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The Impact of Parallel Exchange Rate on FDI in Algeria-Econometric Study- 
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2
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Abstract : 

  This paper aims to studying the effect of the black market premium for FDI in Algeria, using 

vector autoregressive model and through the following economic indicators (GDP growth rate, reel 

interest rate, government spending, trade openness). From the study results we conclude the existence 

of significant causal relationship from growth rate to the: black market premium, reel interest rate and 

government spending. The impulses responses functions suggest that also showed significant foreign 

direct investment (FDI) impact on the parallel exchange rate premium, the trade openness and the real 

interest rate, and negatively on both economic growth and government spending. 

Keywords: Algeria, black market premium, macroeconomic variables, VECM. 

JEL Classification Codes: C32, F21, F32. 
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Hypothesized Eigenvalue Trace  Statistic Critical Value Prob.** 

R=0 0.809579 110.1379 95.75366 0.0035 

r ≤ 1 0.549008 60.38237 69.81889 0.2238 

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level 

TIR GOV Z OPEN GDP INVES  

0.14 0.88 0.88 0.39 0.25  INVES 

0.02 0.23 0.67 0.32  0.24 GDP 

0.34 0.75 0.89  0.37 0.37 OPEN 

0.32 0.52  0.53 0.05 0.53 Z 

0.09  0.56 0.86 0.03 0.63 GOV 

 0.57 0.21 0.49 0.06 0.03 TIR 
 

 Variance Décomposition of INVES: 

 Period S.E. INVES GDP OPEN Z GOV TIR 

 1  0.463813  100.0000  0.000000  0.000000  0.000000  0.000000  0.000000 

 2  0.567763  70.91022  0.843170  12.93569  9.645140  5.494334  0.171454 

 3  0.763424  64.11355  0.472641  16.12500  8.925585  3.493602  6.869624 

 4  0.832310  68.04461  0.402891  15.00512  7.604552  3.158247  5.784578 

 5  0.873058  65.87272  0.390642  16.19270  6.914907  5.246503  5.382527 

 6  0.940646  65.52146  0.383650  17.88027  5.964039  5.351442  4.899134 

 7  1.002257  65.68394  0.376817  18.79097  5.373583  5.246255  4.528431 

 8  1.053405  65.39391  0.391267  19.69677  4.867811  5.401252  4.248989 

 9  1.107770  65.84779  0.366338  19.81106  4.423954  5.425873  4.124989 

 10  1.154653  66.25958  0.341893  19.93110  4.090535  5.480054  3.896830 
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