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The impact of trade openness and foreign reserves on the real effective exchange rate as
an indicator of the economic competitiveness: empirical study case of Algeria
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Abstract:

This study aimed to investigate the Algerian economic competitiveness, through studying the
impact of foreign reserves and trade openness on the real effective exchange rate, during the period
1992-2019. STATA program used to analyze the data and to estimate the regression model using
Autoregressive least square methodology ALS. The results showed that the foreign reserves had no
significant effect. While the impact of trade openness on the real effective exchange rate was negative,
which means, the more trade openness increase, the more the value of the local currency depreciate.
Since the continued dominance of oil exports over the export structure, despite the accumulation of
considering foreign reserves due to high oil prices, and despite the trade openness achieved during the
study period, but that did not help to improve the competitiveness of the Algerian economy.
Keywords: foreign reserves, trade openness, real effective exchange rate, competitiveness of the
economy, Algeria
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ALS 300 Ny Buall 6 pealt Sl I et gits 1(07)  ud

Cochrane-Orcutt AR(1) regression -- iterated estimates

Source SS df MS Number of obs = 27

F(2, 24) = 6.17

Model .040811232 2 .020405616 Prob > F = 0.0069

Residual .079392458 24 .003308019 R-squared = 0.3395

Adj R-squared = 0.2845

Total .12020369 26 .004623219 Root MSE = .05752

log _reer Coef. Std. Err. t P>t [95% Conf. Interval]

fr .0271411 .1172279 0.23 0.819 -.2148054 .2690876

top -.6342156 .1851089 -3.43 0.002 -1.016262 -.2521696

_cons 4.949978 .1393612 35.52 0.000 4.66235 5.237605
rho . 8695099

Durbin-Watson statistic (original) 0.703230
Durbin-Watson statistic (transformed) 1.817156
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T=(35.52) (0.23) (-3.43)

Prob =(0.000)  (0.819)  (0.002)
R-squared (0.33) Adjusted R-squared (0. 28) F(2, 24) =6.17 (Prob F=0.0069)
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