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Abstract :

The objective of this study is to investigate how macroeconomic variables such as GDP,
inflation, the official exchange rate, and unemployment respond to oil price shocks in an
oil-exporting country like as Algeria, using annual data from 1990 to 2020 and the VAR
autoregressive model. The study concluded that oil shocks had a positive short-term
influence on GDP, a negative long-term effect, and a fluctuating effect between positive
and negative on the inflation rate and the unemployment rate in the short and long run.
Oil price shocks had an immediate and severe impact on Algeria's official exchange rate,
thus we advise Algeria's government to diversify the economy by directing oil income
toward investment in other economic sectors and implementing monetary and financial
measures to protect against foreign shocks.

Key Words: Economic diversification; Algeria; Oil price shocks; macroeconomic
variables; VAR model.
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