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Abstract:

The content of this research paper falls within the macro economic
policies, particularly on the side of international economy. It aims to study
the behaviour of the equilibrium real exchange rate of the Algerian Dinar
through evaluating (estimating ) its equilibrium value during the period
1980-2014, by constructing a standard model includes a set of economic
variables that explains it. It was reached a several results; most notably : the
trade openness is considered as the most influential on the equilibrium real
exchange rate variables in Algeria, especially in the midium and long term,
followed by government consumption and to a lesser trade exchange.

Keywords: Real exchange rate, Openness, Terms of trade, Government
consumption, The equilibruim real exchange rate.
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Trace Test
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2 =7 0.206954 8.397961 15.49471 0.4239
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Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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sy pdall 2 LB & e 9 D05 e 1ST0.4750 & il JlesV) 0T LS %
G Y L sl abgb 33515 B sy (o (dsad) Slane o St oSS
sl 2, Jsd ) ol ) (Maximal Eigenvalue Test) asta~! ousy
05 Ggae s Lis
skl ol G B i 4.2

a5l B i 1) e Jusll) sl e bl e sgmg 0 ST dmy
s s Wlad o OLS anldl s aal) el gy loy sl algh

LREER =19.1041359984 - 1.10494839452*LGOYV - 3.63492155887*LOPEN
+0.775787826565*LTOT

R®=0.530316 DW = 0.41 F=11.66 F— stat= 0.000028
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e DB A jlanl @ osedt) sV (o5 e Edwards et sl 2l an i
A 2010 aw Vo3 jLbe 16.6 (o 3l @YY e 20 slisyl ) 291 e
Ol el el cwls GU3 o) e 5,al) aad o (20171 2 Vs L 26.9
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D(LREER) = 0.163546474123*( LREER(-1) + 340081371315*LGOV(-1) + 9.45203204486*LOPEN(-1) -
LT005197T4T1T*LTOT(-1) - 44.4593368954 ) + 0.135450544761*D(LEEER(-1)) - 0.658802737505*D{(LREER(-1)) -

0.412585142816*D(LGOV(-1)) -  0.4621949567T*DLGOV(-2)) -  0.541497336645*D(LOPEN(-1)) -
1.39409363144*D(LOPEN{-2)} -  0.0360211389222*DALTOT(L)y +  0.245734464275:DLTOT(-2)) -
0.0525802782556

RZ:D.615322 DW=2.52 F=391 F— stat = 0. 004337

e W) ) (3 Sl e % 61 0f R? = 0.615322 spod) bolas py

ol LS T3 Lean b ) Sl e 1L b w2l Lol alaedl ool
C M g G sl B cla) Spa AR Cnall an ol 4] el
s s W) o2 e O aad Bl ew OF ) s 1l 5 0.135450
SAE ol Lol L gime 5 Il JEV olas el 251 a1 85 I LT e,
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d 5 0.412585- © jua 5 LIl oy diw el spa L;.J&A.\ M) fols
g W Yl 5 3y g el ) e A Coall e e o b
oLl Jolss Jud) fles OF o @ cglndl ZlasV) Lolis ) folal 2l ¢ 2]
Lt N e P N U S S N O B
95 g3l Of e Ja e 0.05 o gl Fisher Ly P value of Ls™ oy
s oy BLEYY i e WY wipe Osendly cfs Jolas O LS 25Lax] 4V
Bosdle (sube ot 1arght sllas Y peoeas s m3g0d Bl SlesY) 1,52
I Dl Vb psk o 30l
:(Serial corélation) 3 bis¥1 1.1.5.2

B3 B s 1 (4) By Jgud!

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2075162 Prob F2.20) 0.1517
Obs*R-squarsd 5499319 Prob, Chi-Squars(2) 0.0639

'R2 < 12(2) of £10.05 v ,5T2(2) astany P value of st
s W Gy 313 LU 35 pdm poell 200 L LU
St S (hétéroscédasticité) i b ase jlas1 2.1.5.2
QW1 Jpadt 3 e ol ol ke
o) DS pus L) @il :(3) By g

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.751622 Prob. F(12,19) 0.6888
Obs*R-squared 10.30080 Prob. Chi-Square(12)0.5896
Scaled explained SS 15.45865 Prob. Chi-Square(12)0.2173
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Fisher a5ta~y P value of jlzeb ol ol gn ) g piedl o381 L&
ol ol s 1Sa Ss o 03 n°RE > x2(12) lis0.05 . T
o2 VEC B Yl wmte 2356 LB de (VECH g3 ASalyd 2.5.2
JE-WES R/ [RERFECINUR- WOt PR PRSI WP WY RV [ FPSEWON | PR
vecm gig il 1.2.5.2
VeC s 1l ) 1(6) o3y Jgud)

Roots of Characteristic Polynomial

Endogenous variables: LREER LGOV LOPEN LTOT
Exogenous variables:

Lag specification: 11

Date: 07/10/16 Time: 00:42

Root Modulus
1.000000 1.000000
1.000000 1.000000
1.000000 1.000000
0.294091 - 0.365302i 0.468972
0.294091 + 0.365302i 0.468972
0.430180 0.430180
0.246177 0.246177
-0.138603 0.138603
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Inverse Roots of AR Characteristic Polynomial
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o (Trace Test) ;N L= 5 (Maximum Eigenvalues Test)
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Response to Cholesky One S.D. Innovations + 2 S.E.

Response of LREER to LREER Response of LREER to LGOV Response of LREER to LOPEN Response of LREER to LTOT
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o) Jubs 1(2) o3y el

Variance Decomposition of LREER:

Period S.E. LREER LGOV LOPEN LTOT

0.115120 100.0000 0.000000 0.000000 0.000000
0.161114 96.73031 0.875117 2.393150 0.001424
0.197182 91.01589 2.478006 6.501916 0.004187
0.228376 84.46663 4.391504 11.13484 0.007023
0.256087 78.03874 6.341906 15.61037 0.008983
0.280732 72.19633 8.180682 19.61325 0.009735
0.302456 67.10907 9.841340 23.04013 0.009452
0.321353 62.79351 11.30371 25.89417 0.008607
0.337551 59.19601 12.57111 28.22507 0.007811
0.351223 56.23637 13.65748 30.09846 0.007691
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