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Abstract .

The study aimed at analyzing the relationship between exchange rate
fluctuations and inflation rates in the Algerian economy during the
period (1970-2016), using the modern econometric methods, mainly in
the tests of stationarity, the theory of cointegration and the test of

Granger's causality, according to econometric approch.
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The results reveal a lack of evidence of the relationship of
equilibrium in the long run between the Algerian dinar exchange rates
and inflation rate, and moreover, the analysis reveals that there is no
trace of causality in both directions, in the sense that the theory of
purchasing power parity theory is incorrect on Algerian reality. And him
not equal the purchasing power in the long term and thus can not rely on
this theory in the identification and interpretation of the exchange rate of

the dinar in the Algerian current reality and with data current.

Key words: exchange rate, inflation, co-integration, Granger causality,
Algerian economy
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Dependent Variable: LN_TC
Method: Least Squares
Date: 03/05M7 Time: 00:11
Sample: 1970 2016
Included observations: 47

Yariable Coefficient Std. Error -Statistic Prob.
C 3.837920 0.429419 9170351 0.0000
LI_INF -0.524600 0.210029  -2.497755 0.0162
R-squared 0121759 Mean dependent var 2968990
Adjusted R-squared 0102242 S.D. dependentvar 1.332558
S.E. ofregression 1262599 Akaike info criterion 3.345843
Sum squared resid 71.73705 Schwarz criterion 3424573
Log likelihood -76.62731 Hannan-Qinn criter. 3.375470
F-statistic §.238779 Durbin-Watson stat 0.114566
Prob(F-statistic) 0.016222
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Pairwise Granger Causality Tests
Date: 030517 Time: 00:33
Sample: 1970 2016

Lags: 2

Mull Hypothesis: Obs  F-Statistic Prob.
DIF_LM_TC does not Granger Cause DIF_LMN_IMNF 44 029675 0.7449
DIF_LM_IMF does not Granger Cause DIF_LM_TC 0.09521 0.9094
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