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Abstract

Real exchange rate deviations from its
equilibrium rate are considered one of the most
important reasons for loss of competitiveness of a
country and macroeconomic imbalances. A
number of economists had turned their attentions
to the equilibrium models of tau currency in which
the exchange rate determinants explicitly
determined.

The purpose of this study is to identify
the most important predictor’s exchange rate of
the Algerian dinar for a period extending from
1980 to 2011. We have used the error correction
model, which has allowed reach the magnitude of
the effect of each variable on the real effective

exchange rates, as the long term short term.
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UnrestrictedCointegration Rank Test

Hypothesized Trace 5Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical
Value
None ** 0.846985 146.5382 94.15 103.18
Atmost 1 ** 0.703014 90.22170 68.52 76.07
Atmost 2 * 0.644335 53.79958 47.21 54.46
Atmost 3 0.399661 22.78658 29.68 35.65
Atmost 4 0.219479 7.478731 15.41 20.04

Atmost 5 0.001497 0.044940 3.76 6.65

*(**¥) denotes rejection of the hypothesis at the 5%(1%) level

Trace test indicates 3 cointegrating equation(s) at the 5% level
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Hypothesized Max-Eigen 5 Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None ** 0.846985 56.31650 39.37 45.10
Atmost 1% 0.703014 36.42212 33.46 38.77
Atmost 2 * 0.644335 31.01301 27.07 32.24
Atmost 3 0.399661 15.30784 20.97 2552
Atmost 4 0.219479 7.433791 14.07 18.63
Atmost 5 0.001497 0.044940 3.76 6.65

*(**) denotes rejection of the hypothesis at the 5%(1%) level

Max-eigenvalue test indicates 3 cointegrating equation(s) at the 5% level
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.041555 Probability 0.840530
Obs*R-squared 0.062204 Probability 0.803047

bl il sl | il +(6) gzl

White Heteroskedasticity Test:

F-statistic 0.041555 Probability 0.840530
Obs*R-squared 0.062204 Probability 0.803047
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8
Series: Residuals
7 4 Sample 1982 2011
s Observations 30
Mean -3.82E-17
S Median 0.009520
4 Maximum 0.164895
Minimum -0.221744
3| Std. Dev. 0.074089
Skewness -0.700932
2 Kurtosis 4.452398
1 Jarque-Bera 5.093353
o Probability 0.078342
—d.Z —d.l ‘ 0.0 ‘ 0‘1
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