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Abstract: This paper aims to estimate a long-term path for the equilibrium exchange rate of the
Algerian dinar for the period from 1986 to 2019, By using Co-integration method according to the
ARDL model.

The findings revealed that Algeria has a time-varying long-run equilibrium exchange rate,
and that its long-term behavior can be explained by each 1% increase in oil prices and degree of
trade openness, resulting in a 0.1945 percent and 0.7585 percent decline in the equilibrium
exchange rate of the Algerian dinar, respectively. Moreover, every 1% increase in the size of the
production differences and the parallel exchange rate leads to a 1% increase in the real equilibrium
exchange rate of 0.5275 percent and 0.1625 percent, respectively. The results also showed that the
misalignment of the Algerian dinar's real effective exchange rate is corrected within Four months
and 18 days. At the end of 2003, the Algerian dinar's real effective exchange rate was close to its
equilibrium level, with minor deviations.

Key Words:Real effective exchange rate, Equilibrium exchange rate, ARDL model, Algerian dinar.
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S LU Breusch-Godfrey L gt :02 ool ARDL 3505 pids :01 kol

Dependent Variable - LREE

Breusch-Godfrey Serial Correlation LM Test; ceruipir

Sample (adjusted) - 1990 2018

Inciuded observations : 30 sfter adjustments
Maximum dependent lags - 4 (Automatic selection)

- Model selection method : Akaike info criterion (AIC)
F-statistic 0.031784 Prob. F(2,5) 0.9689 Moselssiection metnod - Akeike info crverion (AIS) |
* 1 Foced ressors © O
Obs*R-squared 0.376614 Prob. Chi-Square(2) 0.8284 Rombe of modsis evaiulsted : 2500
Selected Model : ARDL (4. 2. 2. 4. 4)
Variable Coefficient Std. Error t-Statistic Prob.~
LREE (-1) -0.255173 0.235582 -1.083254 0.3148
LREE (-2) -D.208881 0.172808 -1.717087 0.1207
LREE (-3) -0.793580 0.255280 -3.108758 0.0171
LREE (-4) -0.2573680 0.110585 -2.327258 0.0528
LOIL -0.205136 0.028532 ~7.180701 0.0002
LOIL (-1) -0 104821 0.085189 -1.804884 0.15286
LOIL (-2) -D0.047772 0.038503 -1.240728 0.2547
LOIL (-3) -0.148741 0.057132 -2.603450 0.0352
LOPEN 0108391 0.245207 -0.433882 08774
LOPEN (-1) -0.521723 0.320202 -1.584381 0.1571
LOPFPEN (-2) -0.798507 0.387905 -2.053355 .07
LOPEN (-3) -0.549702 0.258806 -2.123258 0.0714
LGOP 0.694183 0.062084 11.02155 0.0000
LGD® (-1) 0.061105 0.184706 0.370867 0.7216
LGDP (-2) 0.119752 0.135851 0.881463 0.4073
LGDP (-3) 0.441361 0.184504 2.392143 0.0480
LGDR (-4) 0.056691 0.074037 0.7685706 0. 4689
LTCH_PARA 0.0585688 0.027714 2.113303 0.0724
LTCH_PARA (-1) -0.040915 0.020311 =1.340847 o210
LTCH_PARA (-2) 0.083748 0.028784 2213002 0.0824
LTCH_PARA (-32) 0.180319 0.035008 5.137520 0.0012
LTCH_PARA (-4) 0.1611e3 0.0862219 2.500725 0.0359
(=3 11.4068680 2.172088 5202071 0.0011
R-squared 0.698491 Mean dependent var 4.274419
Adjusted R-squared 0.693747 S.D. dependent var 0.208530
S.E. of regression 0.018490 Aksike info criterion -5.294100
Sum squared resid 0.0016803 Schwarz criterion -4.219848
Leg likelihood 102.4115 Hannan-Quinn criter. -4 950437
F-statistic 210.50368 Durbin-VVatson stat 1.993263
Prob (F-statistic) 0.000000
Ramsey )tz il 104 ko) Breusch-Pagan-Godfrey ;b mits 103 goulol)
Ramsey RESET Test iy i :
Equation: UNTITLED Heteroskedasticity Test Breusch-Pagan-Godrey

Specification: LREE LREE(-1) LREE(-2) LREE(-3) LREE(-4} LOIL LOIL(
-1) LOIL{-2) LOIL(-3) LOPEM LOPEMN(-1) LOPEMN(-2) LOPEN(-3) LGDP
LGDP{-1) LGDP(-2) LGDP({-3) LGDP(-4) LTCH_PARA LTCH_PARA[

-1) LTCH_PARA(-2) LTCH_PARA(-3) LTCH_PARA(-4) C F-staistic 0.750324 Prob. F(227) 0.7180
D] Torepies Pavarey AT e Obs*R-squared 2106654 Prob. Chi-Suare(22) 05166

oo 6 08045 Scalederplained S5 1673029 Prob. Chi-Square(22) 1,000
F-statistic 0.053659 (1, 6) 0.8245
3942l ylast ks 106 goukads e i L il 105 Gkl
12
Series: Residuals
Sample 1990 2019
F-Bounds Test Null Hypothesis: No levels relationship b ] Observations 30
8 I R R
Test Statstic Value Signif I AR
6 Maximum 0.018979
Asymptotic: n=1000 ha e
F-statistic 10.42917 10% 22 300 4 Yo 0082192
k 4 H% 2.56 349 Kutosis ~ 3.917337
2 5% 2.88 LT H I
rque-oera |
1% 3.29 4.37 0 |:| | | Probability ~ 0.581101

T T T T
-0.02 -0.01 0.00 001 002
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ARDL Error Correction Regression
Dependent Wariable : D{LREE)

Selected Modsl - ARDL (4, 3, 3, 4, 4)

Gase 2 : Restricted Gonstant and Mo Trend
Date - 06/10/21  Time - 15:30

Sample - 1986 2019

Included observations - 30

EChM Regression
Case 2 - Restricted Constant and Mo Trend

Wariable Coefficient Sid. Error t-Statistic Prob.
D (LREE (-11 1.347810 0. 1307T2F 1031044 0.0000
D (LREE (-2 1.050929 0 AT3I412 5.0860311 0.0005
D (LREE (-3} 0. 257360 0054503 4 721928 0.0022
DLOIL) -0 205136 0014583 -124 06659 0.0000
D (LOIL (-1} 0196513 0022833 8.6065401 o.0001
D {(LOIL (-2} 0148741 0.0Z7092 5.490145 0.0009
D{LOPEMN) _0_106391 o 103929 ~1.023591 0.3401
D (LOPEM (1)) 1.345209 0. 17TES549 T.527071 0.0001
D (LOPEM (-23) 0.S49T02 0125794 4. 360545 0.0033
DLGDP) 0694183 0013120 52 90835 0.0000
D (LGDP (12} -0_517S04 0050204 -10 26177 0.0000
D {(LGDP (-2} -0 493052 0099715 -4 994551 0.0016
D {(LGDP {-3)) -0 0SEE91 0035164 -1.587599 0. 1510
DLTCH_PARA) 0_0SS568 0015455 3. 7859508 0.0068
D {LTCH_PARA 1) -0 405259 0041983 -0.652500 0.0000
D {LTCH_PARA (200 -0 341511 0 040DE0 -8. 333555 0.0001
D (LT CH_PAaRA (-3)) -0 161193 0029657 -5 435309 0.0010
CointEg (-11* -2 602983 0251321 -10.35719 0.0000
R_squared 0998455 NMMean dependent war 0.003045
Adjusted R-sguared 0996265 S.0. dependent var 0.208084
S E. of regression 0. 012594 Akaike info criterion -5.627433
Sum squared resid 0001903 Schwarz criterion -4 TEETIS

Log likelihood
Durbin-Vwatson stat

Hannan-Quinn criter.
1.993263

-5.358480
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Levels Equation
Case Z Restricted Constant and Mo Trend

Variable Coefficient  Std. Error  t-Statistic  Prob.

LOIL
LOPEN

0194496
-0.758485
LGDP 0.527507
LTCH_PARA 0.162472
C 4416738

0.017346
0.080796
0.045362
0.008023
0.114598

-10.89883
-0.387681
11.50206
2025049
Ja.54107

0.0000
0.0000
0.0000
0.0000
0.0000

EC=LREE-(-0.1945*LOIL -0.7585*LOPEN +0.5275*LGOP +0.1625
*LTCH_PARA + 44167 )




