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Impact of Oil Price Fluctuations on Algeria's Balance of Payments: a

measurement Study using vector autoregressive model (VAR) between
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Abstract:

This study aims to measure the impact of oil price fluctuations on the Algerian balance
of payments during the period (2000-2019), the study used statistical and standard tools,
such as vector autoregrissive (VAR), stationary test, contegration test, causality. In
addition to check the long-term relationship between variables and its direction.
Through this study, we concluded that there a significant effect at level of 5% of oil
price fluctuations on the balance of payments. Although, the results of contegration
shows that three has been a lack of a long-term relationship between price fluctuations
and balance of payments. It also found a one-way relationship starts from oil prices to
the balance of payments, which is compatible with economic theory and this is cleared
by the results of causal tests.

Key Words: auto regressive; contegration; oil price volatilit; Algerian balance of
payments; oil shock.
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VARIABLE Levels 1st Differences
ADF 5% level Prob ADF 5% level Probability
Statistic Statistic
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Hypothesized Eigenvalue Trace Statistic 0.05 Critical Prob **
Value

None 0.333121 11.20807 15.49471 0.1990

Atmost1* 0.195491 3.915420 3.841466 0.0478

Trace test indicates no cointegration at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level

Hypothesized Eigenvalue Statistic Max-Eigen  0.05 Critical Value  Prob.**

None 0.333121 7.292647 14.26460 0.4551
Atmost1* 0.195491 3.915420 3.841466 0.0478

Max-eigenvalue test indicates no cointegration at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
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BOP PP
BOP(-1) 0.888614 0.285396
(0.13942) (0.25323)
[ 6.37351] [ 1.12701]
PP(-1) -0.195845 0.714801
(0.08446) (0.15340)
[-2.31892] [ 4.65983]
C 1196.730 1692.153
(558.883) (1015.10)
[2.14129] [ 1.66699]
R-squared 0.718826 0.638344
Adj. R-squared 0.683680 0.593137
Sum sq. resids 16267979 53666879
S.E. equation 1008.340 1831.442
F-statistic 20.45217 14.12046
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Inverse Roots of AR Characteristic Polynomial

T T T T T
1.5 1.0 0.5 0.0 05 1.0 1.5
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Lags LM-Stat Prob
1 0.542122 0.9693
2 7.078179 0.1318
3 1.708800 0.7891
4 4.785773 0.3100
5 1.556064 0.8167
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