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Abstract :

The study aimed at analyzing the relationship between exchange
rate fluctuations and inflation rates in the Algerian economy during
the period (1970-2016), using the modern econometric methods,
mainly in the tests of stationarity, the theory of cointegration and the
test of Granger's causality, according to econometric approch.

The results reveal a lack of evidence of the relationship of
equilibrium in the long run between the Algerian dinar exchange rates
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and inflation rate, and moreover, the analysis reveals that there is no
trace of causality in both directions, in the sense that the theory of
purchasing power parity theory is incorrect on Algerian reality. And
him not equal the purchasing power in the long term and thus can not
rely on this theory in the identification and interpretation of the
exchange rate of the dinar in the Algerian current reality and with data
current.

Key words: exchange rate, inflation, co-integration, Granger
causality, Algerian economy.
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LN_TC=3.937920 - 0.52456*LN_INF

5)-\-5-“ )‘-\&3\(‘ ;U.)LR-Q : (2) pj) Jj.\.a”

Dependent Variable: LN_TC

Method: Least Squares

Date: 03/05M17 Time: 00:11

Sample: 1970 2016

Included observations: 47

ariable

Coefficient Std. Error -Statistic Prob.

C

LMN_IMF

3.937920 0.429418 9.1703531 0.0000
-0.524600 0.210029  -2.497755 0.0162

R-squared

Adjusted R-squared
S.E. ofregression
Sum squared resid

Log likelihood
F-statistic

Prob{F-statistic)

0121759 Mean dependentvar 2968990
0102242 3.0. dependentvar 1.332558
1.262599 Akaike info criterion 3345843
F1.73705 Schwarz criterion 3424573
-76.62731 Hannan-Quinn criter. 3.375470
6238779 Durbin-Watson stat 0114566
0.016222
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Pairwise Granger Causality Tests
Date: 020517 Time: 00:33
Sample: 1970 2016

Lags: 2

Mull Hypothesis: Obs  F-Statistic Prob.
DIF_LM_TC does not Granger Cause DIF_LMN_IMNF 44 0.29675 0.7449
DIF_LM_IMNF does not Granger Cause DIF_LM_TC 0.09521 0.9094
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(2016-1970) 5401 I
(Saml Mgs/72)TC ¢ (%) INF
1977 1976 1975 1974 1973 1972 1971 1970

1982 1981 1980 1979 1978

825 875 270 697 400 283 485 INF
6.18 14.66 9.19 10.43 15.58 10.97

397 415 416 395 418 396 448 491 4.94TC
459 432 384 3.85

1990 1989 1988 1987 1986 1985 1984 1983
1995 1994 1993 1992 1991

932 587 756 1231 1050 8.19 6.02 INF
29.79 29.00 20.52 31.68 25.90 17.88

896 7.61 591 485 470 5.03 498 4.79TC
47.66 35.06 23.35 21.84 18.47

2003 2002 2001 2000 1999 1998 1997 1996
2007 2006 2005 2004

426 143 420 030 259 5.00 5.70 18.70 INF
3.67 231 138 3.97

77.39 79.68 77.22 75.26 66.57 58.74 57.71 54.75TC
69.29 72.65 73.28 72.06
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2015 2014 2013 2012 2011 2010 2009 2008
2016

478 290 330 889 453 391 574 4.85 INF
6.70

100.40 80.13 79.37 77.54 72.94 7439 72.65 64.58 TC
109.01

Source:

Collections Statistiques N 166/ 2011, novembre 2011, Ons, Alger,
p162

http://www.oanda.com/lang/fr/currency/historical-rates

http://data.worldbank.org/country/algeria
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1020
)Lu:i 5..\:3).'? csld gl @B Lgé lgad S ‘é\]a}” alaidv nrd 4
[zt de] (2010/10/20) . 4152 cpg!
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Lozt e 02018
http://www.elkhabar.com/press/article/133834
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