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A study of the impact of the exchange rate channel on the
external balance in Algeria for the period (1990-2014)
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Abstract :

The study aims to measure the impact of exchange rate channel on the economic balance. Co-
integration test along with vector error correction model in the long and short term were used in the study.
The study show a long-term and an integrated relationship between exchange rate channel and the balance
of payments, As is clear from the study that the stability of exchange rate is significantly affected by oil
prices. The findings indicate as well an inverse relationship between the exchange rate and the balance of
payments in the short and long term.
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01 -4.771538 -5.438284 -1.974900 -2.050782 BP
02 -3.696167 -2.651683 0.315692 -1.804579 ER
03 -3.912476 2.053557 3.116478 - 2.422087 M2
00 -4.931138 -4.987689 -1.850557 -1.317151 Inf
00 -3.581432 -2.109730 -2.692680 -1.445050 IR
Eviews08 iz, ol 2 : il
Ayl O el D zidl LIS Johansen et :(04) Jgaed!
Hypothesized Eigenvalue Statistic Trace Critical Value Prob.**
No. of CE(s) 0.05
None * 0.900018 156.8832 95.75366 0.0000
At most 1 * 0.830523 103.9196 69.81889 0.0000
At most 2 * 0.714764 63.09371 47.85613 0.0010
At most 3 * 0.552309 34.24161 29.79707 0.0144
At most 4 * 0.381081 15.75762 15.49471 0.0456
At most 5 * 0.185624 4.722663 3.841466 0.0298

Trace test indicates 6 cointegrating egn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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Variable Coefficient Std. Error t-Statistic Prob.

C -25.95790 7.277602 -3.566821 0.0021
INF -0.615374 0.184610 -3.333374 0.0035
ER -0.098708 0.053357 -1.849971 0.0799

IR 1.114990 0.593105 1.879918 0.0755
M2 -0.007911 0.000880 -8.989478 0.0000

RBIP 0.069887 0.007850 8.902370 0.0000
R-squared 0.895302 F-statistic 32.49503
D-W 2.024976 Log likelihood -66.58378
Prob 0.000000
Sl LAl et
Jly) () wslax] ol s Sos el alas)
0.0006 -4.935300 i A
-3.737853 %1 o 2 ol
-2.991878 %5
-2.635542 %10

Breusch-Godfrey Serial Correlation LM test (LL=2( Statistic =2.773044 (0.2499)
Jarque-Bera normality test ( JB( Statistic = 1.644492 (0.439444)

Autoregressive Conditional Heteroscedasticity in the residuals. ARCH F-statistic=0.225143(0.6251)
* significant at 1%, ** significant at 5%,

Eviews08 iz, o>z : uall

DW (redty oyl st gl 1(02) JSCa

0 d; =0.953 d,=1.886 2 2.114 3.047 4
| P>0 | ¢ | P=0 | P=0 | ¢ | P<0 |
S by | Bk pb ik | byl gy ads | by sgrmgads | Bauowe b Al | e 13 DLy
g S EE

u,w}'\) w{)‘} (..:3 Jj.b.- LSLG SlazeVL L) sluel o :J.L»,G.L\
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Engle- Granger y idjh; olesdiall O1pe D1 Jor Y1 8 mad 31 £C0kl) Lastd) e 3903 piis 1(06) Jguad!
(two step method

Variable Coefficient Std. Error t-Statistic Prob.

C -0.207349 1.449854 -0.143014 0.8880
DINF -0.557116 0.187768 -2.967041 0.0086
DER -0.160849 0.072296 -2.224847 0.0399

DIR 0.868102 0.187768 1.110449 0.2823
DM2 -0.007603 0.002326 -3.268369 0.0045
DRBIP 0.072807 0.008298 8.774513 0.0000
ECT(-1) -0.921634 0.275589 -3.344230 0.0038
R-squared 0.868120 F-statistic 18.65091
Durbin-W 1.986234 Log likelihood -62.76487
Prob 0.000001

Breusch-Godfrey Serial Correlation LM test (LL=2( Statistic =2.209368 (0.3313)
Jarque-Bera normality test ( JB( Statistic = 1.222688 (0.542621)

Autoregressive Conditional Heteroscedasticity in the residuals. ARCH F-
statistic=0.632212(0.2152)

* significant at 1%, ** significant at 5%,

Eviews08 iz, w2 1 1al

ozl gty grt
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217 2 2004 ) ) Slesll) Ol il Slaledly Sl & ool (e oy el -
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’- Régis Bourbonnais, 2006 :Econométrie, Dunod, paris, p 232- 275.
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