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Abstract: :

i This study examines the determinants of the parallel exchange rate premium in Algeria over the period 1980-2023. Itis
i anchored in the Portfolio Balance Model as the theoretical framework and applies the Fourier-ARDL methodology
i augmented with a Fourier transformation, which enables the treatment of structural breaks without prior identification. }
i The empirical findings indicate that an appreciation of the real exchange rate and rising inflation significantly increase
i the premium by 2.99% and 6.27%, respectively. Conversely, improvements in real GDP per capita and higher net ;
i official development assistance contribute to a reduction in the premium by 17.65% and 1.36%, respectively. In
i addition, the shift toward a managed floating exchange rate regime in 1994 exerted a statistically significant structural
i effect, lowering the premium by approximately 3.08 percentage points. The study underscores the importance of
i continuing the reform of the exchange rate regime, fostering economic growth, strengthening inflation control, and
i easing trade and foreign exchange restrictions to enhance exchange market stability and reduce dependence on the
i parallel market.
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W RV R W

LNPREM LNRER LNRGDPP LNCPI LNAID LNTOT DUM9%4

Mean 4.337136 -3.154365 8.290406 3.906438 -1.446103 4.213792 0.681818
Median 3.951926 -4.166755 8.286415 4.303168 -1.215851 4.359906 1.000000
Maximum 5.993413 0.469868 8.469836 5.291045 -0.095355 5.040628 1.000000
Minimum 1.638997 -5.262791 8.071396 1.817431 -3.251105 3.299163 0.000000
Std. Dev. 1.147752 1.967183 0.124135 1.077429 0.807102 0.545478 0.471155
Skewness -0.077086 0.815188 -0.128589 -0.680553 -0.264668 -0.242277 -0.780720
Kurtosis 2.062665 2.026136 1.677969 2.005621 2.094526 1.688318 1.609524
Jarque-Bera 1.654339 6.611979 3.325497 5.209231 2.016813 3.584722 8.014452
Prob 0.437285 0.036663 0.189617 0.073932 0.364800 0.166566 0.018184
Observations 44 44 44 44 44 44 44
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Fourier ADF Lz :03 RPN

Fourier ADF unit root test (Enders and Lee 2012b)
Variable Fourier ADF-stat ‘ Frequency Fourier ADF-stat Frequency
At Level At First Difference
LNPREM -2.603 1 -5.863%** 1
LNRER -4.077%** 2 -3.941%** 2
LNRGDPP -3.795* 1 -4.610*** 2
LNCPI -2.192 2 -3.913** 1
LNAID -4.923%** 1 -10.198*** 3
LNTOT -3.400 1 -5.981%** 1
DUM%4 -1.866 2 -6.646%** 3
Fourier ADF Test Critical Values
1% 5% 10% Frequency
-4.420 3.810 -3.490 1
-3.970 -3.270 -2.910 2
-3.770 -3.070 -2.710 3

s e %015 9055 %010 aslamY) AN Slgiens ) % 0 % 500l i il
Gauss qoby ol 2 e slaasVl Ul slas] e 1yl
F-Bounds Test 35431 L :04 48y Joud)

Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) I(1)
F-statistic 3.340063 | 10% 1.99 2.94
K 6 5% 2.27 3.28

EViews gl ol o slaeVL Ul slis| e :yohl
Fourier ARDL aomgid Lshll 91 3 padl mls 105 o8y Jgud!

Variable Coefficient Std. Error | t-Statistic | Prob.

LNRER 2.991360** 1.179793 2.535495 0.0167
LNRGDPP -17.65063*** 14.940826 -3.572404 10.0012
LNCPI 6.269667*** 2.284288 2.744692 0.0101
LNAID -1.358927*** 10.491526 -2.764710 | 0.0096
LNTOT 0.600560 0.601010 0.999252 0.3257
DUM9%4 -3.081988** 1.195557 -2.577867 [0.0151
C 133.0825%** 36.16902 3.679461 0.0009

k}bﬂ‘ uJ‘; %1) %5) %10 Ll Y AV Slszes ) ***j **j * sl pis k>
EViews gl ol 2 e slazeVl (pimUl slas) 2yl
Fourier ARDL gt jadl) 291 3 5 s 106 o8y Jgud!

Variable Coefficient Std. Error | Prob.
D(LNRGDPP) -0.469094 2.184455 0.8314
D(LNAID) -0.193632 0.166654 0.2544
D(REGIMEY%4) -0.926150 0.372838 0.0188
CointEq(-1)* -0.513311*** 0.089417 0.0000
R-squared 0.491189

Durbin-Watson stat | 1.858324
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Test F-statistic Prob. F
Breusch-Godfrey Serial Correlation LM Test: 1.341876 0.2475
Heteroskedasticity Test: Breusch-Pagan-Godfrey 0.111442 0.7409
Ramsey RESET Test 2.009749 0.1669

EViews by ol s slezeWl cpi L) slas] e 1 ydaadl
FMOLS Lzl mils :08 (.5) Jgud-t

Dependent variable = LNPREM

Variables Coefficient Std. err. P>z
LNRER 1.815928*** .1024711 0.000
LNRGDPP -5.384745%** 4059862 0.000
LNCPI 3.137843*** .1909519 0.000
LNAID -.3649436%** .0445868 0.000
LNTOT -.4321899%** .0570349 0.000
REGIMEY%4 -.9848437%** .0884978 0.000
C 44.40948*** 2.979518 0.000
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