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Abstract :

This study aims to measure the effect of financial liberalization on the exchange rate
channel in Algeria during the period (1980-2019) using the Auto- Regrassive
Distributed Lags (ARDL) model using both: real exchange rate of the Algerian dinar
(REX) as a dependent variable expressing the exchange rate channel, where independent
variables reflect indicators of financial liberalization represented in: the size of financial
intermediation (M2 / GDP), inward foreign investment as a percentage of gross
domestic product (IIF / GDP), and the credit toward private sector as a percentage of
gross domestic product (CPS / GDP). After going through various tests of the model, we
extracted important results for instance, there is a positive relationship between the size
of financial intermediation and real exchange rate. Also, there is an obverse relationship
between credits provided to private sector, investment flow, and real exchange rate as a
percentage of GDP in both short and long terms. This reflects the importance of
activating the exchange rate channel in Algeria.

Key Words: Financial liberalization, Exchange Rate Channels, Exchange rate in
Algeria, (ARDL) model.
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Heteroskedasticity Test ARCH

F-statistic 0.043975 Prob. F(1,36) 0.8351
Obs*R-squared 0.046361 Prob. Chi-Square(1) 0.3295
Test Equation:

Dependent Variable: RESID"2

Method: Least Sguares

Date: 1017120 Time: 23:39

Jample (adjusted). 1982 2019

Included observations: 38 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
C 314807 .8 209605.8 1501904 01418
RESID2(-1) -0.034925 0166548  -0.200702 0.8351
R-squared 0.001220 Mean dependentvar 30420168
Adjusted R-squared -0.026524 S.0. dependentvar 1237611,
S.E. ofregression 1253916, Akaike info criterion 3097264
Sum squared resid 5.66E+13  Schwarz criterion 31.05883
Log likelihood -586.4801  Hannan-Cwinn criter. 31.00330
F-statistic 0.043975 Durbin-Watson stat 2.003335
Prob(F-statistic) 0.835083
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