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Abstract:The exchange rate  can have a  major  impact  on inflation,  and on the value of  money,  however 
the exchange rate is only one factor among many that combine to influence inflation, but the relationship 
between the two variable is not only in one direction ,also inflation is more likely to have a significant 
impact on a country’s exchange rate , therefore the relation between them is complex and difficult to 
manage  ,  a  higher  interest  rate  tend  to  attract  investment  which  is  likely  to  increase  the  demand  for  
money, however a higher interest rate often cause increasing inflation. 

Beyond the variable that can influence inflation, numerous other factors beside inflation can impact 
exchange rate such as country’s rate of economic growth, balance of trade, debt level and the stability of 
nation government and economy, in this paper we attempt to test causality between the inflation and 
exchange rate in Algeria to see if there is any significant relationship between the two variables.    
Key words: , inflation rate,  nominal effective exchange short run causality test. 
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      white noise  

   Granger                
                
                    

         speed of adjustment        
     )19(.  

  
  

-   
INF M2 

NEER(nominal effective exchange rate) 
world bank 1984-2014   

) 01 :(
1980-2014.  

 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

INF 9.50 14.70 6.50 6.00 8.10 10.50 12.40 7.40 5.90 9.30 16.70 25.90 

NEER 1072.2 1168.4 1273.5 1376.8 1503.1 1576.7 1355.3 1169.0 971.34 833.28 665.40 331.48 

REER 312.70 346.66 362.79 380.50 414.64 446.60 412.43 364.83 301.36 285.26 218.42 130.34 

M2 17 17 26 20 17 15 10 14 14 05 11 21 

 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 

INF 31.70 20.50 29 29.80 18.70 5.70 5.00 2.60 0.30 04.20 1.40 4.30 

NEER 268.10 277.79 196.89 129.96 116.55 125.05 130.94 123.70 122.91 127.37 120.79 109.52 

REER 133.75 160.57 138.63 116.19 118.51 127.90 134.17 124.02 117.94 121.84 113.10 101.84 

M2 31 07 16 09 15 18 20 14 14 47 19 16 

 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

INF 04 1.40 2.30 3.70 4.90 5.70 3.90 4.50 8.90 3.30 2.90 / 

NEER 109.16 105.80 105.91 104.13 106.64 100.92 100 98.25 97.65 95.01 96.05 / 

REER 102.20 97.80 97.62 96.39 100.65 99.52 100 99.43 104.79 103.28 105.43 / 

M2 10 09 19 24 16 03 12 18 09 08 17 / 

: visited 23/05/2016 rldbank.org/data/reports.aspx?source=2&countryhttp://databank.wo   
 :  

) 01)  :(INF )  (NEER)  (M2  (
(OIL) 1980-2014.  

  

http://databank.worldbank.org/data/reports.aspx?source=2&country
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 :      )01 (  Eviews 9 
1-1- augmented dickey-fuller test 

 
  

) 02 :(  
p value   p value  

0.00100 0.41  
0.0035 042 m2 

0.00000 0.57  
0.00100 0.15  

)  :01 ( Eviews 9 
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           4  )4 lags  (   
information criterion      dummy variable    structural changes   

            .  
                  

                   
                   

                :  
02 :  

HQ SC AIC Lag 
36.81 37.07 36.69 0 
31.48 32.24 31.12 1 
31.60 32.87 31.01 2 
31.73 33.51 30.98 3 
31.58 33.87 30.51 4 
30.55 33.35 29.24 5 

AIC: Akaike information criterion 
SC: Schwarz information criterion 

HQ: hannan-Quinn information criterion 
 :) 01 ( Eviews 9 

3- residual diagnostics   
                 
                
        residual normality       

residuals serial correlation             
heteroskedasticity.  

3-1  -   
jerque and bera  skewness 

the excess kurtosis 
)20(.  
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Var residuals normality tests 

Null hypothesis residuals are multivariate normal 
Sample 1980  2014 

Included observations 30 
Probability df Jarque-bera component    

0.7924 2 0.465350 1 
0.7050 2 0.699239 2 
0.6103 2 0.987719 3 
0.6920 2 0.736463 4 
0.9411 8 2.888770 joint 

 :) 01 ( Eviews 9 
p value =0.94 5 %

  
3-2-   
  breusch-goldfrey  LM test 

)21.(  
) 04 :(  

Var residuals serial correlation LM test 
Null hypothesis:no serial correlation at 

Sample 1980 2014 
Included observations 30 

Probability LM test lag 
0.8996 9.320188 1 
0.9125 9.021517 2 
0.8230 10.77732 3 
0.3693 17.25546 4 
0.2262 19.86861 5 
0.2523 9.594706 6 
0.8869 25.83598 7 

)  :01 ( Eviews 9 

  p value 
5 %

) (  
3-3-  :breusch-pagan-

goldfrey  ( )
F 

homoscedastic.  
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                                    ) 05 :(   

Heteroskedasticity test breusch-pagan 
Null hypothesis: residuals are homoscedastic 

0.8822 Prob.f(17,12) 0.537694 F statistics(first model) 
0.9425 Prob.f(17,12) 0.435929 F statistics (second model) 
0.3180 Prob.f(17,12) 0.318069 F statistics (third model) 
0.5277 Prob.f(17,12) 0.979266 F statistics (forth model) 

)  :01 ( Eviews 9 
 p value 

5 %var ( )
  

4-   
Y1 Y2 Y1 

Y2Y1 Y2Y2 Y1Y1  )
strongly exogenous ()22(. 

) 06 :(  
Var granger causality 

Included observations 30 

 

Var granger causality 
Included observations 30 

Dependent variable d_M2 Dependent variable d_ INF 
Prob df Chi-sq excluded prob df Chi-sq excluded 

0.5000 4 0.354857 D_inf 0.0113 4 13.00120 D_m2 
0.0201 4 11.65572 D_neer 0.0244 4 11.19959 D_neer 
0.4429 4 3.736352 D_oil 0.0015 4 17.50469 D_oil 
0.0644 12 20.14373 all 0.0001 12 40.69274 all 

Dependent variable d_oil Dependent variable d_neer 
Prob df Chi-sq excluded prob df Chi-sq excluded 

0.7791 4 1.763803 D_inf 0.6337 4 2.561005 D_inf 
0.7106 4 2.136767 D_m2 0.3538 4 4.406260 D_m2 
0.7626 4 1.854035 D_neer 0.8562 4 1.330405 D_oil 
0.9588 12 4.974179 all 0.8912 12 6.458971 all 

)  :01 ( Eviews 9 

                    
                 

 5%                 
                
                  

strongly exogenous )  (      5%   m2   
strongly exogenous)  (     5.%  



                                                         - –27)1( 
                

       

117 

:  
                 
                  

                  
                  

         :  
-         Granger        5% 

                   
     )strongly exogenous .( 

-      granger            
 5%                  
                   

     )endogenous ( 
-                 5%   

                   
                 

       )strongly exogenous(        
                 

                    
                  
        M2         
                 
. 

   
                                                             

1- 1990-2011
-2013. 

2 -  1970-2009(
11/2012/ 

3  - 2011
440-442. 



                                                         - –27)1( 
                

       

118 

                                                                                                                                                                                                    
4  - --

20081213. 
5  - 444445. 
6  - 446. 
7  - 200050. 
8  - 5152. 
9  - 53. 

10 -  
2010120. 

11 - Frederic,s. Mishkin, macroeconomics, policy and practice, Addison-wisely, United states, 2012, p 
242. 

12  - 201482-87. 
13  - 

199739. 
14 -CHRIS BROOKS, introductory econometrics for finance, 3 edition, CAMBIDGE UNIVERSITY 
PRESS, 2014, UNITED KINGDOM, p 352. 
15 -  DOMODAR N.GUJARATI,DAWN C.POTER, basic econometrics, fifth edition, MC GRAW-
HILL,2008,united stat of America,p 755-756. 
16 -  DIMITRIOS ASTERIOU, STEPHAN G.HALL, applied econometrics, first edition, Palgrave 
Macmillan, 2007, London, p 304. 
17  - DIMITRIOS ASTERIOU, STEPHAN G.HALL, Op-cit, page 282. 
18  - Regis Bourbonnais, économétrie, cours et exercises corriges, 9 edition , Dunud, 2015, p 299. 
19  - Damodar Guajarati, econometrics by example, Palgrave Macmillan, first  edition, USA, 2011,p 232. 
20  - Chris brooks, Op-cit, page 210. 
21  - Damodar Guajarati, econometrics by example, Palgrave Macmillan, first edition, usa,2011,p 132. 
22   - Chris brooks, introductory econometrics for finance, second edition, Cambridge university press, 
USA, 2008, p 291. 


