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Abstract:

This study aimed to highlight the relationship between trade policy and economic
growth in Algeria during the period (1990-2020)¢ Using Principal component analysis
(PCA) method. Gross domestic product was adopted as a dependent variable, trade
openness, exports, imports and the exchange rate, which represent tools of trade policy,
as the main explanatory variables, in addition to other explanatory variables.

The study concluded that there is a significant positive relationship between the
gross domestic product and each of the imports, fixed capital accumulation and
exchange rate of 0.95, 0 .87, 0 .85, respectively. In contrast, the gross domestic product
was negatively correlated above average with the inflation rate at -0.59. As for the rate
of trade openness and exports, their correlation with the GDP was weak and
insignificant.

Keywords: Trade openness, exchange rate, economic growth, Principal component
analysis
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Variables| GDP M X GFCF OPN INF ER
GDP 1 0,957 0,208 0,878 0,352 | -0,597 | 0,855
M 0,957 1 0,138 0,874 0,362 | -0,475 | 0,723
X 0,208 0,138 1 -0,001 | 0,836 | -0,641 | 0,237
GFCF 0,878 0,874 | -0,001 1 0,187 | -0,475 | 0,721
OPN 0,352 0,362 0,836 0,187 1 -0,480 | 0,197
INF -0,597 | -0475 | -0,641 | -0,475 | -0,480 1 -0,695

ER 0,855 0,723 0,237 0,721 0,197 | -0,695 1
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F1 F2 F3 | F4 | F5 | F6 | F7
Valeur propre | 4,244 | 1,783 | 0,597 | 0,194 | 0,101 | 0,064 | 0,017
Variabilité (%) | 60,626 | 25,469 | 8,529 | 2,773 | 1,447 | 0,913 | 0,242
cumulé(%) 60,626 | 86,095 | 94,625 | 97,398 | 98,844 | 99,758 | 100,00
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F1 F2
GDP 0,948 -0,258
M 0,891 -0,295
X 0,454 0,870
GFCF 0,834 -0,433
OPN 0,536 0,727
INF -0,782 -0,337
ER 0,867 -0,207
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