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Abstract :

The aim of this research is to study the relationship between the real exchange rate
and some of the overall variables in the Algerian economy during the period 1980-
2016.To achieve this goal the common integration method and error correction
model, as well as the defensive response functions, contrast analysis and causation
testing of Granger.The results found a long-term relationship between the real
exchange rate and variables: Raw internal output and money supply, and the
estimate showed that there is a negative effect of the raw internal output of GDP on
the real exchange rate, as the increase in the GDP by 1% leads to a real exchange
rate of 1.10 units. This is consistent with the study (Abida, 2011) and the Martin et
All study, 2011).
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At most 4 0.224262 8.946513 15.49471 0.3703

Trace test indicates 3 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
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Respo:

Perio

d TC CPI M2 GDP
1 25.36227 0.000000 0.000000 0.000000
2 37.52530 4.523033 7.165365 1.243103
3 39.04850 8.983555 7.087655 0.236813
4 40.90437 15.80871 11.42867 -2.822645
5 43.92474 16.60067 12.60491 -4.205676
6 47.92873 22.85332 14.79360 -2.746363
7 46.02320 23.09484 22.12530 5.019213
8 44.46627 20.03122 26.41679 16.84481
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9 43.07381 18.75356 31.80558 24.10728
10 39.86420 15.00262 35.16222 25.79879
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Period S.E. TC CPI M2 GDP
1 22.60218 100.0000 0.000000 0.000000 0.000000
2 41.65936 94.86235 0.370860 1.230322 3.094053
3 58.90247 91.62912 2.258255 1.262577 4.200815
4 74.04688 87.12551 6.144974 2.097655 3.115793
5 88.32345 79.68371 11.67528 3.878505 2.200753
6 101.9157 72.06614 17.10417 6.003188 1.667818
7 114.2254 66.85235 20.75865 7.568210 1.637648
8 125.2266 64.42208 22.16622 8.100469 2.416396
9 135.2692 64.03689 22.11798 7.877907 3.418701
10 144.4215 64.59057 21.88639 7.492188 3.690752
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Null Hypothesis: Obs F-Statistic ~ Prob.

TC does not Granger Cause CPI 35 1.08589 0.3505
CPI does not Granger Cause TC 0.08354 0.9201
TC does not Granger Cause GDP 35 1.23523 0.3051
GDP does not Granger Cause TC 0.29330 0.7479
TC does not Granger Cause M2 35 0.62673 0.5412
M2 does not Granger Cause TC 1.00345 0.3786
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