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Abstract:

Exchange rate, the balance of payments and economic growth are
considered as the most important economic indicators that reflect the economic
position of each state in relation to the world economy. The purpose of this study
was to examine the effect of real exchange rate on economic growth and its real
impact on the Algerian economy during the period of (1995-2019) which has
witnessed several economic reforms and the transition from market-oriented
economy to open market with the adoption of managed float regime. Using
Autoregressive Distributed Lag Model (ARDL) with Eviews 10 the results of the

study have indicated a negative effect of real effective exchange rate on the
balance of payments and economic growth in Algeria with the existence of
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foreign direct investment, inflation, money supply and public spending as
control variables.

Key Words: real exchange rate, balance of payments, economic growth,
Autoregressive Distributed Lag Model
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\With Constant & Trend Walishc 00384 A0 21007 ATIAS Q8466 45403 132683 WithConstantd Trend 1Slatishe 05652 17073 -21037 20512 325803 46497 65147
Prob. 09943 07164 05180 0685 01957 00058  0.0000 Prob. 09989 07164 05180 05441 0097  0.005  0.0001
] ) ] (] ] oo - n n0 n n . - o
Without Constant & Trend 1otabstc 26575 13355 40M8 02053 21055 33085 55081 Without Constant & Trend IStatistc 12088 12805 09774 02053 12426 34347 14819
Prob. 09969 01630 02738 08018 09911 00016 0000 Prob. 03460 04790 0245 06018 03407 000 01261
0 i n 10 i " no no n no n e n
AtFirst Diference
COPPER) dBP)  GREER) d(GOV)  dM2) GINVEST) d(PC) GCOPPER) dBP)  OREER) (GOV)  dM2) G(NVEST) dqPC)
Wit Constant tSaiste 2T 4E3 AM0D 402 S0 0807 475 Wi Constant il 2618 40288 42004 3472 5034 80506 61788
Prob. 00675 00044 00026 008 00001 00000 00010 Pob Q00 M4 01 M G065 00N 0
A With Constant & Trend IStatishe 32861 46647 41160 33363 50124 78089 52894
b Psp?;“ 332 mﬁ; 10233 ;ﬁﬁi mﬁ m‘: ;}ﬁg‘; Prob. 00935 00059 0087  00BSH 00028 0000 00017
WihotConstant& Trend ~ 1Statistc  -09648 47090 44700 35050 45023 BAU  H4T6
ool G s o o o um um o M e e o

Notes:

a (*)Signiicant atthe 10%; (*)Significant atthe 5%, (***) Signiicant atthe 1% and (no) Not Significant
b: Lag Length based on SIC

¢ Probabilty based on Mackinnon (1996) one-sided p-values

Notes:

(")Significant atthe 10%, (*|Significant atthe 5%; (**) Signiicant at he 1% and (no) Not Significant
b:Lag Length based on SIC

 Probabilly based on Mackinnon (1996) one-sided pvalues
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F-Bounds Test Null Hypothesis: No levels relationship ~ F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) I(1) Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000 Asymptotic: n=1000
F-statistic 6.678358 10% 2. 3.2  F-statistic 9.315081 10% 22 3.09
k 3 5% 2.79 3.67 k 4 5% 2.56 3.49
2.5% 3.15 4.08 2.5% 2.88 3.87
1% 3.65 4.66 1% 3.29 4.37
Actual Sample Size 22 Finite Sample: n=35 Actual Sample Size 22 Finite Sample: n=35
10% 2.618 3.532 10% 2.46 3.46
5% 3.164 4.194 5% 2.947 4.088
1% 4.428 5.816 1% 4.093 5.532
Finite Sample: n=30 Finite Sample: n=30
10% 2.676 3.586 10% 2525 3.56
5% 3.272 4.306 5% 3.058 4.223
1% 4614 5.966 1% 4.28 5.84
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(BP)

Selected Model: ARDL(2, 1, 3, 3)

Case 2: Restricted Constant and No Trend
Date: 01/11/21 Time: 19:09

Sample: 1995 2019

ARDL Long Run Form and Bounds Test
Dependent Variable: D(GDPPER)
Selected Model: ARDL(3, 2, 1, 3, 1)

Case 2: Restricted Constantand No Trend
Date: 01/11/21 Time: 18:20

Sample: 1995 2019

Included observations: 22

Included observations: 22

Conditional Error Correction Regression

Conditional Error Correction Regression

. ) Variable Coefficient Std. Error t-Statistic Prob.
Variable Coefficient Std. Error t-Statistic Prob
c 4839615  96150.78 5.033361 0.0015
c 338356.0 82789.64 4.086936 0.0027 GDPPER(-1)* -0.431852 0.084524  -5.109204 0.0014
BP(-1)* -0.938512 0.187920 -4.994212 0.0007 REER(-1) -2764.227 578.5199 -4.778102 0.0020
REER(-1) -1958.955 521.6033  -3.755641 0.0045 GOV(-1) 3713.256  706.8351 5.253355 0.0012
INVEST (-1) 91385.20 35664.64 2.562347 0.0306 M2(-1) -1031.878 3305407  -3.121788 0.0168
M2(-1) -2143.065 450.5070  -4.757006 0.0010 IPC(-1) -3255.441  747.4347  -4.355485 0.0033
D(BP(-1)) 0.222223 0.207579 1.070544 0.3122 D(GDPPER(-1)) 0.135769  0.110107 1.233070 0.2573
D(REER) -419.6948 437.7397 -0.958777 0.3627 D(GDPPER(-2)) 0.300650 0.149716 2.008132 0.0846
D(INVEST ) 3466.233 11835.69 0.292863 0.7763 D(REER) -427.9112 2784391 -1.536822 0.1682
D(ONVEST (-1)) -85349.02 29159.61 -2.926960 0.0168 D(REER(-1)) 1297.876 276.6324 4.691700 0.0022
D(INVEST (-2)) -44753.91 18304.44  -2.444975 0.0371 Dégﬂg‘)” 022708 aobooz  090a08e 030t
Dv2) -896.0719 390.3032  -2.983891 0.0154 D(M2(-1)) 1391517  273.2750  5.092003 0.0014
D(M2(-1)) 1637.506 521.7061 3.138753 0.0120
DM2(2) 546.4951 3208126 1651078 01329 D(M2(-2)) 8742351  216.4707 4.038583 0.0049
D(IPC) -1284.371 4351931  -2.951267 0.0214
* p-value incompatible with t-Bounds distribution. * p-value incompatible with t-Bounds distribution.
Levels Equation Levels Equation
Case 2: Restricted Constantand No Trend Case 2: Restricted Constantand No Trend
Variable Coefficient Std. Error t-Statistic Prob. Variable Coefficient Std. Error t-Statistic Prob.
REER -2087.300 434.9623  -4.798805 0.0010 REER -6400.864  891.7562  -7.177819 0.0002
INVEST 97372.48 32872.12 2.962160 0.0159 Gov 8598.441 1407.492 6.109053 0.0005
M2 -2283.472 341.9699 -6.677405 0.0001 M2 -2889.424 783.1115  -3.051192 0.0186
c 360524.0 67804.46 5317113 0.0005 iPC -7538.321 1844.673 -4.086536 0.0047
c 1120665. 126127.1 8.885199 0.0000

EC = BP - (-2087.2995*REER + 97372.4758*INVEST

360523.9952)

-2283.4717*M2 +

EC = GDPPER - (-6400.8642*REER + 8598.4410*GOV -2389.4238*M2
-7538.3211*IPC + 1120664.7648 )

Uil mammsanl 75 9o ol pias w5las :(08) Gl
-ole g3l ol 30- ARDL C.b}u.'

Uil mammsanl 75 9o ol pids w5l :(07) Gl
-é.bL;aJﬁY‘ }Q.LU' ARDL C.b}a.».’

ARDL Error Correction Regression
Dependent Variable: D(GDPPER)
Selected Model: ARDL(3, 2,1, 3,1)

Case 2: Restricted Constantand No Trend
Date: 01/11/21 Time: 19:00

Sample: 1995 2019

Included observations: 22

ARDL Error Correction Regression
Dependent Variable: D(BP)

Selected Model: ARDL(2, 1, 3, 3)

Case 2: Restricted Constantand No Trend
Date: 01/12/21 Time: 14:32

Sample: 1995 2019

Included observations: 22

. ECM Regression
ECMRegression Case 2: Restricted Constant and No Trend

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
Variable Coefficient Std. Error t-Statistic Prob.
D(GDPPER(-1)) 0.135769 0.075065 1.808687 0.1134
D(BP(-1)) 0222223 0142782 1556379  0.1540 D(GDPPER(-2)) 0.300650  0.072091  4.170430  0.0042
D(REER) 4196948  317.0527 -1.323738  0.2182 D(REER) 4279112 1419109 -3.015351  0.0195
D(INVEST ) 3466.233  7800.302 0444372  0.6673 D(REER(-1)) 1207876 150.2535 8637908  0.0001
D(INVEST_(-1)) 8534902 1630282 -5235231  0.0005 DS(GMOZ\)/) $oo708  3oa030  TITA03 042%0
D(INVEST (-2)) -44753.91 12819.00  -3.491216 0.0068 DM2(-1) 139'1.517 1143744 12.16633 0:0000
D(M2) -896.0719 2014674  -4.447727  0.0016 D(M2(-2)) 8742351 1153421  7.579499  0.0001
D(M2(-1)) 1637.506 365.8851 4.475466 0.0015 D(IPC) -1284.371 266.9370  -4.811514 0.0019
D(M2(-2)) 5464951 2491959  2.193034  0.0560 CointEq(-1)* 0431852 0044119 -9.788374  0.0000
CointEq(-1)* -0.938512 0.135135  -6.944968 0.0001
R-squared 0.958825 Mean dependent var 6028.041
R-squared 0.857992 Mean dependent var -895.1082 Adjusted R-squared 0.927944 S.D.dependent var 6456.847
Adjusted R-squared 0.770603 S.D.dependent var 10265.25 S.E. of regression 1733.227 Akaike info criterion 18.05631
S.E. of regression 4916.585 Akaike info criterion 20.13070 Sum squared resid 36048908 Schwarz criterion 18.55224
Sum squared resid 3.14E+08 Schwarz criterion 2057704 Log likelihood -188.6194  Hannan-Quinn criter. 18.17314
Log likelihood -212.4378 Hannan-Quinn criter. 20.23585 Durbin-Watson stat 2.540518
Durbin-Watson stat 2.858839

* p-value incompatible with t-Bounds distribution.
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* p-value incompatible with t-Bounds distribution.



