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Determinants of demand for foreign exchange reserves in Algeria
A standard study from 1994-2016.
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Abstract:

Foreign exchange reserve plays a crucial role in building a balanced economy, based on good and
stable performance of global economic indicators stemming from the actual needs of the local
market, the definition of the relationship with the outside world as a necessary variable that
requires flexibility to face potential international economics relations crisis and chocks.

Defining an ideal level of reserves depends on a range of factors, therefore we notice that the
demand on foreign currency exchange as a reserve differs from one country to another, in view of
the different defining factors.

So this study aim to find out the most important factors that determine the demand for foreign
exchange reserves in Algeria by identifying the most important explanatory theories to him
and build a standard model of the impact of various determinants on foreign exchange reserves in
Algeria during the period from 1994 to 2016 and through the analysis
of the statistical And the economist of the results concluded that the demand for foreign exchange
reserves in Algeria depends primarily on the commercial motivation.

Key words: foreign exchange reserve, financial openness, trade openness.
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Dependent Variable: D(D(RES))
Method: Least Squares
Date: 03/10/18 Time: 10:33
Sample (adjusted): 1996 2016
Included observations: 21 after adjustments
Variable Coefficient ~ Std. Error  t-Statistic Prob.
D(X) 0.150227  0.056883  2.640983 0.0185
D(OPEN) 0.031469  0.044252  0.711132 0.4879
D(M2) -0.002853  0.057537 -0.049578 0.9611
D(D(ERR)) -0.128007  0.062430 -2.050407 0.0582
D(D(DEBT)) -0.011400  0.018793 -0.606618 0.5532
C -0.026176  0.019811 -1.321310 0.2062
R-squared 0.765203 Mean dependent var -0.019281
Adjusted R-squared 0.686937 S.D. dependent var 0.139337
S.E. of regression 0.077962  Akaike info criterion -2.030231
Sum squared resid 0.091171 Schwarz criterion -1.731796
Log likelihood 27.31743 Hannan-Quinn criter. -1.965463
F-statistic 9.776976 Durbin-Watson stat 2.069024
Prob(F-statistic) 0.000262
" EVIeWST" gy Sl pus : jhadll
2 235t s il 102 goulads
Dependent Variable: D(D(RES))
Method: Least Squares
Date: 03/10/18 Time: 11:28
Sample (adjusted): 1998 2016
Included observations: 19 after adjustments
Variable Coefficient ~ Std. Error  t-Statistic Prob.
D(X) 0.143293  0.043968  3.259052 0.0099
D(D(ERR)) -0.184567  0.075637  -2.440174 0.0374
D(D(DEBT)) -0.066773  0.029241  -2.283517 0.0483
D(X(-1)) 0.165708  0.086025  1.926277 0.0862
D(OPEN(-1)) 0.056763  0.042066  1.349395 0.2102
D(M2(-1)) 0.153562  0.086307  1.779251 0.1089
D(D(RES(-2))) -0.967660  0.499257 -1.938201 0.0846
D(X(-2)) 0.163569  0.108268  1.510775 0.1651
D(D(ERR(-2))) -0.327262  0.117151  -2.793495 0.0209
C -0.098555  0.037954  -2.596696 0.0289
R-squared 0.886669 Mean dependent var -0.024534
Adjusted R-squared 0.773338 S.D. dependent var 0.145799
S.E. of regression 0.069413 Akaike info criterion -2.192059
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Sum squared resid 0.043364 Schwarz criterion -1.694986
Log likelihood 30.82456 Hannan-Quinn criter. -2.107934
F-statistic 7.823710 Durbin-Watson stat 2.307588
Prob(F-statistic) 0.002620
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Ljung-Boxs Jaque-Bera :03 gt

Series: Residuals
6 Sample 1998 2016
Observations 19

Mean 3.65e-18
Median 0.002055
44 Maximum 0.133474
Minimum -0.072687
3 Std. Dev. 0.049083
Skewness 0.874240
2l Kurtosis 4.038993

Jarque-Bera  3.274878
Probability 0.194477

T
-0.05 0.00 0.05 0.10 0.15
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Glejser, Harvey, ARCH BG-LM L :04 3kt
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.387597 Prob. F(2,7) 0.6924
Obs*R-squared 1.894318 Prob. Chi-Square(2) 0.3878

Heteroskedasticity Test: ARCH

F-statistic 0.006650 Prob. F(1,16) 0.9360
Obs*R-squared 0.007478 Prob. Chi-Square(1) 0.9311

Heteroskedasticity Test: Glejser

F-statistic 1.848041 Prob. F(9,9) 0.1869
Obs*R-squared 12.32875 Prob. Chi-Square(9) 0.1954
Scaled explained SS 6.687826 Prob. Chi-Square(9) 0.6696

Heteroskedasticity Test: Harvey

F-statistic 2.724067 Prob. F(9,9) 0.0758
Obs*R-squared 13.89805 Prob. Chi-Square(9) 0.1260
Scaled explained SS 12.38139 Prob. Chi-Square(9) 0.1927
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Ramsey RESET Test
Equation: EQ02
Specification: D(D(RES)) D(X) D(D(ERR)) D(D(DEBT)) D(X(-1))
D(OPEN(

-1)) D(M2(-1)) D(D(RES(-2))) D(X(-2)) D(D(ERR(-2))) C
Omitted Variables: Squares of fitted values

Value df Probability
t-statistic 0.242348 8 0.8146
F-statistic 0.058733 (1, 8) 0.8146
Likelihood ratio 0.138980 1 0.7093
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