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The impact of oil prices fluctuations on Real Exchange Rate of the dinar
Algerian
(An Econometric Study for the period between 1970-2014)

Abstract :

The goal of this study is to investigate the impact of oil prices fluctuation on the

Algerian real exchange rate ,through an empirical analysis using a VAR Model
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(Vector Auto regression) based on annual data covering 1970-2014 period,
Results show that a cointegration relationship is not detected between the oil
and Real exchange rate in Algeria. However, the estimation of a VAR model
indicates that a causal relationship in the direction of oil price affecting the real
exchange rate of the Algerian dinar in the short time, For a structural shock in
oil prices indicates an inverse relationship, ie, the 1% increase in oil prices
would tend to depreciate the real exchange rate of the Algerian dinar by nearly
0.025%.

Key words: oil prices, real exchange rate, Algeria, VAR.
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Hypothe | Eigenvalue | Trace 0.05Critica | Prob.**
sized Statistic | Value
No. of
CE(s)
None 0.318146 | 29.54404 | 29.79707 | 0.0535
At most | 0.232605 | 13.07765 | 15.49471 | 0.1120
1
At most | 0.038613 | 1.693249 | 3.841466 | 0.1932
2

( Maximum Eigenvalue) _alsl) §jaall daddll JLEA) 15 o8, Jsaal)
Hypothe | Eigenvalue | Max—Eigen | (0.05Critica | Prob.**
sized Statistic | Value
No. of
CE(s)
None 0.318146 | 16.46639 | 21.13162 | 0.1988
At most | 0.232605 | 11.38440 | 14.26460 | 0.1360
1
At most | 0.038613 | 1.693249 | 3.841466 | 0.1932
2

* denotes rejection of the hypothesis at the (.05 level

**MacKinnon—-Haug-Michelis (1999) p-values
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Vi = Ay + o FAY Lt BX g
Judbd)l paibad e Llaall JaV¥y 4ld JSL e Al J¥) @ELWVAR sa Ll
at level (ssiwall 8 Clyuaiall pladiuly z3gaill pad 5 Ayl
: VAR gz gai

LRER = 1.19203831009*LRER(-1) - 0.298119076123*LRER(-2) —

0.0697829642923*LOIL(-1) - 0.0843050610674*LOIL(-2) +

foh Lo pgfin Apuldll JSUIWD (e JA VAR #Zhsad i@ ) (e Sl A
:0LS (g uall cilayjal) dasilgy ya8il)
:0LS (gyall Glayyall danlsy pasill 5 o8 Jsanl)

Included observations: 43 after adjustments
LRER = C(1)*LRER(-1) + C(2)*LRER(-2) + C(3)*LOIL(-1) + C(4)*LOIL(-
2) +

C(5)*LGDP(-1) + C(6)*LGDP(-2) +
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C(7)
Coeffici | Std. t- Prob.
ent Error Statistic

C(1) 1.1920 | 0.25633 | 4.65024 | 0.0000
38 9 6

C(2) - 0.24699 | - 0.2353
0.2981 |2 1.20699
19 8

C(3) - 0.10614 | - 0.5151
0.0697 |5 0.65742
83 9

C(4) - 0.08963 | - 0.3532
0.0843 |9 0.94049
05 2

C(5) 0.3144 |0.32302 | 0.97335 | 0.3369
16 3 3

C(6) - 0.29713 | - 0.7766
0.0849 |9 0.28584
37 9

C(7) - 1.59371 | - 0.0049
4.7762 |1 2.99696
98 5

R-squared 0.9565 Mean dependent | 3.835144
23 var

Adjusted R-10.9492 S.D. dependent | 0.507210
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squared 76 var

S.E. of | 0.1142 Akaike info | —=1.353249

regression 33 criterion

Sum squared | 0.4697 Schwarz criterion | —-1.066542

resid 72

Log likelihood | 36.094 Hannan—-Quinn -1.247520
86 criter.

F-statistic 132.00 Durbin—Watson 2.161654
31 stat

Prob(F- 0.0000

statistic) 00

.eviews8 cilajia e aldie YU dAald) dlae) e 1 jaadll
0.95 = R* dad (e S DW= 2.16 gpusls oy ded o) VAR zisai i Jgan (e Jaadls
Agilaa) Lalill e Jsifa yfimy zdgail) JUll
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Inverse Roots of AR Characteristic Polynomial

(3l 5yily Jals g ygdall S) sassl) 500 Jala ai Llill gaen o) Jaadl 1 8 JSE0 (e
o) Ul aae gl ¢ UadY) Jali)) Al (e ilay Wy e g dgadll 0l

Serial Correlation LM Tests _5lal) Jalay) Lad)

I BLIN) L) s 6 ) Jsaa

Included observations: 43

Lag |LM-Stat | Prob

s

| 8.19109 | 0.5150
4

2 5.84288 | 0.7555
9

3 3.96550 | 0.9137
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1
4 2.80760
4

Probs from chi-square with 9 df.

0.9714

.eviews8 cilajia e alaie Yl Aal) dlae) (e 1 jaadll
0.05 o S Ayl adl) ol S Llay) A JEAY 6 8) Jeall e sl
oA o L S Ll )Y AlSEa e Sl Yz dgaill  Jllg
Heteroskedasticity Tests ¢ulill @l axe Lad)
white Heteroskedasticity ) culill clf axe AShal JLad) muagy 7 a8 Jgsad)

( Tests: No Cross

Included observations: 43

Joint test:
Chi-sq df Prob.
66.19557 72 0.6705

.eviews8 cilajia e aldie Yl Aal) dlae) (e 1 jaadll
AL 0.05 e S) Jlaia¥) dad o) Gl Gl aae ASGe HLEAY 7 W) Jsan e Bl
Ol @ld aae KA (e (Sl Yz 3l
:Normality Tests  aulall 2355l jLas)
Normality Tests anall ay)gill LGS mdags 8 a8y Jgaad)

Component | Skewness Chi-sq df Prob.
1 1.222519 10.71096 |1 0.0011
2 0.409286 1.200525 1 0.2732
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3 -0.461935 1.529251 0.2162

Joint 13.44074 0.0038
Component Kurtosis Chi-sq df Prob.

1 6.871798 26.85856 1 0.0000
2 4.473467 3.889896 1 0.0486
3 3.640380 0.734738 1 0.3914
Joint 31.48319 3 0.0000
Component Jarque—Bera df Prob.

1 37.56952 2 0.0000

2 5.090421 2 0.0785

3 2.263989 2 0.3224
Joint 44.92393 6 0.0000

.eviews8 cilajia e aldie Yl Aal) dlae) (e 1 jaadll

( Skewness, Kurtosis, Jarque—Bera ) &3l Shiadl paphll aisll sl Jsas e
- ernb s Saal z sl of Jaadl

dld KSlie (e Al Y zisall ) mims VAR zisal duadill ahloal¥) elnl o
DSl magad Jabie By zisall) g ) Jaw b

VAR Granger Causality/Block Exogeneity Wald Tests:duad)l L3l —Yy

Al JLER) gy 9 0 Jgaad
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Hy danl) duia jil) Qe Juiay)
<ifaa Lad)

Irer & wuss Y loil 43 0.0441

Irer & i Y Irer 0.7384

Irer 4 i ¥ Igdp 43 0.0073

Igdp A& i ¥ Irer 0.0731

.eviews8 cilajia e alaie Yl Aall) dlae) (e 1 jaadll

Oe B Jlial) dad o) o Ju bl lady A8al cipal) e Gm Al S o) -
dsms ol Al Aumdl) Jay (rer b s Y l0il) Al dpuajdll (i Jally 0.05
OV i Lo Vg ¢ el Gy sl Capall e o Jadill Sland (e Jid Ay ADle
s @bl el SEal) Copall pan e g Ladill e

s Glo S Mlaa¥) Aaal) gl Adal) dipall e Gn dpsad) LSS ) -
Shiinll Copall e 8 oy JleaV) )zl e s Jo¥) pnnad) 300 G oi@le
¢ Al Lo jdll Jiiy dgedall Ay dl) iy Ul 0.05 e JIY) Jlain) dad oy L 1285
Slaa¥l Jadl bl 4 sy Adall Copall jra o i LSl of BN Dl 2D,
- ALl Al iy Agedall dpiajil) by Uy 0.10 (e JBY) Jlaial) e opudy Lo 1aag

dmdal) Alatuy) Jlgas st
il b clasall LRER Aylaial guiags 2 oy JLil
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Response of LRER to LRER

.15 4

.10

.05

.00

-.05 -

-.10

.20

Response of LRER to LOIL

10

.15

.10

.05

.00

-.05

-.10
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Response of LRER to LGDP

.20
.15 -
.10 -
.05 e S
.00 - e
-.05
-.10
1 2 3 AN 6 7 8 9 10
Cpiall A cledall Ada)) dipall o Alaia) puag 10 a8 Joan
Period |LRER LOIL LGDP
1 0.11423 | 0.000000 0.000000
3
2 0.11265 | 0.004975 0.015426
8
3 0.08257 |-0.015731 0.023006
8
4 0.05877 | -0.033556 0.024933
0
5 0.04263 | -0.040174 0.025517
3
6 0.03089 | -0.038442 0.025769
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2
7 0.02201 | -0.032232 0.025755
3
8 0.01550 | -0.023965 0.025468
2
9 0.01099 | -0.015060 0.024985
5
10 0.00808 | -0.006409 0.024390
7

.eviews8 cilajia e aldie Yl dAall) dlae) (e 1 jaadll
Respence RER to RER: idall Cipall o & data digan Ll -
il Capall jau (aaly (lae Cibadl e e Daer Balidl o Al deaall ¢
sle ol paliayl 8 1as L) o V) aells suadll gad) o alag) Al el s
i) ay adlis b OIS dalyll sl U JIg¥) a5l e a3l Jasdlis el Auhll il Jsha
Aglany ) ANV Aal e Jssie 51138 Losac s+ 5580 553l 1) Bsalall 5l pe 45l
Respence RER to OlL:Lill) jaui 3 desa digas Llaial -
Shiall Capall jras gli aaly gylme Galadl laiey Jadil) Slend deda gl Gigan 3jmad
Al ) sl 8 ol palll sadll & 4 Y) bl il DA ale IS8 Custiy
cadl bl o 0.015- sy AN s 3 ode 8D sl L alsy) sl oS
= G 0.03- iy gmidiey  du A OIS dwold) sl ) Al 3580 e awsial
A OIS Cam ) sadl e Ll e Junil 48 g e 0.03- SV apes & 0.04
sl Je 0.006-¢0.01- <0.02- dowsy 3aV¥) culpidll 4 alfie J<hy
Respence RER to GDP: llay) Jdaall milil) A deda Eigan dglaiud
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v e i N glee Gibail it Jleal) Jlad) @l 4 desa gl Gisaa
SV gl 3 gl jaail) saall 3 adl VI c Auball el DA ey JSE gl Gyl
Al e ey usiall ol 8 g V) 8 A1 lad (miaiey ) Y1 olSEubl) e
Aalll e Jsie V) Ul olag) JSS DB i) 5)dlally deull) 3l
AglaaY)

bl cligla Judasi: WG

Variance Decomposition of LRER: culall cilig€e Julat pedags ((11) by Jaa

Period S.E. LRER LOIL LGDP

1 0.114233 100.0000 0.000000 0.000000
2 0.161257 98.98965 0.095197 0.915153
3 0.183302 96.90631 0.810191 2.283501
4 0.196980 92.81683 3.603612 3.579556
5 0.207084 88.21888 7.024049 4.757075
6 0.214430 84.35397 9.765066 5.880966
7 0.219469 81.53030 11.47865 6.991049
8 0.222778 79.61076 12.29743 8.091818
9 0.224949 78.32052 12.50943 9.170046
10 0.226502 77.37732 12.41848 10.20420

.eviews8 cilajda e aldeWh Aaldl dlac) (e 1 jaadll
sl & LRER sl Cojpuall jend Uadd) (pls 8 sosil) Lo o JaadU Joaadl DA (e
Aaghlly g Al el el A (el Al <y 5% 100 Jiay el (il Zally 36V
Copall jaw collid €Y Laaliald ey il e %92.81 5 % 96.90¢ % 98.98 4
o oyt Lo 130y JlaaV) ol bl lajudy 4 3 1 e (A1 cliall DA LRER agal)
Wl ol 8 sl doty A5jlae Jlaa¥) Jaall polill doally Zadipall  Usdl) ol A il
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Slo gl oeSall L 5580 5l ) dalall syl e bl 8L L ool laY dpually
L) um Tl el lajuii LRER dgall Copall pruw bl V) daalualld el sl
Uadll ol 8 sl Jowsy A5l Aadiipe Jadil) Hleas Al Uadl) opls 3 soml) A of Jasdls
s dlea¥) sl mslll doally

- hiall Gopall jra g Uadll il i 50 Jadil) Gl o i ) DA (g
i) Ao galel)

Dy sl Copall yras G Jushall saall 8 ADle 25ag aae oS Gaiall delill sl o
& L ADle 3pay il VAR sl dauly il il oS0 ¢ dlaa¥l sl aililly adl)
D G oladY) AL ADles ¢ yilall Jluall sl Copall jew e g bl e ola
- Hlea¥) sl mililly adall Cojual

Saiall Copall jan LIS jaae o) el hadill Glas) o s o)l ZEILYT 2 Ahall dualld
QAL 8 sl Capall e g il ) s kil el g ) ) sl s g ilall Ll
L) o Cua el Alla (3 (3887 ol A ill o3 (K1 ¢ (A2l sgl) Alall A ) Ladill 3)00a4l
Lol el 8 ¢ )Y o) dpue Ao 35as Ao Ju dadidl) jlend 3 40 Tenia Eigaad Al
-%0.025 dawsy g ihall jluall gdall Copall jaw B Galias) I g2 % 1 2

FEUN(P O

Axslall ¢ lae— ) eisilly pall (g3l i ¢ Jladly Bkl Aplaa el el Al e -1
235a. 2011 (I
Pierre Fontaine, La Guerre Froide du Pétrole, Edition Je Sers, Paris,
1956.p8
Ostaly Lol Alae (pppall Apalill 5300 (A andal) Jldly Badd) gy adly cgan fUll e -3
612.2013 au) 145 222139 alaadll sl
56 ¢55.2.2012 i ¢ 39 222l celyfg) Aaliial ggind) aladl ca¥) pi 4
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A7 46 (22013 L 40 222l clylg) Aadiial goind) aladl el & -5
6- Taline Koranchelian, The Equilibrium Real Exchange Rate in a
Commodity Exporting Country: Algeria’s Experience, IMF Working Paper
WP/05/135. Authorized for distribution by Erik De Vrijer, july2005.p45
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