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An Empirical Study of the real exchange rate of oil-exporting countries
The case of Algeria 1990-2017
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Abstract:

The study aims to know the effect of oil price changes on the real exchange rate of the Algerian
dinar during the period (1990-2017), using the Johansen joint integration test and the VECM error
correction model. Five variables were chosen, as it represents the real exchange rate of the dependent
variable Algerian dinar, While the independent variables were the price of oil, the rate of inflation, the
degree of economic openness, and the exchange reserves. As a result of this study, there is a direct
relationship between the price of oil and the real exchange rate of the Algerian dinar in the short term,
and an inverse relationship between the price of oil and the real exchange rate of the Algerian dinar in
the long run. The results also showed that the price of oil is the most important variable that explains
the changes in the real exchange rate of the Algerian dinar, and accordingly, a policy of economic
diversification should be pursued and the current price of oil disengaged to get out of dependence on
the hydrocarbons sector.

Keys words: Oil prices; Exchange prices; Exchange systems; Real exchange rate; Algerian dinar; Joint
integration; VECM.
JEL classification codes: C1; F33; F31; C5; O1.
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Period S.E LRTC LPPT LI LOE LRB
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