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Abstract:
The aim of this study is to investigate the impact of oil prices fluctuation on the Algerian real
exchange rate ,through an empirical analysis using a VAR Model (Vector Auto regression) based on
annual data covering 1970-2014 period, Results show that a cointegration relationship is not detected
between the oil prices and Real exchange rate in Algeria. However, the estimation of a VAR model
indicates that a causal relationship in the direction of oil price affecting the real exchange rate of the Algerian
dinar in the short time, For a structural shock in oil prices indicates an inverse relationship, ie, the 1% increase
in oil prices would tend to depreciate the real exchange rate of the Algerian dinar by nearly 0.025%. Thus, this
adverse effect between oil prices and the real exchange rate of the Algerian dinar reflects the negative
role of the exchange rate policy in Algeria, ie we do not have a free exchange rate that reflects the real

picture of the real exchange rate.
Key Words : oil prices, real exchange rate, Algeria, VAR.
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Included observations: 43 after adjustments
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C(5)"LGDP(-1) + C(6)*LGDP(-2) + C(7)
Coefficient Std. Error t-Statistic Prob.
Cc(1) 1.192038 0.256339 4.650246 0.0000
C(2) -0.298119 0.246992 -1.206998 0.2353
C(3) -0.069783 0.106145 -0.657429 0.5151
C4) -0.084305 0.089639 -0.940492 0.3532
C(5) 0.314416 0.323023 0.973353 0.3369
C(6) -0.084937 0.297139 -0.285849 0.7766
C(7) -4.776298 1.593711 -2.996965 0.0049
R-squared 0.956523 Mean dependent var 3.835144
Adjusted R-squared 0.949276 S.D. dependent var 0.507210
S.E. of regression 0.114233 Akaike info criterion -1.353249
Sum squared resid 0.469772 Schwarz criterion -1.066542
Log likelihood 36.09486 Hannan-Quinn criter. -1.247520
F-statistic 132.0031 Durbin-Watson stat 2.161654
Prob(F-statistic) 0.000000
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AR Roots )ty (2 o S
Inverse Roots of AR Characteristic Polynomial
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Serial Correlation LM Tests 3! bLiy¥1 s
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Included observations: 43

Lags LM-Stat Prob
1 8.191094 0.5150
2 5.842889 0.7555
3 3.965501 0.9137
4 2.807604 0.9714

Probs from chi-square with 9 df.
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Heteroskedasticity Tests cubad) OU ads sl

white Heteroskedasticity Tests: No ) bl b ade 1al e z2n(1.3) 3y g

( Cross
Included observations: 43
Joint test:
Chi-sq df Prob.
66.19557 72 0.6705
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Normality Tests akll @) &l joes) w2 2( 8.3) o8 53!

Componen Skewness Chi-sq df Prob.
t
1 1.222519 10.71096 1 0.0011
2 0.409286 1.200525 1 0.2732
3 -0.461935 1.529251 1 0.2162
Joint 13.44074 3 0.0038
Componen Kurtosis Chi-sq df Prob.
t
1 6.871798 26.85856 1 0.0000
2 4.473467 3.889896 1 0.0486
3 3.640380 0.734738 1 0.3914
Joint 31.48319 3 0.0000
Componen Jarque- df Prob.
t Bera
1 37.56952 2 0.0000
2 5.090421 2 0.0785
3 2.263989 2 0.3224
Joint 4492393 6 0.0000
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VAR Granger Causality/Block Exogeneity Wald Tests:&mwd! jlast =% i

Tm) jL) e y( 9.3 by d g

Hy dpdall i ) s Jy)
RIREARAY

Irer & s Y loil 43 0.0441

Irer (& s Y lrer 0.7384

Irer & e Y 1gdp 43 0.0073

lgdp & s ¥ lrer 0.0731
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Response of LRER to LRER
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Period LRER LOIL LGDP
1 0.114233 0.000000 0.000000
2 0.112658 0.004975 0.015426
3 0.082578 -0.015731 0.023006
4 0.058770 -0.033556 0.024933
5 0.042633 -0.040174 0.025517
6 0.030892 -0.038442 0.025769
7 0.022013 -0.032232 0.025755
8 0.015502 -0.023965 0.025468
9 0.010995 -0.015060 0.024985
10 0.008087 -0.006409 0.024390
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Variance Decomposition of LRER ! &b iSe JbE e s ( 11.3) o3, Jsur

Period SE. LRER LOIL LGDP
1 0.114233 100.0000 0.000000 0.000000
2 0.161257 98.98965 0.095197 0.915153
3 0.183302 96.90631 0.810191 2.283501
4 0.196980 92.81683 3.603612 3.579556
5 0.207084 88.21888 7.024049 4.757075
6 0.214430 84.35397 9.765066 5.880966
7 0.219469 81.53030 11.47865 6.991049
8 0.222778 79.61076 12.29743 8.091818
9 0.224949 78.32052 12.50943 9.170046
10 0.226502 77.37732 12.41848 10.20420
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