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Abstract: This research study aimed at measuring the impact of exchange rates
variations on prices index, on the short and long runs, in the Algerian economy during the
period from 1990 to 2015. In order to attain this study's aims we adopted the Auto
Regressive Distributed Approach to measure long and short terms flexibility.

Our research study's measures revealed the existence of a slight positive moral impact of
real and effective exchange rates on consumer prices in the Algerian economy during the
study's period, along with a positive and moral impact of interest rates and money supply.
However, we clearly did not notice any individual dependence problem of successive
errors. Added to that, measures confirmed stable factors over time, which implies steady
inflation rates during the study's period.

Key Words: Algerian economy, Auto Regressive Distributed Approach (ARDL), real
effective exchange rates , consumer prices index, interest rates, money supply.
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Dependent Variable: INF
Method: Least Squares
Date: 01/30/18 Time: 00:02
Sample: 1990 2015

Included observations: 26

Variable Coefficient Std. Error t-Statistic Prob.

C 15.00597 2.544793 5.896737 0.0000

IR -1.371235 0.056126 -24.43126 0.0000

M2 -0.171006 0.025787 -6.631537 0.0000

REER 0.059448 0.013932 4.266990 0.0003

R-squared 0.975517 Mean dependent var 9.463510

Adjusted R-squared 0.972178 S.D. dependent var 9.951310

S.E. of regression 1.659864  Akaike info criterion 3.991987

Sum squared resid 60.61326 Schwarz criterion 4.185540

Log likelihood -47.89582 Hannan-Quinn criter. 4.047723

F-statistic 292.1925 Durbin-Watson stat 1.204551
Prob(F-statistic) 0.000000
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Breusch-Godfrey Serial Correlation LM Test s :04 48, Jouor

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 49.15140 Prob. F(2,1) 0.1004
Obs*R-squared 21.77846 Prob. Chi-Square(2) 0.0000
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.716496 Prob. F(18,3) 0.7236
Obs*R-

squared 17.84825 Prob. Chi-Square(18) 0.4657
Scaled

explained SS  0.238173 Prob. Chi-Square(18) 1.0000
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Dependent Variable: INF

Method: ARDL

Date: 01/30/18 Time: 00:08

Sample (adjusted): 1994 2015

Included observations: 22 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): IR M2 REER
Fixed regressors: C

Number of models evalulated: 500

Selected Model: ARDL(3, 4, 4, 4)

Variable Coefficient Std. Error t-Statistic Prob.*
INF(-1) -0.716836 0.527868 -1.357983 0.2676
INF(-2) -0.060706 0.529882 -0.114565 0.9160
INF(-3) 0.551397 0.421457 1.308313 0.2820
IR -1.310028 0.124798 -10.49717 0.0018
IR(-1) -0.936707 0.610868 -1.533405 0.2227
IR(-2) -0.452162 0.667146 -0.677757 0.5465
IR(-3) 0.315729 0.538073 0.586779 0.5986
IR(-4) 0.225811 0.194776 1.159333 0.3302
M2 -0.085954 0.064125 -1.340417 0.2726
M2(-1) 0.027862 0.059539 0.467968 0.6717
M2(-2) -0.154419 0.066075 -2.337020 0.1015
M2(-3) -0.047754 0.080012 -0.596831 0.5927
M2(-4) 0.080118 0.066723 1.200767 0.3160
REER -0.067434 0.070225 -0.960257 0.4078
REER(-1) 0.092672 0.079096 1.171637 0.3259
REER(-2) -0.043993 0.055425 -0.793743 0.4853
REER(-3) 0.126961 0.055117 2.303485 0.1047
REER(-4) -0.080681 0.046008 -1.753622 0.1778
C 22.47496 16.32251 1.376930 0.2623
R-squared 0.999337 Mean dependent var 6.877379
Adjusted R-squared 0.995359 S.D. dependent var 8.139775
S.E. of regression 0.554545  Akaike info criterion 1.393505
Sum squared resid 0.922561 Schwarz criterion 2.335769
Log likelihood 3.671440 Hannan-Quinn criter. 1.615475
F-statistic 251.1942 Durbin-Watson stat 2.376103

Prob(F-statistic) 0.000360

*Note: p-values and any subsequent tests do not account for model
selection.
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Dependent Variable: INF

Date: 01/30/18 Time: 00:13
Sample: 1990 2015
Included observations: 22

ARDL Cointegrating And Long Run Form

Selected Model: ARDL(3, 4, 4, 4)

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(INF) -0.490691 0.725060 -0.676760 0.5471
D(INF) -0.551397 0.421457 -1.308313 0.2820

D(IR) -1.310028 0.124798 -10.497167 0.0018

D(IR(-1)) 0.452162 0.667146 0.677757 0.5465

D(IR(-2)) -0.315729 0.538073 -0.586779 0.5986

D(IR(-3)) -0.225811 0.194776 -1.159333 0.3302
D(M2) -0.085954 0.064125 -1.340417 0.2726

D(M2(-1)) 0.154419 0.066075 2.337020 0.1015
D(M2(-2)) 0.047754 0.080012 0.596831 0.5927
D(M2(-3)) -0.080118 0.066723 -1.200767 0.3160
D(REER) -0.067434 0.070225 -0.960257 0.4078
D(REER(-1)) 0.043993 0.055425 0.793743 0.4853
D(REER(-2)) -0.126961 0.055117 -2.303485 0.1047
D(REER(-3)) 0.080681 0.046008 1.753622 0.1778
CointEq(-1) -1.226145 1.057732 -1.159221 0.3303
Cointeq = INF - (-1.7595*IR -0.1469*M2 + 0.0224*REER + 18.3298 )
Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob.
IR -1.759464 0.230916 -7.619506 0.0047
M2 -0.146921 0.037872 -3.879385 0.0303
REER 0.022449 0.047749 0.470144 0.6703
C 18.329783 6.735737 2.721274 0.0725

115




