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Test the impact of the dinar exchange rate on the general level of prices
in Algeria during 1990-2017
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Abstract:

The aim of this study is to demonstrate the effect of exchange rate
changes on the general level of prices in Algeria during the period 1990-
2017. To achieve this goal, the VAR approach was applied, which allows us
to clarify the role and significance of shocks in the study variables when
analyzing the volatility of inflation.
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This study concludes that there is no immediate response to inflation
rates for any sudden shocks in the Algerian dinar exchange rate and thus
has a slight impact on local prices in the short term. In the long term,
however, there is an increasing but slow response.

Keywords: Exchange rate; Inflation; Impulse response functions; VAR.
JEL Classification : C59, E31, H50.
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Response of

LINF:

Period LINF LTC LM2 LIMP LOIL LRI
1 0.744843 0.000000 0.000000  0.000000  0.000000 0.000000
2 0.212513 -0.005085 -0.002565 0.280514 -0.154075 -0.099209
3 0.138448 0.011748 -0.137467 0.086131 0.067774 0.123482
4 0.015263 -0.166885 0.062663  0.037000 -0.053656 -0.144108
5 0.053293 -0.062793  0.074093 -0.049473  0.042063 -0.041909
6 0.000594 -0.090331 0.066981 -0.010600 0.037217 -0.096176
7 -0.050073 0.002919 0.074321  0.000584  0.088613 -0.097406
8 -0.021517 0.011823  0.047130 -0.002640  0.041744 -0.076559
9 -0.079749 0.032115 0.022887 -0.028535 -0.053772 -0.068079
1U -U. 1UJI9US  U.US38334 -U.UsUaII -U.Ua37 79 -U.Uoa#5406 -U.UZ01I06

o) oo 12 okl

Period SE. LINF LTC LM2 LIMP LOIL LRI
1 0.744843  100.0000 0.000000 0.000000  0.000000 0.000000  0.000000
2 0.843952  84.23289 0.003631 0.000924 11.04772 3.332065  1.381874
3 0881883  79.60741 0.021071 2.430670 11.07168 3.643038  3.226129
4 0913643  74.19695 3.356071 2.735014 10.47932 3.739052  5.493589
5 0923574  72.94279 3.746528 3.320106 10.54210 3.866492  5.581987
6 0936153  70.99573 4.577583 3.743406 10.27352 3.921329  6.488438
7 0949612  69.27561 4.449693 4.250587 9.984409 4681732  7.357968
8 00955090  68.53390 4.414116 4.445472 9.870958  4.819208  7.916344
9 0.963563 68.01899 4447917 4.424057 9.785834 5.046257 8.276940™
10 0977149  67.40564  4.684161 4399308  9.735077 5.655569  8.120247
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