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The exchange rate and the transactions velocity of 

money in Algeria: empirical study 
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 .

 .   

 :. 
Abstract: The transactions velocity of money is very important in determining 
demand and how to control it. It represents a very useful concept for monetary 
policymakers. The study of the transactions velocity of money in the economies 
has become an important contribution to the effectiveness of economic policies, 
especially in terms of controlling the liquidity of the economy and avoiding 
inflationary pressures. Among the factors affecting the transactions velocity of 
money is the exchange rate, which works to achieve internal and external balance 
of the economy 
 Keywords: Money, The transactions velocity of money, Exchange rate, 
Empirical study 
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Income Velocity (Vy)Transaction 

(Vt) Velocity.  
11 :

 :Vy=GDP/Money supply  
12: ) 

 (
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(Duplication) :Vt = Debits/Gross 
Demand Deposit  
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-  :  

 

JOHANSEN:  

2 :  
Eigenvalue Likelihood 

Ratio 
5 Percent 

Critical Value 
1 Percent 

Critical Value 
Hypothesized 
No. of CE(s) 

0.880310 
0.703877 
0.610248 
0.583048 
0.229920 

108.3625 
65.90542 
41.56580 
22.72089 
5.225218 

68.52 
47.21 
29.68 
15.41 

3.76 

76.07 
54.46 
35.65 
20.04 
6.65 

None ** 
At most 1 ** 
At most 2 ** 
At most 3 ** 
At most 4 * 
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*(**) denotes rejection of the hypothesis at 5%(1%) significance level 
L.R. test indicates 5 cointegrating equation(s) at 5% significance level 
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D(LOGVCM) =  0.23D(LOGVCM(-1)) - 0.10D(LOGTCH(-1)) + 

0.28D(LOGPIBTETE(-1))     - 0.31D(LOGMASS(-1)) - 0.08D(LOGINF(-1)) - 

0.77EC(-1) - 0.006 

LOGVCM =  - 0.10 LOGTCH(-1) - 0.30 LOGPIBTETE(-1) + 0.14LOGMASS(-

1)                        + 0.58LOGINF(-1) - 0.35 
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Heteroskedasticity Test: ARCH   

     F-statistic 0.377078     Prob. F(1,26) 0.5458 
Obs*R-
squared 0.405706 

    Prob. Chi-
Square(1) 0.5242 
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Mean       1.09e-13 
Median  -21.13910 
Maximum  655.4339 
Minimum  -271.5456 
Std. Dev.    172.6505 
Skewness    2.210226 
Kurtosis   9.850730 
Jarque-Bera  66.47289 
Probability  0.110000 
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