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Abstract

This research paper aims to study the relationship between the interest rate and the exchange
rate in Algeria during the period from 1995 to 2019, and to determine whether a sudden change in
the interest rate would cause fluctuations in the exchange rate of the Algerian dinar, with the help of
some standard study tools And represented by the self-regression ray VAR model, where the study

concluded that the exchange rate of the Algerian dinar responds to changes in the interest rate over
the study period and in the long term.
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EC = 0.88*EC(-1) - 0.29*EC(-2) + 0.38*EC(-3) - 0.14*EC(-4) - 0.34*EC(-5) + 0.17*IRA(-1) +
0.25*IRA(-2) + 0.27*IRA(-3) + 0.11*IRA(-4) - 0.03*IRA(-5) - 1.88*IRU(-1) + 2.15*IRU(-2) -
0.96*IRU(-3) - 1.693*IRU(-4) - 0.72*IRU(-5) + 49.88

ook pr ST O o aginng m3sadl Bno o IS f 0t VAR 3ged sl 36U sty mdged) jaeds 4.3
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VAR Residual Portmanteau Tests for Autocorrelations
Null Hypothesis: no residual autocorrelations up to lag
Date: 03/26/21 Time: 22:21

Sample: 1995 2019
Included observations: 20

Lags Q-Stat Prob. AdjQ-Stat Prob. Df

1 14.03099 NA* 1476947 NA* NA*
2 23.12076  NA* 24.86921 NA*  NA*
3 30.94933 NA* 34.07929 NA*  NA*
4 35.87694 NA* 40.23880 NA*  NA*
5 38.16818 NA* 43.29378 NA*  NA*
6 4491761  0.0000 52.93584  0.0000 9

*The test is valid only for lags larger than the VAR lag order.
df is degrees of freedom for (approximate) chi-square
distribution
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Pairwise Granger Causality Tests

Date: 03/26/21 Time: 23:28

Sample: 1995 2019

Lags: 5

Null Hypothesis: Obs  F-StatisticProb.
IRU does not Granger Cause IRA 20 1.09045 0.4275
IRA does not Granger Cause IRU 0.08383 0.9930
EC does not Granger Cause IRA 20 1.59101 0.2565
IRA does not Granger Cause EC 0.61774 0.6904
EC does not Granger Cause IRU 20 1.16535 0.3956
IRU does not Granger Cause EC 1.01701 0.4613
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Response to Cholesky One S.D. Innovations = 2 S.E.
Response of IRA to EC

T T T T T T
1 2 3 4 5 6 7 8 o
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are | Delete | Genr | Sample | 1

EA Series: EC  Workfile: IRAZ:Irah || e | e |
— 1 [view | Proc| Object | Properties | [ Print [ Mame [ Freeze | [Push | [sample [ Genr [ sheet [ Graph | stz
Augmented Dickey-Fuller Unit Root Test on EC

Mull Hypothesis: EC has a unit root =
Exogenous: Constant
Lag Length: O (Automatic - based on SIC, maxlag=5)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic 0.046182 0.9541
Test critical values: 1% level -3.737853
5% level -2.991878
10% level -2.825542
*MackKinnon [(1996) one-sided p-values
Augmented Dickey-Fuller Test Equation S

|
EVIEWS 9 ol ol s 1 el

oot B ja o] Sgraedl dis mugall Jgb O3 jlast 102 03 ol

EA Series: IRA  Workfile: IRA2:Ira% | |
[ViewIProcIObjectIProperties] [PrintINameIFreeze] [Push] [SampleIGeanSheetIGraph
Aungmented Dickey - Fuller Unit Root Test on IRA

Mull Hypothesis: IRA has a unit root s
Exogenous: Constant
Lag Length: O (Automatic - based on SI1C, maxlag=5)

t-Statistic Prob.*

Auvugmented Dickeyv-Fuller test statistic -4.553958 0.0015
Test critical values: 1% level -3.¥37853
5% level -2.991878
10% level -2.635542

*MackKinnon (1295) one-sided p-values.

Augmented Dickey-Fuller Test Equation

Mew Page

EViews 9z, ol s bzl
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EA Series: IRU  Workfile: IRAZ:Ira == | [ES-]
[‘u’iewlProcIObjectIProperties] [PrintINameIFreeze] [Push] [SEmpIeIGeanSheetIGraph
Awmgmented Dickey -Fuller Unit Root Test on IRLU

Mull Hypothesis: IRU has a unit root o
Exogenous: Constant
Lag Length: 1 (Automatic - based on SI1C, maxlag=5)

t-Statistic FProb.*

Auvugmented Dickey-Fuller test statistic -2 042435 D.2620
Test critical values: 1% lewvel -2. 752946
5% level -2.993064
10% level -2.628752

“Mackinnon (1296} one-sided p-values.

age| Augmented Dlickey-Fuller Test Equation
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Var UNTITLED Workfile: IRA2:Iral =]
[view|Proc| Object | [Print| Mame | Freeze | [Estimate | Forecast | stats [Impulse [ Resids [Zoom |

VAR Lag Order Selection Criteria
Endogenous variables: EC IRA IRLU
Exogenous variables: C

Date: 04/24/21 Time: 12:41
Sample: 1995 2019

Included observations: 19

Lag LoglL LR FPE AlC SC HQ

[u] -175.4437 A 28859.84 18.78355 18.93267 18.80878
1 -139.3059 57 05965% 1689 994 15 92694 16.52343 16.02739
2 -131.3306 1007404 2059 492 16.03480 A7 07866 16.21146
3 -120.6282 1012910 2195780 15.85560 17.24682 16.10798
4 -107. 0619 8568211 2387 431 1537494 17 31352 1570302
5 -TO.666132 1149340 541.9189* 1249117 14.87712 12.89497
(=1 1466 204 0000000 P -148 33727 -145 50397 -147 8577~

* indicates lag order selected by the criterion

_— LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

- AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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File Edit Object View Proc Quick Options Add-ins Window Help
[view]proc] object] [Print| Name | Frecze | [Estimate [ Forecast] stats | impuise [ Resids | zaom|

Vector Autoregression Estimates
sample (adjusted): 2000 2019 5]
Included observations: 20 after adjustments
Standard errors in () & t-statistics in []

EC IRA IRU

EC(-1) 0885962 1.060515 -0.147605
(1.05708) (1.46968) (0.12166)
[0.83812] [0.72159] [-1.21324]

EC(2) 0207145 0.042845  -0.058513
(100780)  (140117)  (0.11509)
F0.29484]  [0.03044]  F0.50445]

EC(-3) 0386531 0733790  0.059513
(087280)  (121361)  (0.10046)
1044282  [0.60464]  [0.59338]
EC(-4) 0443123 0415513 0144308

(0.00460)  (125769)  (0.10411)
[0.15822]  [033038]  [1.38605]

EC(-5) 0348622 0637204  -0.073474
(062535)  (0.86046)  (0.07197)
[0.55747]  [073287]  [1.02084]

IRA(-1) 0176225 -0.873999 0103223
(052028)  (073567)  (0.06092)
[0.33205]  [118771]  [1.69451]

IRA(-2) 0253008 -1.010356  (0.128396
(053501)  (074509)  (0.06168)
[047211]  [135602]  [2.08167]

IRA(-3) 0274690 0729349 0.149745
(061511)  (0.85521)  (0.07079)
[044657]  [085283]  [211520]

IRA(-4) 0116213 0714556 0119264
(054455)  (0.75711)  (0.06267)
[0.21341]  [094380]  [1.90203] 3
IRA(-S) 0.034451 0386473 0.086364 v

(044138)  (0.61364)  (0.05080)
[0.07208]  [059722]  [1.7001g]

IRU(-1) -1.887978  -4.798435 0.896031
(3.55160) (493788) (0.40876)
[-0.53158] [-0.97176] [2.19208]

IRU(-2) 2150909  3.525989  0.139217
(504327)  (7.01178)  (0.58044)
[0.42640]  [050287]  [0.23088]

IRUC3) -0.961183 1576795  -0.299937
(430356)  (598334)  (0.49531)
[0.22335]  [026353]  [-0.50556]

IRUC-4) -1.698793 2315210  -0.425429
(461338)  (5.41409)  (0.53096)
[0.35823]  [035008]  [-0.80124]

IRUCE) 0723554 050731 0154863
(340256)  (473067)  (0.39161)
[021265]  [010724]  [0.30404]

c 4988288 1077226  7.079887
(58.2630)  (81.0045)  (6.70567)
[085617]  [0.01330]  [1.08579]

R-squared 0957380 0664695  0.926021
Adj. R-squared 0797553  -0.592697 0648599

Sum sq. resids 2353232 4548799 3117138

SE. equation 7E70124 1066396 0.882771

F-statistic 5990129 0528630 3337950

Log likelihood -52.03105 5962178 -9.790601

Akalke AIC 6903105 7562178 2579060

Schwarz 5C 7.699691 8358764 3375646

Wean dependent 8377733 2239387 2837108

S.D. dependent 17.04897 8449903 1489177

Determinant resid covariance (dofadj)  669.0483

Determinant resid covariance 5352386 -

Path = c\users\koks\documents = DB = Iklk = WF = ira2
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