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The real source exchange rate fluctuations (1990-2020)
The long-run restrection SVAR approach to choose between nominal and real shocks.
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Abstract: This paper examines the source of exchange rate fluctuations in algeria. We
employed a structural vector auto-regression (SVAR) model with the long-run neutrality
restriction of (Blanchard and Quah) (1989) to investigate the changes in real and nominal
exchange rates from 1990 to 2020.

In this paper, we assume that there are two types of shocks which related to exchange rate
movements: real shocks and nominal shocks. The empirical analysis indicates that real shocks
are the fundamental component in driving real and nominal exchange rate fluctuations.
Keywords: real and nominal exchange rates, long run restriction SVAR .
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Null Hypothesis: A_L_PR has a unit root Null Hypothesis: A_L_PN has a unit root
Exogenous: None Exogenous: None
Lag Length: 0 (Automatic - based on SIC, maxlag=7) Lag Length: 0 (Automatic - based on SIC, maxlag=T)
t-Statistic ~ Prob.* t-Statistic ~ Prob *
Augmented Dickey-Fuller test stafistic 1424171 09582 Augmented Dickey-Fuller test stafisti 2217964 09937
Test crifical values: 1% level 2644302 Testcrical values: 1% level 2644300
) | 5% level -1.952473
5% level -1.952473
10%%; 4610214 10% level -1.610211

“HacKinnon {199) cne-siced p-values. MacKinnon (1996) one-sided p-values.

Null Hypothesis: A_L_PR has a unit root Null Hypothesis A_L_PN has a unit root
Exogenous: None Exagenous: None
Bandwidth: 0 (Newey-West automatic) using Bartlett kernel Bandwidth: 4 (Newey-West automatic) using Bartlett kemel
Adj t-Stat  Prob* Adj.+-Stat  Prob*

Phillis-Perron test tatsti 14241711 09562 ‘Phillps-Peron test statistc 1540604 0.9666
Test critical values: 1% level 2644302 Testcritical values: 1% level 2644302

5% level -1.952473 5% level -1.952473

10% level 1610211 10% leved -1.610211
*MacKinnon (1996) one-sided p-values. *MacKinnon (1996) ane-sided p-values.
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MNull Hypothesis: D(A_L_PR) has a unit roat MNull Hypathesis: D(A_L_PN) has a unit root
Exogenous: Constant Exogenous Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=T) Lag Length: 0 (Automatic - based on SIC, maxlag=T)
t-Statistic ~ Prob.* t-Statistic ~ Prob.*
Augmented Dickey-Fuller test statistic 0415155 0.0000 Augmented Dickey-Fuller test statistic -6.264634  0.0000
Testcritical values: 1% level 3679322 Testcritical values: 1% level -3.6719322
5% level D 9BTTET 5% level -2 967767
10% level 22622989 10% level -2.622089
“HacKinnon (1995) ane-sided p-values. *MacKinnon (1996) one-sided p-values.
Null Hypothesis: D(A_L_PR) has a unit root Null Hypethesis: D(A_L_PN) has a unit root
Exogenous: Constant Exogenous: Gonstant
Bandwidth: 2 (Newey-West automatic) using Bartlett kemel Bandwidth: 0 (Newey-West automatic) using Bartlett kernel
Adj.t-Stat  Prob* AdjtStat  Prob®
| Phillips-Perron test statistic 9201791 0.0000 Phillips-Perron test stafistic -6.264634  0.0000
Test critical values: 1% level -3679322 Test critical values: 1% level -3679322
5% level -2.967767 5% level -2 967767
10% level -2.622989 10% level -2.622989
*MacKinnon (1996) one-sided p-values. "MacKinnon (1996) one-sided p-values.

(Eviewsy mabyy Lol il wign SULy o slaxe VU cpm Ul slte] e 2 jald
St g aSe ella Sl 5 0 g SN m3s e it ST R ella Y1 350 e Jpeaml) : Jradl st dxys 2.3
QH-SC-FPE- AIC-LR joleeld 2 Jail iz ) 235l Jo Jsadl oo 6201 o5 50y ol
I s Je Jadl @5 55120 ods sl (EViews) maly W e
aadl ¥ dxys yltt 1(3) o3y Jger

VAR Lag Order Selection Criteria
Endogenous variables: A_D_L_PNA_D_L_PR
Exogenous variables: C
Date: 10/06/21 Time: 14:39
Sample: 1990 2020
Included observations: 25

Lag LogL LR FPE AlC SC HQ

0 8433612 NA 473-06 -6586890 -6489380 -6559845
1 93.43414  16.01252" 3.15e-06™ -6.994731% -6.702201" -6.913506™
2 9414345 1134881 4.13e-06 -6.731476 -6.243926 -6.596250
3 96.29552 3.098986 4.89e-06 -6.583642 -5901071 -6.394326
4 9923089 3757269 552e-06 -6.488471 -5620881 -6.255065
5 101.8083 2.886653 6.58e-06 -6.384661 -5.312050 -6.087164

*indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion
SC: Schwarz information criterion
HQ: Hannan-Quinn information criterion

(Eviews) wabiyg Lol Gl wige SULy o slexe VU cpm Ul slte] a2 jbald
sl 373 o pasindl (VAR dgedd Jah cllaV1 38 O e Ju5 ssesall bt ST (%) aodle OF ool Jpadl o Lo

(1y sass

ol el Jo wiadl (SVAR) z3s0d (F) JUisY igivasy (VAR) rig0 pi5.3.3
)l Bl Jlg> Jteny W med @) (F) @5ian Lk oslezsl @ ol (VAR) £358 i alinl Joad) o >3
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Jusklt sudl Ao it SVAR) hged (Fy JUs¥l gizng (VAR) z3g0s pids 1(4) o3y Joetr

Sample (adjusted): 1992 2020 Sample (adjusted): 1992 2020
Included observations: 29 after adjustments 'S"‘tca'gg:I‘f'doé_’jg:‘s’alﬂi”)sé(zt?sf;gnac‘gﬁ':t{‘]" ents
Estimation method: Maximum likelihood via Newton-Raphson (analytic
derivatives) A_D_L_PR2 A_D_L_PN
Convergence achieved after 11 iterations —
Structural VAR is just-identified AL L_PR2CD (16_33191498460) (%.637515869%
[ 3.22258] [ 2:24442]
Model: e = Phi*Fu where E[uu']=! A D L PN(-1) _1.140000 _0.626409
F= (0.54934) (0.42000)
c( 0 [-2.07521] [-1.49143]
c@ C3) [ 0.027678 0.024319
(0.02705) (0.02068)
Coefficient Std. Error z-Statistic Prob. [1.02310] [1.17574]
R- d 0.547318 0.321214
(1) 0366050 0048086 7615749 0.0000 Adl Resquared 0 512296 0269000
C(2) 0.200085 0.026820 7.459501 0.0000 2uEm =9 rteSIdS 8'??22‘2“1‘ 8%;,3233
_E. equation 3 X
C(3) 0.029106 0.003822 7615774 0.0000 Postatiatic 1571773 6.151838
Log likelihood 22 25702 30.04227
Log likelihood 87.91599 Akaike AIC -1.328070 -1.864984
Schwarz SC -1.186626 -1.723540
Mean dependent 0.115701 0.066418
Estimated S matrix: S.D. dependent 0.189892 0.106075
g;);?ggg ggi?;g; Determinant resid covariance (dof adj.} 7 98E-06
§ . Determinant resid covariance 6.41E-06
Estimated F matrix: Log likelihood 91.08277
0.366059 0.000000 Akaike information criterion -5 867777
Schwarz criterion -5.584888
0.200065 0.029108 MNumber of coefficients [

IS dmd) eyt J1gs 4.3
Ayl J19d e 1(2) Jiid\

Accumulated Response to Structural VAR Innovations

Acuimulated Response of A_D_L_PR2 o Innovations

Acwmulated Responss of A_D_L_PNto Inncwvations
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Wariance Decomposition of A_D_L_PR2"
=

Feriod = Shock1 Shock2
1 o 118621 D2 17540 7 B2AS02
=2 0. 1323896 293 25154 B TA4B455
= O 14a4z2210 B3 26720 13276
4 O 1 4SET 4 D4 14201 5. 850987
& O 149135 D4 Zaa01 5 FOS991
L= 0150506 L= e B | SGz2az8a
7 0151275 R 5 585665
a8 0. 151707 D4 43801 5. 551985
= 0151950 D 45126 5. 548740
10 O 152087 94 AS8BTO 5 541302

wariance Decornposition of A LT

Freriod SE. Shockl Shock2
1 O 090693 T2 7F5aA76 27 24524
=2 0.095398 74 81093 26518907
3 O.098285 FE. 19956 23 80044
- O 099857 FE 80848 = 10152
= o1 00735 FT2F4TT 22 72523
= o 101227 FE Aas140 =2 51860
7 0101503 T SOE2T 22 40373
a O 101659 FE SE055 =2 339465
= O 101 7a7 T ESOEES 22 30335
10 0101 7a7 FF TAGDT 22 2a303

Factorization: Structural

(Eviewsy wabiyy Lol il wign SULy o slaxeVU cpm Ul slite] e 2 jald

Aloald 301,200 3padlly Lobof alag Uy 223 A latall O enined 2L el ot yll) el (g3LaBY) il 6.3
Gl e Jo Wl By AdA Bpall e e AL Ry ) Loby ale G U Aol 202 SV el 2l
Srall jre ad gy Ml SR sl Juad dabel) s ol Rl anlld) LA pls Bl sl My oY)
Aol ods 25Tk ) )

Y O e dpdony S L 25 e s gy oY) o)l 3 Uy obddd) oay de V) wleal) ) dg e
oA OSW datas b ede o aiy o S i) slezel 4] BT sgm sl asld) Bislas) AU e ot
Y anSe il ] o U V) Bk pen ¥ o re pY Wl poiad) o i 3 sl Lialy cileal) L
ssid) e Ll g SU3 psien Clly oAl (68 030 & Lol 5T G ae i inb (s Gl ollll) (g5
e Al B3l jlazaly DBVl e A UL (635 Gl (pall a3 el s oy (SN ) Wz g aS
ALy oAl (658 esud U O3l a3 LazeN Bl U sSTL T aleall sl U oog W i V) 5 5ad)

2022 i 02 acadl 08 aoet) (JEF) inadlbly sbazdM inbowe

273
P-ISSN: 2437-0630 / E-ISSN: 2543-3695 / Legal Deposit N°4435-2015



274263 39.39). (2021.1990) 78 (55513831 ik B piall yss i) (il ykial) (53030 & cchlr p

a3l
rose A Al il Hud) @ Sat ) el e e Al e e Y aE (V) OBall e 3 i Sgd O
s 3 w2sll U Luls S Syt P B n T Jaag alaall age V) el (3 plid) o 13 (UL L e cplaza)
poeda pim 1 (V) ol a3 U Sgda e w2l GHUEN) ) LE 5 Rl gl Al §a3)l 0L S (o
Gl e xSl BILEZN) Sl (3 eslazsl A gy (Bl BELN AUl ol e gad sl e
&Y
Lty il
(0.4%) wylie BV a8 &adbly 2oVl oldall aidl Goall ed Gy Bl WasY a5 oy o
gmr 3l eVl bl dad) sl e Sl ¥ aa Gpall e OF sy mhsedl aui OF pe (s Je (1.1
Slahlll e 4l oy b Mg i o B 50 dn Ojls) Bnzg ) 2Vl Slodall idd Ball e Blminl gl
casll gl e aiis 1S ttall 2ah) Ol e ey 2dl W o(Enders and Leey s aotey 2l
skl gy e L s (6363'5 J el'1 o) Spae By (Bolng B> b Al ST AGS
e s b aaadly eV 2SA slbtall O b e dnldll ol B g diize SIS aL) W el sl o
LYl LS o ALl Slehdll 5l e dnh)ldl il sl Al lnan¥) Ay AU e SISy (oY) Opal)
Akl oldkall oV Ol ad Sl
Sl B
) s el lidally Ladd) Sl el ae O Al Sl e ey Sla O anl ) s &
add) Opall jlenl Ul xis @ bl el p 2aA Sl OF U1 Woy bkl @l Je 12l (SVAR)
o5 Plsall Bmls) il OF e ol Sl Jo STl ) Sl wE e el @on 1) aeg iVl
Baiie Ayt 2SSy B 5SS ol s o Wl SIS LT ot 2yl plla 3 dhesll PUEL Leasdy Leaigns
Al P mpad 2aad) e Yl Bl ) 2l g SA sy
&)l da3l
A ) AL @or! ol o

1-Amenan Christiane Chukunyere .(2019) .Les Modéles (Var) .consulted on 07/08/20121. universite

LAVAL.: https://corpus.ulaval.ca/jspui/bitstream/20.500.11794/35696/1/35344.pdf
2- D.J. Hamilton .(1994y .Time Series Analysis .U K: Princton University Press.

3- larbi Dohni, carol Hainaut .(2004, .les taux de changes .bruxelle: boek.
4- rogis bourbonnais .(2015) .econometrie cours et excercice corriges .paris france: dunod.
5- walter anders, bong-soo lee .(1997) .Accounting for real and nominal exchange rate movements in the
post-Bretton Woods period .Journal of International Money and Finance vol 16.254-233
g ot Bl r o)) <>
Seld sz A oNally 35adl G wlslasl L2009y a6 sl -6
3las¥l Sl e a2 Aduler 2uls 1AL AW el cla) 1S sl UY1L(2010) (055 T 5 ¢ gt e A =7
12
dgmald) Olegdall Ol ¢ A 2 IS aalasV) olaldl ) =l (2003) . sl e -8
pskald aaad) Ale bt Al dns aald) Joal) (3 2all re idl adliey Canadl 1K) L(2018) L052T 5 O ek =9
204 «(02)09 asloz=Yls 250!

214 2022 i 02 acadl 08 aoet) (JEF) inadlbly sbazdM inbowe
P-ISSN: 2437-0630 / E-ISSN: 2543-3695 / Legal Deposit N°4435-2015



