarill sda Cuzmiud a8 8,2l The impulse response function dad dl &l=iuYl
Ll @uadl e Bugar Aedue Al 2ead ] el Jlgs Jiad 9« JoAd) yau § Loial
lia @b e Bydlo L3550 Aozt 6 @ sl (e Hoiso 518 o A1) panall Alanadl o
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e lg Addaidl d ! él.i.‘».3.4
cRwhll @ Alearad) ol jeilas Adyae Jal ooy tldi) @l
Lumoll Lodxdl Hlasl La sodedl adsd lasl Lideatwl
489 « Philips- Perron PP J &u>gll 9zl ;Las! 9 « AugmentedDickey-Fuller ADFLa]I

EWEN

sd> tu>Schwarz g Akcaike Jolall ladisl dad jasol e el ol sl sae Glus @
2 5 samd aaall bl low 1 JoAdl yaw 9 Brall yaad dudlly ol sl sae
@ Byitunag « %DAgine Syius dic Syiudl §8yitue pt Slpaill IS of wlball cidy a3y
(1) do¥1 Ayl (o AalSCia Ll (61« Jo¥1 L

gl il s gt (1) sl

LAl Jo¥ Jucaldty 6 Fisal) &) sriall
PP ADF PP ADF

I(1) |-3.369687** | -3.456003** | -1.824756 | -2.967107 TCRE
I(1) | -5.696591*** | -5.699341*** [ 2186075 | -1.775556 ROILP
I(1) |-4.838262** | -4.906272** | -1.967065 | -1.751801 OPEN
I(1) |-7.512015*** | -7.308264*** | -1.335655 | -1.532218 TOT
I(1) |-7.219152*** | -4.089100** | -1.473867 | -1.521883 | GOVGDP
I(1) |-10.62440*** | -6.326875*** | -3.712916 | -2.295850 FDIGDP
I(1) |-7.639314*** | -4.360719** 1.637249 2.745810 DPRO

10% & 5ina (s FiuaBU*** Ay gina (g gheua**
Sl 9 il Bpall a0 IS oF Lesg seml Akl JulST Hlas | mli
Jobadl Juas cgylmtll 2 liai¥l jdge «Audnll JoAdl jas (o S G Aliaall 4 55wl
ceii (e Walie ArliYl 39,8 LTy aladl Bl alll que¥ sledlad) glall
i elile JalSS A8Me 5929 A8 ligd (Lol ot las ) Lo LS) Azl
"ol Jol&lt Johansen-Juselius jlas | sl ":(2) Joazd!

A/ Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.888261 164.6879 125.6154 0.0000
Atmost 1 * 0.649512 98.94017 95.75366 0.0296
Atmost 2 0.514691 67.48734 69.81889 0.0757
Atmost 3 0.489147 45.79825 47.85613 0.0771
Atmost 4 0.425365 25.64805 29.79707 0.1396
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Atmost 5

0.192186

9

.027425

15.49471

0.3628

Atmost 6

0.083773

2

.624739

3.841466

0.1052

Trace test indicates 2 cointegratingegn(s) at the 0.05 level

B/ Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.888261 65.74776 46.23142 0.0002
Atmost 1 0.649512 31.45284 40.07757 0.3338
Atmost 2 0.514691 21.68909 33.87687 0.6317
Atmost 3 0.489147 20.15020 27.58434 0.3309
Atmost 4 0.425365 16.62062 21.13162 0.1907
Atmost 5 0.192186 6.402686 14.26460 0.5621
Atmost 6 0.083773 2.624739 3.841466 0.1052
Max-eigenvalue test indicates 1 cointegratingegn(s) at the 0.05 level

Maximum g Trace Gslbas| bl e udl oalill Ll Hlasl mls oy
9610 9%5% 510 Siun dic (ol il JolSall Buslg 48Me J5Y1 e 392> sFigenvalue
gl el el Lol Hlas ! mls M5 oo sdughall okl Sledas puds .z
5yall lpaally (asioedl el Capnll yas bl paall o ol dbshs 8Me 3529
(Sol=dl Joladl Jaae gl e jd5e (JoAd) jaw 0 S @ Wil 5 4
Wohall cilalall uuas mlu Al Gay8 3y aladl Glay) aldl g ledind]
(JW Joazdl § yelas J2Y1
"dagladl gull iladas y3uds ™ (3) Jouzd!

TCRE ROILP OPEN TOT GOVGDP FDIGDP DPRO CONSTANT
Coefficients 0.745577** | -2.069450** | 0.029313 0.427091** | -10.1963** | 9.733456** | 7.345668**
Standard (0.11253) (0.10760) (0.06620) (0.17433) (1.35630) (1.10134) (1.234557)
Error
T-statistics 6.625584 -19.232806 0.442794 2.449899 -7.517754 8.837420 5.950043

Eviews 9.zebiyy Jleaiwly oLl slae] oo syl %5 wie Lgiall cbigiun J) i ** :dlasdle
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. GOVGDP .TOT . OPEN. ROILP:¢ye JSSTCRECws Ul bl Julms" 14 gzl
".DPRO o FDIGDP

o sl S.E. D(TCRE) D(ROILP) D(OPEN) D(TOT) D(DPRO) | D(GOVGDP) | D(FDIGDP)

1 19.35515 | 100.0000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000

30.17006 | 67.32918 | 9.614184 | 1.785242 | 3.706361 | 14.98792 | 2.555030 | 0.022088

33.86659 | 53.44855 | 11.55299 | 1.764478 | 9.596201 | 13.43440 | 9.620083 | 0.583301

35.88664 | 48.39444 | 13.21194 | 2.679122 | 8.959863 | 11.96454 | 12.07089 | 2.719200

37.40935 | 45.34043 | 12.22191 | 5.955893 | 11.11768 | 11.64804 | 11.12616 | 2.589893

o o M| W N

40.22774 | 41.68446 | 10.57939 | 9.358069 | 11.30917 | 14.88849 | 9.715974 | 2.464454

7 41.60746 | 41.12550 | 10.39267 | 10.49989 | 10.65515 | 15.52714 | 9.150705 | 2.648949

4193961 | 41.33373 | 10.26903 | 10.35800 | 10.52893 | 15.29799 | 9.266596 | 2.945729

9 4224639 | 41.12932 | 10.59528 | 10.21025 | 10.56785 | 15.33502 | 9.259074 | 2.903198

10 | 4255931 | 40.63295 | 10.50428 | 10.60316 | 10.43079 | 15.62597 | 9.260656 | 2.942195
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