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The impact of trade openness, financial integration and the

real exchange rate on economic growth
- Standard study using the ARDL model - Algeria case study
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Abstract:

The aim of this study is to investigate the impact of trade openness, financial
integration and real exchange rate on the economic growth in Algeria during the
period 1990 to 2016 using the Autoregressive Distributed Lag Model (ARDL)
Approach. The results of the study indicated that oil price is one of the most
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important determinants of economic growth in Algeria, while trade openness had a
negative impact on growth. Foreign direct investment (FDI) has not spurred growth
as most of its investments have been concentrated in the hydrocarbons sector.
Keyword: Trade openness - financial integration - real exchange rate - economic
growth - ARDL model.
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Variable Coefficient Std. Error t-Statistic Prob.
DLOG(GDP(-1)) -0.225933 0.161707 -1.397174 0.1899
DLOG(REERFMI) -0.513203 0.147893 -3.470089 0.0052
DLOG(ROILP) 0.342000 0.054897 6.229844 0.0001
DLOG(ROILP(-1)) 0.116658 0.053352 2.186560 0.0513
DLOG(OPEN) -0.379196 0.172567 -2.197380 0.0503
DLOG(FDIGDP) 0.008063 0.004230 1.906033 0.0831
DLOG(GQOV) 0.076118 0.092796 0.820273 0.4295
DLOG(GOV(-1)) -0.135954 0.095006 -1.431007 0.1802
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CointEq(-1) -0.334326 0.122324 -2.733118 0.0195
Dependent Variable: LOG(GDP)
Selected Model: ARDL (2, 0, 2,0, 1, 2)
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Plot of Cumulative Sum of Squares of Recursive Residuals
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