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Abstract:

Many of the mechanisms have been suggested to explain the causal relationship between exchange rates
and commodity prices which had raised different results. This study aims to test the causal relationship between
exchange rate fluctuations and changes in the general level of prices in Algeria during the period 1980-2014, using
the vector autoregression model (VAR) in order to assess and describe the nature of their relationship. The results of
study found a long-term relationship of dynamic single exchange rate towards inflation, they also showed that the
contribution of the real effective exchange rate of the dinar in inflation was very weak.

Key words: Exchange rates, changes in the general level of prices, cointegration test, causality test, Vector
Autoregressive Model
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Source : Felix p. Hufner and Michael Schroder, Exchange Rate Pass-Through to Consumer Prices: A European

Perspective, Centre for European Economic Research, Discussion Paper No 02-20, March 2002, p.04
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