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The sensitivity of fluctuations in the Algerian dinar exchange rate to
monetary shocks using the VAR model
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Abstract:

We aim through this study to examine the impact of monetary variables
on the Algerian dinar exchange rate during the period from 1980 to 2017
using the technique of vector autoregression model, After studying the
stability of the variables and then analysis of random shocks and analysis of
variance.

The results show that the real interest rate has a significant role in the
interpretation of the exchange rate within the monetary variables in Algeria
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reflects a clear agreement with the monetary approach to exchange rate
expectations, which states that monetary variables a prominent role in the
interpretation of exchange rate fluctuations.

Keywords: Exchange rate, inflation, shock analysis, analysis of variance.
Jel Classification Codes: C19, E31, F31
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AV plas s ) B (500l Slpane o it JolSS BMe 39y pde (5 29 e
gt IS BB i) s D e o Ol sdaze 2308wl e Bm sy VAR, 31
(Bourbonnais, 2006, pp. =Y Slpadlly sl s e (S 2ol il dauly s
ok S 5sadl sty 255-258)
X; = (TCR, TM2D, IRD, INFD, GNPD, SBC, SBCE, ) + U,
AIC; SC pplnall in jaal i 3} (P=1) 8155 gy il oWl 328 Jsbo sl ny
i Jadll Byl ja m34k
D(TCR), = 0.4522 * D(TCR(~1)), — 0.3152 * D(TM2D(~1)), + 0.8053
* IRD(=1), + 0.2401 * D(INFD(—l))t — 3.4745 x GNPD(-1),
—0.5251 * D(SBC(~1)), — 1.6242  D(SBCE(-1)), — 6.6262
R? = 0.410015 F—st= 2779835 n=36
ilam] Of Lo (3)il) aslall s Lo fuadtl il I35 e g3y a1yl
el 2l jass Wby ¢(Fiap=2.28) asdl Lzed oo xS (Feai=2.7798) drgstl i
oo 100 01 G o) Jolas OF LS (LIS (tme 350l a2V Aslad alpiall dnnall o
dLBLYY Ll el b o ks (1980-2017) 321 I Bpall e 3 Sl
e 055 Bl 2ol e Al Jok drg ) Aes Lol ) el OF s (205
e g8 AL s Y01 5 opeis Bl B Bl e 550 Aha il oY1 Ol
Amir Khordehfrosh cu=ll auls ae Gl 1day 900,45 & a1 sl Ol
A sl Jass L) Al (3 T Dilmaghanil et Amir Mansour Tehranchian

e %00.24 5 9%60.80 - wisy A 35l Gyl ae 0B %01 4 aRL) 3R szl Jdesy
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06 901 5 U e 38 s 58 Jdney Bl 1S 58 Jane e JSTpE) O LS.
S bl Ol ) W el e %03.47 5 %00.45 L ais UL sl Gl e
el 35 I gad Jedl Bl e e ghe T OLled U e BT g2 Yy
oA e 901,624 9%0.52 L b 57l Crall aw plifl ) o5 %071 s Lugelis)b
7358 e Lo il 23l ST sl Ly orgs p3vad) Juas Aadas OF o amzizns OF S Loy
GHlse 1dng dorge AA) SN jand o) purd) Ak cogdan 05SS OF 25k ) g9
ok Yy Jay H.Levin aulps 3 Wl fosll il Sas Christophe Blot i,
3 i o€ Jae alally LW W) Gl ST Lo (W) Clud) 5T 305 olims 551 audd
Amir Khordehfrosh ol=Ul o)l Slog U gole sy aJle 3ls] ol Wl
il dgx a9 dgx e I Ligzals 3 Dilmaghanil et Amir Mansour Tehranchian
A2 @l Ol Aoy a7 Redae Wl sl gid S e a1 Ga eS am
— U darge SIS JB1 () O sy SLST rd) OF s il 3L8] a2 Y
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7350 iy Bl and ASCalul Bl .5
i) Ball e Blnrad (se mm o5 (Al ) Al s blas) i Jigs JA£.1.5
3 o pr i Lo ol 10 558 I3 Sy (ol S e 2akl) danal aad)
el dl) ) Slpkis (3 dly (Sylas DA JIas Soadl Sladkall S Ol e 0L Bz
Bl e Bl olST g o Y1 (gl Ol sy it sl Baiall sy 231 350 e
e e 35l Job e CILly Coangl) cn cals ai bl 5 T e e LT a4
Aoy grie 3 B edall B LoV sl 3 koo ¢ 38 Jsb Lo alnal STy L 28
Bl ke S5 da j2ifly 021,37 jlis o)y il e BenS g V) (gl OI

) U 2l Bl LT ) ) 3 903,83 ) g W1 sl 3 %09.71 40 51
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Cpall e Jo JIle JT W cilS e Job e bl STy il s e 2l eSS
Glons AN ig Aad S8 e (3 B dedall Bs 708.06— 1 231 s (3 o
3 %3.57- 5wl @) 3) B r A e Jaae @ B Badall Bs ¢ asy
sl als” e o STU Ol 2 sl 8 Jaae (3 80 Reall 2 L2861 5l
2 3 s %00.03- 5 oy 0 ) Jadles & (a9 W1 33l 3 900,99 0,8 Bzl
Sl L2 %0131 4 )8 alnal STy Comge 1 U (et Jine 3 Bkl 2aially 354l
75 W e AT 21 (lndl OB sy 6 e s Bado Slas] ey aW SR

e 451 901,61 4 )6 a7l 3 o i STy 3740l Job Jo Crse T s
Hn &l oo caaMo Se b V1 (39 318 B (3 Ly a5 OF ) am) ) 37400 dmy Blizs
Badal) 1 OF V] )l wlpaze S e 2lpie Rado (5T el die Cpall and 258 Bilonnl
Aoty (3) Bidd) Olpad) (3 DA etal) s COlS Rl STy Lo AT U Bpkie e a3
EXUEUIRY
) Jdaey  2dd] UL e 3 Bas) el i O

S L) 193 gl il eogy 12 Jgud!

Response of TCR
Period DI(:;I;C D(TI)\/IZD IRD D(II)\IFD GNPD | D(SBC) D(S)BCD
. 0.0000 | 0.00000 | 0.00000 | 0.00000 | 0.00000 | 0.00000 | 21.3709
00 0 0 0 0 0 1
] - 0.66837 161111 | 9.71498
2 0.3266 0995131 | 806827 3 -1.74328 . .
0.5782 - 1.31129 0.38527 | 3.83315
3 o> | 0208901 | 660399 o -3.57379 A o
0.3549 - 1.20173 1.39167 | 0.87634
4 1= | 0119709 | 440538 o -2.37593 5 .
0.1343 - 0.75479 0.97012 -
> 81 | 0155108 | 230193 3 -1.67450 8 0.247401
6 0.0978 - -0.98342 | 0.55297 | -0.87984 | 0.45743 -
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22 [0.112256 8 1 0.457347
0.0602 - 0.39068 0.23182 -

! 17 0.081615 0.31371 1 -0.37360 9 0.426760
0.0325 - 0.25911 0.10134 -

8 97 | 0.061607 -0.00714 2 -0.13019 5 0.330650
0.0195 - 0.10504 | 0.17124 0.03031 -

9 23 | 0.043843 6 2 -0.01638 6 0.230885
10 0.0118 - 0.12467 | 0.11242 | 0.02787 | 0.00146 -

89 | 0.030294 5 2 0 8 0.153541

Eviews10 gl w2 e blazel CoUl slasl g 2 el

ed ) L Jead LLLE e :(Decomposition de la variance) ol 4;£.2.5
oS (3 by U g BT g ()l O sy OF oS5 ol aidl Jadll
ATy LoV akanli sad 3 gad Jadl ool e 3 g Ll b e 0100 s L
sl Lol ol 0 %076.70 caly g (a3l (3 ded) odny i) alzud) 3740 (3 %088 s
il Gl e sl Wbl ol ks (3 poales b Al Ol 3 W sl 21
i S ad (ol T elay S dm cople S B3y I BRA) e By A
Jaes 3 wlladl 0 %1819 walis 395 cal o (pal) and sl s 5 s 3

5y3 8 3] Sl e 3, dey o e Gl U3 sy ¢ il oS AL Jadll Cpall e
3 el Jine ¢ 900.79 S r 2 JE (gl Ol ey S 903 .40 walos

@ bzl oSs by J00.15 2 s 56 Jans @ 00,64 5 wwblis i 39,5 o)

E W 1S gV lndl DL ) sgas Il el IS Al B ST O )

- i B e
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Period | Variance Decomposition of TCR

D(TCR) D(T')V'ZD rp | P ')\":D GNPD | D(SBC) D(S')BCD
1 0.00000 | 0.00000 | 0.00000 | 0.00000 | 0.00000 | 0.00000 | 100.000
2 0.05332 | 0.15880 | 10.4389 | 0.07163 | 0.48733 | 0.41624 | 88.3737
3 0.09569 | 0.14961 | 155983 | 0.31082 | 2.26867 | 0.39374 | 81.1830
4 0.10917 | 0.14553 | 17.6403 | 0.49711 | 2.95427 | 0.64450 | 78.0090
5 0.11018 | 0.14689 | 18.1274 | 0.56795 | 3.29625 | 0.76387 | 76.9873
6 0.11111 | 0.14810 | 18.1973 | 0.60745 | 3.38997 | 0.78963 | 76.7563
7 0.11150 | 0.14887 | 18.1949 | 0.62758 | 3.40594 | 0.79622 | 76.7148
8 0.11161 | 0.14934 | 18.1898 | 0.63648 | 3.40727 | 0.79739 | 76.7080
9 0.11165 | 0.14958 | 18.1889 | 0.64036 | 3.40686 | 0.79741 | 76.7051
10 | 0.11166 | 0.14970 | 18.1897 | 0.64202 | 3.40672 | 0.79735 | 76.7027

Cholesky Ordering: D(TCR) D(TM2D) D(INFD) IRD GNPD D(SBC) D(SBCE)

Eviews10 gl ol e blazel Eo Ul slasl e 2 el
P LS aslas Yl whlas Yl an e IS 3 desn iz 350! 0. 3.5
Loya 3t il el 0L s obsl JKadl N e ipdged) iyl jles11.3.5
spadl S el o3 of 3 (VAR satisfies the stability condition) .Y
oo IS Gl e B e Ugbs OF Les™ o) 2adll o lgll e 151 2 iSRS W1 o5l
o ol e ol LYl ASlean e gl Y 23eedl OF sn L Bdgll 815 Jols w5 el

bl cpd ity Jirne m3gadl Oy ol Yl
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VAR 350 ASoalll gyl el jlasl w1 S

Inverse Roots of AR Characteristic Polynomial

1.5

Roots of Characteristic Polynomial
wvariables: D{TCR)
DThZ20)
D{MNFD) IRD GHNPD D(SBC)
D(SBCE)
Exogenous wvariables:
specification: 1 1

Lag
Date: 051619 Time: 16:25

Root Modulus
0.6548588 D.648588
0. 471536 - 0106284 0.483366
0.471536 + 0106284 0483366
-0 114860 - 0.289728i 0.311666
-0 114860 + 0 28B9T728i 0.311666
0.187822 0.187822
-0 027541 0027541

Mo root lies outside the unit circle.
WAR satisfies the stability condition.

Eviews 10 gl e Islazs) e Ul slas] o 2 ol

(LM-Stat) Breusch-Godfrey ;L Jos a gl sl G bigy¥) jles1.2.3.5

Sie LV B Jles¥ OF 3 Q) dsles Sled 313 BL3I sy pde

Ol dis %05 wgall 4> 0 ST (Prob=0.4859) 5 (Prob=0.6019) «(Prob=0.1915)

Lags
1

2
3
4
5

25 G QU Jsudly ) e (P=1, P=2, P=5) 2
sl 3101 Ly Breusch-Godfrey jlest gits 14 Jgud!

VAR Residual Serial Correlation LM Tests
Date: 05/16/19 Time: 16:32

Sample: 1980 2017

Included observations: 36

LM-Stat
58.85214
46.67142
53.64999
36.79639
49.58956

Prob
0.1915
0.6019
0.3354
0.9126
0.4859

Eviews 10 gl e Islaze) oLl slas] e 2yl
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-Bourbonnais, R. Econométrie. paris, (Paris, DUNOD, 2009).

Blot, C, sensibilité du taux de change aux chocs monétaires et budgétaires,
une analyse en termes de var des fluctuations euro/dollar. revue de
["OFCE, 2005.

CIVCIR, I. The Monetary Model of the Exchange Rate under High Inflation
The Case of the Turkish Lira/US Dollar. Journal of Economics and
Finance, 115, 2003.

Dombusch, R. Exchange Rate Economics :Where Do We stands, 1980.

Emeka nkorol, A. K. Autoregressive Distributed Lag (ARDL) Cointegration
Technique: application and interpretation. Statistical and Econometric
Methods, 2016.

H.Levin, J. money supply growth and exchange rate dynamics. Journal of
economic integration, 1997.

Tehranchian, A. K. The impact of monetary policies on the exchange rate: A
GMM approach, Iran. Econ. Revu, 2015.

data worldbank. (s.d.). sur https://data.worldbank.org/data-catalog/world-
development-indicators, (Consulté le 18/05/2019).

0.8
bl o1 goke
TCR TM2D IRD INFD GNPD SBC SBCE

1980 309.42 11.82 23.89 4.03 1.02 4.00 -0.46
1981 343.78 12.28 18.65 -432 172 371 -0.39
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1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

359.64
377.19
410.92
442.68
408.74
361.59
298.77
256.33
217.02
129.44
132.76
159.25
137.52
115.28
117.77
127.16
133.44
123.39
117.61
121.36
112.58
101.56
102.02
97.76
97.72
96.42
100.71
99.48
100.00
99.43
104.85
103.33
105.48
101.01
99.34
101.28

6.79
1.88
1.08
-2.51
1.20
-4.16
-9.05
0.31
9.26
20.71
13.88
12.85
14.16
23.45
28.86
26.79
22.89
25.04
30.46
14.52
9.41
9.00
11.95
18.32
17.04
15.37
21.56
17.90
16.12
19.58
20.27
17.12
10.13
6.94
11.05
9.35

711 -041
10.15 -2.75
13.21 -3.82
8.40 -6.94
5.37 -10.47
996 -3.78
10.26 -1.83
1478 -4.48
23.17 -11.25
34.74 -21.65
15.31 -28.64
8.49 -17.59
18.65 -26.44
1451 -26.97
10.38 -15.75
-1.52 -3.40
-791 -3.40
6.46 -0.46
17.12 3.04
-5.49 -140
-4.09 0.17
227 -2.00
533 -1.28
987 201
7.06 0.91
3.77 -0.83
9.44 -1.02
-19.14 -6.09
8.97 -2.27
9.80 -1.37
082 -6.82
-6.60 -1.79
-6.98 -1.29
-13.36 -4.67
-4.00 -5.14
-1.46 -3.46
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-5.97
1.52
3.94
2.71
5.08
6.05
6.97
1.06
2.52
2.19
2.68
5.63
5.68
-0.35
0.29
3.74
-0.31
1.73
0.51
-1.69
-3.43
-3.92
-0.11
-2.06
1.47
-0.98
-1.94
-3.52
0.11
-0.11
0.18
0.44
-0.03
0.33
-0.60
1.72

1.93
2.14
-1.76
-3.16
-10.32
-4.14
-7.10
-0.87
-1.49
5.52
1.45
-1.36
-3.52
-2.80
5.82
9.57
0.06
5.37
21.28
14.67
9.87
14.37
14.41
23.13
26.89
22.20
19.26
-0.58
7.02
10.10
8.38
2.81
.71
-13.35
-14.17
-10.86

-0.60
-1.42
-2.54
-2.62
-2.87
-2.97
-2.08
-1.53
-1.30
-0.46
-0.53
-0.95
-1.27
-1.17
-1.19
-1.18
-1.79
-2.66
-3.65
-3.47
-3.88
-4.38
-5.04
-5.51
-5.56
-4.96
-4.91
-2.74
-3.43
-3.73
-3.51
-2.92
-2.90
-2.86
-2.78
-2.97



