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The Impact of the Currency Devaluation on Imports in Algeria during the period (1986-2016)

using vector autoregressive models
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Abstract:

This study aims to highlight the impact of the currency reduction policy on imports in Algeria during the
period (1986-2016), by using vector autoregressive models (VAR). It was concluded that the change in Algerian
imports constitutes inflexible values of real exchange rate change. In addition to a positive relationship between
them as the rise in the real exchange rate leads to a rise in domestic prices compared to foreign, which increases
the value of imports. However, the devaluation policy has not contributed to the reduction of imports, because a
large part of them are essential food products as well as important intermediates and productive goods, and can't

be dispensed even if their prices rise.
Keywords: Currency Reduction Policy, Imports, Self-Regression Model, Exchange rate, Commaodity prices.
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Inverse Roots of AR Characteristic Polymomial
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Foots of Characteristic Polynomial

Endogenous variables: LMW LMREX LMPIM
LMGDP

Exogenous variables: C

Lag specification: 11

Date: 02/06M18 Time: 18:00

Root Modulus
0.942315- 0.057097i 0.944044
0.942315 + 0.057097i 0.944044
0.458517 0.459517
0.262249 0262249

Mo root lies outside the unit circle.
VAR satisfies the stability condition.
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VAR Residual Serial Correlation LM Test

lag LM-Stat Prob
1 20.6878 0.1908
2 20.1836 0.2121
3 6.636136 0.9797
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VAR Residual Normality Tests

Orthogonalization: Cholesky (Lutkepohl)

Component Jarque-Bera df Prob.
1 5.570 2 0.0617

2 4.009 2 0.1347

3 0.223 2 0.8942

4 0.408 2 0.8152
Joint 10.2128 8 0.2504
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204 o .« 2010 Boaadle Liasydl Jlod wbisliatdl dlxa. (2007-1970)
*Enisse Kharroubi , The trade balance and the real exchange rate ; BIS Quarterly, 2011..
* Muhammad ASIF ;impact of Devaluation on Trade Balance in Pakistan ; Volume 3, Issue 3, 3Q, Summer 2011.
Sttt Ao Halys Aeldl Joudl B ool olakl ke nsiieal) liss Hllad. o) oo e S Ain s s iy
01.201550¢ 2SI Slalydl Ao o(2014-1986)5 s

® Elif Guneren Genc ,Oksan Kibritci Artar; THE EFFECT OF EXCHANGE RATES ON EXPORTS AND IMPORTS OF EMERGING
COUNTRIES ; European Scientific Journal May 2014 edition vol.10, No.13.

Larbi Dohni, Carol Hainaut, Les taux de change (Déterminants, opportunités et risques), Edition DeBoeck Université, Bruxelles,

2004, p16.
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