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Abstract: This research paper seeks to analyze the influence of the budget deficit on the
exchange rate of the local currency in Algeria from 1990 to 2018. Both short and long-term
effects are investigated using the Vector Error Correction Model (VECM).

The study found a statistically significant negative Impact in the short term, signifying that a
1% increase in the budget deficit corresponds to a (2,61x107>) % rise in the exchange rate of
the Algerian dinar against the US dollar. In the long term, a statistically significant positive
effect is observed, indicating that a 1% rise in the budget deficit leads to a (1,96x107°)
decrease in the exchange rate of the dinar against the US dollar.
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INnciuded observation=s: 25 after adjustrment=s
Trenmnd assumptionmn: Limear determiinistic tremnd
Series: DB TOCH

Lags imnterval (im first differenmnce=s3 1 tao =2

Unrestricted Cointegrationmn Ramk Test (ITrace=)

Hypoth e size d Trace oO. 0O
rHNo. of cCEC=) Eig=ernvalu= Statistic Critical Walu= FProkke ==
rRHMomne = O A4S55005 1s5. 82112 15 . 49471 DO 2T
At rmost 1 O oO27Fas7T= O FTOoOeTF 16 =2 sS4 1a4G5 O 2005

Trace test indicates 1 coimntegratimng eqgmniis» at the O 05 lewel
= denotes rejection of the hyvypothhesis atthe 005 lewvel
**fMackKinmnomn-Haug-Michalis (1292929) pwvwaluaes

Limnrestricted TCointegratiomn Ramk Test (Maxirmurm Eigemnvalus=)

Hypoath e =izaed FMMax-Eigenr OO
rNo. of CCECs) Eigenvalus= Statistic Critical Wwalue Proo. ==
rHNomne = O 455005 M. 1 7Fa2a= M2 . 25450 o.OoOz=z252
Lt rmo=st 1 DO O27Fa7F= D FOESF15 2841465 D AD0sS

FMarx-=s=igenvalu= test indicates 1 cointegratimng egnid=sy atthe 005 laewel
= denotes rejection ofthe hivpothhesis atthe O.05 lewvel
=mMackKinnon-Haug-Michelis (1299) p—wvalue=s

inrestricted Cointegrating Coesflicient=s (normalized by B =1 1 B=I1):

[ = T
1 OEE-OGS O OS52Z00
S . O0O929E-0O7F —D.Oo0O=21551

Linmnrestricted Adjustrmaent Coaesfficiaents (alpha e
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=
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= = 0. S5S93157F 1 sSZasz2z -1 o 2159
Jdoimt =2 533 Faz2T = o275
Corrmpaormnasnt HFHurtosis —hi-=a0 o F ProbE.
l = S5 1855 O 125267 1 O . FoO=1
= A . ZFTOFZ213 T . 8s851=19 1 O 1736
Jdoimt 1. 995225 = o.=z2E25
Corrmpaormnasnt dargu=as-—Bara o Proo.
l A . 25072 = oO.5==1
= = sS4 = O 1549
Sdoimt L= e L= gy e =+ O.==2rFoO

“Approxirmate povalues do mot account for cosflicient
estirmmation

Eviews 12 zib, ol pes 1 o2l
mass Bled 0B JUL 5 (0,05<0) oY mgme 8 LV ans Of Ui 5 (9) o3y IS il o a0
s s ased) Bl Of Ll a8 boga 5,2¢=5,99 0 i1 J-B = 4,63 a3 I35 0 5, ) il
o
el I LUy st 6111
t el KN S g LS elas S 515 L)l 39y pde e S Je (LM test) o0 LVl jles) fas
ot S L) its 2(10) o3, S
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WEC Residual Serial Correlation LM Tests
Date: 11/M12/22 Time: O7:20

Sample: 1990 2012

Included cbhservations: 25

Hull hypothesis: Mo serial correlation at lag h

Lag LRE* stat ot Prob. Rao F-stat (=1 3] Prob.
hl 2.072928 4 0.5457 0. 780739 4, 22.0) 0.54650
b 1. 784305 4 O.Fra4 0. 444467 (4, 22.0%) 0. Frues
3 25358332 4 063832 0.628933 (4, 22.0%) 0.63285

MMull hypothesis: Mo serial correlation at lags 1 to h

Lag LRE* =tat odf Prokb. Rao F-=tiat ot Prokb.
1 I 072928 A 0. 5457 0. 7807329 {4, 32.0) 0.5460
=2 4 592034 a8 0. 7899 0.571937 (2, 28.0) o.7va1a
3 132 85096 12 02103 1.224463 (12, 24.0) 0.2220

*Edgewaorth expansion corrected likelihood ratio statistic.
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WEC Residual Heteroskedasticity Tests (ncludes Cross Tarmesh
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Sample: 1990 2013
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dJoint test:

Chi-=qg [=14 i FProb.

S 27129 (=R 02423

Individual component=s:

Chependaent R-=guared Fi{Z20, 4% Frok. Chi-=gfZ20) Prob.

re="1"res"1 O 242551 2. =E244339 O 1=Z249 2= S2952 02603
res>*res>2 O Ss0508 1. A47F5150 O =224 ZZ2 Oo01519 O 2297
resz2"res"1 O 299463 1. 789317 O 2049 22 423657 O.Z2147

Eviews 12 zib, ol pes 1 o2l

Bl B2, o5 W JWL 5 ,(0,05) e ST "Chi-sq" Lt 0w o3l (1) 3, (K 2518
e s ol e Jus
gl g el el B Uasd) eprnas 3505 s 811
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Adj. R-squared 0.554188 -0.076663 %’ Wector Errar Carrection Estimates
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S E equation 3040350 £91907 1 Erandart arrars n t1 & Lotonotes in Tl o

F-statistic 6.966862 0658219 Colntegratng Ea: colntEan

Log likelihood -66.32474 -368.2232 Tenen 1eooeRe

Akaike AIC 5795079  20.03785 meen aEE o

Schwarz 5C 6.078509 30.23038 - 55 12084

Mean dependent 3565478 -45057.32 Error Correction: D(TCH) D(DE)

5.0. dependent 5.901450 G66818.9 CaintEq1 ;331238505? Ifzﬂz}is:fsz?

Determinant resid covariance (dof adj.) 6.94E+12 perene 018981 (20816.0)

Determinant resid covariance 4.01E+12 eroncon fromem e

Log likelihaod -433 6959 (oarses  Gosaes

Akaike information criterion 35.81567 [=X{=1="eL }}) 2.681E-07 0.131678

Schwarz criterion 36.49824 ‘015107 roaasral

MNumber of coefficients 14 OS2 S3sE 08 9smans
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