88 71 2020 ,sS1 (o) 055ua1/10 Wl ey L s Al

sl m3ges alusiialy el Aty Jlpdl (3 Syl jaw Je Lol Bjlgadl s S
2018-2003 &z JS=ARDL dsjg0dt dnt Stgmdld 1N

The Effect of the Public Budget Deficit on the Exchange Rate inAlgeriaAn
Econometric Study Using ARDL Approach from 2003-2018
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Abstract:

This study aims to measure the effect of the public budget deficit on
the exchange rate in Algeria,Through an econometric study of annual data
using autoregressive distributed lag approach during the period 2003-2018,
The study found a long-term equilibrium negative relationship between the
public budget deficit and exchange rate ,which shows that the higher the
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public budget deficit by one unit decrease the exchange rate of the Algerian
dinar against the dollar by 1.64%.
Keywords: Public Budget Deficit, Exchange Rate, Ardl.

JEL Classification Codes: H62; F31
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UNIT ROOT TEST (PP)
At First Difference At Level sl
NONE Constant & Constant NONE Constant & Constant >
Trend Trend REGRESSOR
EXCH
t-Statistic
-2.6948 -6.5660 -2.9628 1.8044 0.0043 0.9566 Prob
0.0103 0.0003 0.0589 0.9781 0.9926 0.9938 ‘
sk sksksk % nO no nO
BDEF
t-Statistic
-4.2371 -5.1246 -4.3872 -0.2947 -1.9864 -1.3357 Prob.
0.0003 0.0040 0.0037 0.5653 0.5693 0.5893
®kk *kk Hkk no no no
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UNIT ROOT TEST (ADF)
At First Difference At Level L
Constant & Constant & uL.?«:.d\
NONE Trend Constant NONE Trend Constant REGRESSOR
EXCH
-2.7521 -4.5579 -3.005 1.804 -0.455 0.97 t-Statistic
0.0090 0.0121 0.054 0.978 0.975 0.99
ok - n n Prob.
42348 -4.2521 -4.24( -0.352 1.874 144 BDEF
0.0003 0.0192 0.005 0.543 0.625 0.54 t-Statistic
*kk *k * n n
Prob.

Notes: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the
1%. and (no) Not Significant *MacKinnon (1996) one-sided p-values.
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Test statistic Value il
F-statistic 10.41278 it JolSG e 359
Critical value Bonds for F-test when k=1
Significance level L0y os¥) sl o I 1) de¥amd ind
%10 4.04 4.78
%5 4.94 5.73
%2 5.77 6.68
%1 6.84 7.84

(EBviews 9) w2 e slasVU L) slasl ar ezl

had oo 55 110.41278= 4 stF-statistic aed O L= (03) o3 Jsidl I e
Codall aop abs AWy 0104 %05 ¢ %02 ¢ Y01 agee gy we T (1) eV ad
s el ) e a1 b Al B sy e o W Hy ) 22 s
SOl ! el 1 a5l
Srall JolS Lol elxl psi tARDL giged Wby Jiwdl 81 jlaout 5.3
Jeslll sl 8 1l 83 Aoy bl o oY) ish sl 3 4l B0 3y sl
o) e Ol ST Ml Ll Ol dmy o (@SS Lagay W1 OF &3 oy
o JY e sy WSS amne sy el LISH o) by saslas Wlsie il
Autoregressive g sl <l gl U2Vl 2346 o ARDL Ll 3 ol
W 3kl wlpadl 055 of Gl ¥ 450 Ly J=sls” Distributed LagModel, ARDL
39t "Ogll M wARDL pliseanly sl JalSHl jlasl @ g o oSN a5; ok
SN 23U mes ¢ e 2001 e Pesaran et Shin s o sklBoundTest "
Distributed asjll sUayl i 31y gressive Model, ARp) Autore s\l
Bypedl) Slpall B Lead sllal B Al Baad) ALl 055 gl sda 3LagModel .
os Jsb Jsadly (337 i 2020 (ol 5 liad) ST 5 8umly 31 Lesllaly 2JU
R P S e

82



el Slgzdl) S JlouYl mige plusiaaly deld Al Sl 3 Bl jaw Jo Dbl Ejigalt e
2018-2003 5zt JN>+ARDL isjsalt

ardl 7356 i w04 43y Jgund)

Dependent Variable: EXOCH

Method: ARDL

Drate: 0119920 Time: 0641

Sample (adjusted): 2007 2012

Included observations: 12 after adjustments
Maximum dependeaent lags: 4 (Automatic selection)
Model selection method: Akaike info criteriomn (AlC)
Dynamic regressors (<4 lags, automaticl: BC*EF
Fixed regressors:. &

rMumber of models evalulated: 20

Selected Model: ARLDIL{ZE, 4)

Wariable Coefficient Std. Error t-Statistic FProb.™
EXCH-1) 00565911 0. 2546587 01207322 0.8654
EXCHE-2) 0.226701 0277578 0.852TF37F 04419
BCOEF 0. 005427 0002298 2 263157 O.0254
BOEF-1) -0.002942 o.002098 -1. 402555 023234
BOEF{-2) 0.001245 0002655 0. 459097 05634
B EF({-3) -0 004501 O 002594 -1 . 772482 o 1508
BOEF({—4) -Oo.010589 DO.O0O0259.4 -2 855970 00456
L A5 AZ2557F 15. 15517 2872790 00453
R-sguared O. 98596569 Mean dependent var 25 752650
Adjusted R-sgquared o.9561416 S.D. dependent wvar 18 . 21779
S.E. ofregression 2. 598150 Akai ke info criterion 5 65332438
Sum squared resid 51. 78674 Schwvarz criterion 5. 955709
Log likelihood -25 80063 Hannan—-Zuinn criter. 5 513751
F-statistic 40 15553 Curin-vwwatson stat 2. 212958

Froo(F-statistic) 0.001514

*Note: povalues and any subsequent tests do not account for model
selection.
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ARDL Cointegrating And Long Run Form
Dependent Variable: EXCH

Selected Model: ARDL(Z, 4)

Date: 011920 Time: 06:42

Sample: 2003 2018

Included observations: 12

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
DH{EXCH{-1)) -0.236701 0277578 -0.852737 0.4419

D(BDEF) 0.005427F 00023298 2263157 0.0264
D(BODEF(-1)) -0.001245 0.002655 -0.469097 0.6634
DHBOEF(-2)) 0004601 0.002594 1.773482 01508
OD(BOEF(-3)) 0010589 0003694 2 B6697T0 0.0456
CointEqi-1) -0.697388 0215291 -3.229288 0.0317

Cointeq = EXCH - (-0.0164*BDEF + 66.5720 )

Long Run Coefficients

Variable Coefficient Std. Error t-Statistic FProb.
BOEF -0.016432 0.003508 -4 684575 0.0094
C 66.572034 4.952295 13442664 0.0002
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Exch =66.57 -0.0164 Bdef

ol jray Wl Bl ey Y1 Ash 45515 1K B sy ) dblall s
e PR ) (6380 Sy dog Balad) Bkl e 8305 01 T S (3 Al s I
-0.0164 sz Yol flae (o) Ll G pall

84



el Slgzdl) S JlouYl mige plusiaaly deld Al Sl 3 Bl jaw Jo Dbl Ejigalt e
2018-2003 5zt JN>+ARDL isjsalt

e Jo BB e ST S 3 el 3l B30 e ST Blgd) ais 5.5
W) dasnid) Ol W iy dnldll JSTal) e oglog 2
:LM Test sUad¥) ¢ 53 Bl ¥ L3a) 55,1

sl Y1 o g LY et i 315:06 o3y Jguod!

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 5.360397 Prob. F(3,1) 0.3050
Obs*R-squared 11.29747  Prob. Chi-5guare(3) 0.0102
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F-statistic 1.105754  Prob. F(7.4) 0.48298
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