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A study of the relationship between exchange rate determinants and interest rates
in Algeria during the period 2000-2023 using the Toma-Yamamoto methodology
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Abstract:

This study aims to explore the relationship between exchange rate determinants and interest rate
during the period 2000-2023 in Algeria. It involves an analysis of fundamental and basic concepts
related to the exchange rate, including its definition, types, and primary determinants. Additionally,
the study addresses the interest rate, its key determinants, and its role in monetary policy within the
country. To examine the long-term relationship, the study adopts an advanced methodology using
long-term causality tests. Specifically, the Toda-Yamamoto test is chosen, being one of the most
significant tools to analyze causal relationships between variables over the long term. This
methodology is applied tothe variables under study forthe specified period. Finally, the study focuses
on the results of the causal relationship test between the determinants of the exchange rate and the
interest rate.

The findings indicate that the exchange rate is not influenced by all the studied variables due to its
control by monetary authorities. However, the interest rate has a significant long-term effect on the
monetary supply due to the relationship between them
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PP Test Result PP Test Result PP Test Result

0.0010 stationary 0.0139 | stationary 0.0132 stationary

0.0001 stationary 0.0028 | stationary 0.0018 stationary

0.0000 stationary 0.0000 | stationary 0.0000 stationary

0.0000 stationary 0.0000 | stationary 0.0000 stationary

0.0000 stationary 0.0000 | stationary 0.0000 stationary

0.1161 stationary 0.0291 | stationary 0.0421 stationary

0.0001 stationary 0.0128 | stationary 0.0024 stationary

0.0000 stationary 0.0000 | stationary 0.0004 stationary
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PP Test Result PP Test Result PP Test Result
0.2800 none 0.9109 none 0.0954 none ex
0.7262 none 0.9250 none 0.9335 none gdp
0.0102 stationary 0.0492 stationary 0.0143 stationary ge
0.0005 stationary 0.0028 stationary 0.0011 stationary inf
0.0001 stationary 0.0078 stationary 0.0016 stationary ir
1.0000 none 0.9814 none 1.0000 none Ms
0.8001 none 0.6746 none 0.3533 none Openness
0.2912 none 0.8183 none 0.4259 stationary Tourisme
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VAR Lag Order Selection Criteria

Endogenous variables: EX GDP GE INF IR MS OPENNES TOURISME
Exogenous variables: C

Date: 01/31/25 Time: 22:24

Sample: 2000 2023

Included observations: 23

Lag LogL LR FPE AIC SC HQ
(0} -1976.165 NA 1.18e+65 172.5361 172.9311 172.6355
1 -1830.762 177.0127* 1.41e+62* 165.4576* 169.0122* 166.3516™

*

indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarzinformation criterion

HQ: Hannan-Quinn information criterion
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VAR Granger Causality/Block Exogeneity Wald Tests
Date: 02/01/25 Time: 02:03

Sample: 2000 2023

Included observations: 22

Dependent variable: EX

Excluded Chi-sq df Prob.

GDP 1.297932 2 0.5226

GE 3.346173 2 0.1877

INF 1.731751 2 0.4207

IR 1.415292 2 0.4928

MS 1.575210 2 0.4549

OPENNES 0.180378 2 0.9138

TOURISME 2.214747 2 0.3304
Al 8 -

Dependent variable: IR

Excluded Chi-sq df Prob.
EX 2.541021 2 0.2807
GDP 3.538731 2 0.1704
GE 2.260072 2 0.3230
INF 3.716757 2 0.1559
MS 5.516143 2 0.0634

OPENNES 2419575 2 0.2983

TOURISME 1.749113 2 0.4170
Al 8 -—

eviewsl2 lx 2 Jo sl Ul 3las] o0yl

gaidle 5 i) —ll
: (Toda- Yamammoto Causality ) i jlosl s 1.3

R e O B B 1 e O g B L CRUIPSCERAIRY
C W Ash 8 ol g e ol s 3] L Lede Ol mea a0 gty B el
W sl 1 fogs 04 3 Jeadl 3 58l wils Y5 (e

POl a il el



Gl ja il s M5 JE Sy ¢ aulll 2 Sl ae sl Algb Bgns e Vs dorys Y Gl an OF Lo
ST oMl by Bl 2 Waadl B2l el (3 S G p Bid S O o S B b e will
B LS Ol ae dnlnd e sl il (3 dsae AN 53 ST ey T 055 0T S

Dl Juae pisedd dndb—o
Bid) A o 8ol bag SIS LE Sape bshall bl (3 2ad) A MS e gias BV 53 5L Juas Of L3
e L e Bid) ST Cdg pel - SN Vas o Soew Y1 e Ballasl) s S LYY e S5
el Lalss Sleadl g bl e e 28 WS o Ojly5 e Ul Bdpae wilsg S8 (3 ML)

WL E SV

Pl o el Lgte ikl ) St ) S o i Gl e Aogat J bl 9 3 Lizalys D5 e Loy
Al s aslaYl g adl oy b add 3 ead) 18 Sy ol (3 aall AW anlnd) o fuad anld) e 06 Ledsd
i) Al Jo oT folall (st e 30U Jane o Cpall e Ssa2 o B0 005 Ll oy & iled) Of oy L
ol e Slpaall g aganall AV B ne on Gple Ly LS ls Lids OF i asl ) 2 wolpadd IS 0 S 3T Sls 05K
@lasY) A e S e B3l Sl Y skl il @ Opall e 0L o 0T ke Jlly L skl
e Bl oy Mg ¢ ST sLaBYL Anl lpall e gt of TNzl o¥aes SIMIS 4241 ) slopenness
Ggteo & onad U Dbl Ol Comgt Jull Cpall v (24 e waze) @) 5 2ad) 2l s (S gl 2l
() Bl )l oy b e ASH Gl sdag. s Slalell e Y g ol e Y @l 3T A S L daadh i
@ AL dles (3 alndl ol jold ) Ming Bid) Al o ) B3I oY i sl Jaal b LT (2017
A Vg 2 pmn ailsg S8 (3 L) sl ol pde O el e 3L Vs e 13l b e il 2D (3 (Sl
(G2 By S ity Ly o oSl 5 Jgltal) md) 3 (Sl Gt Blgn) e i) S olianal U el (535
~1980 spalnardl aogis plasal 2wl 2uls S 3 Gall aw e a5l A o 5 305W el Sl
(2021 2018
DA Al oYY -V

. 2016-1980 553l (S il sal) (3 Aaall JLial) 5 laall sy Jane Al 28D, (2018). 00 J o0 1) 1
17, oleaii¥) il ol dlas

| 8. o) 5 it e, oy paills BDle 5 i puall ol ulail, (2015). 1 g Dl 2

: oallall i) e sana, Retrieved from 2021 i s - Lolaid] (58Y) - il iad] (2021, 01 01). ) .p elladl .3
https://www.albankaldawli.org/ar/country/algeria/publication/algeria-economic-update-fall-
2021#:~:text=%D9%88%D9%84%D8%A7%20%D9%8A % D8%B2% D8%A7%D9%84%20%D8%B9% D8%
AC%D8%B2%20%D8%A7%D9%84%D9%85%D9%8A%D8%B2%D8%A7%D9%86%D9%8A%D8%A9%2
0%D8%A7%D9%84%D8%B9%D8%A7%D



Alaaiuly Aanld Al jac il el eliy s a8l g el paa Lo aadll sale) Jasa S (2019). 7 ,0smen s
, 780. LolaiBy/ jilds s, 2017-1990 5 8IVAR 73 e

ARDL. zisei ol3iuls (2020-1970) oal) & cipwall s e Zuaiil) ul psiall i e, (2023). @ ,zbbs
e Y15 )0y 5 aiBY] 6 Clal o s

5l I ) el 8 adaill die Gl JDA (e gabai®Y) sail) o piiiatl) Y Allas A (2018). w+ ,dls
. Dolaidyl plid dlse 2016-1990

cpal by das, eadle A bty Sluball 5a 5 Cipeall jru (B ) ) pae 1SS, (2016). ) 0 s s

4lao(2000-2013) . 38l IR laall wysatll Ja (3o pall jrdulin s e ) (A Pl el o0, (2021). 4wl )
, 275. g,_&;.,.A_'.;//;L‘AA;//} laidy/

: O=e. Retrieved from sul) Joea 5208l jew o (5540, (2023, 06 07). Osee
https://www.ammonnews.net/article/738088

8 il Al A 50 30 ) il Ay 1) 50 iV ama 8l il 45 il 500lall iV ama Bylaid s3e, (2019). il
. golaBfy) Gl a0, 2017-1990

a3l sl A SasiY) dyngie aladiuly jeas 8 a AN Gl s e e s el ZUEY) 5 (2021). &m0 S
, 658. ) olaidy/ dlss 2018-1980 5l A e jsall

, 127, bt slaid) 5 Ll das, 5 ) (& o pall i dulis, (2017). 2,0l

5idl) U4 ardl isgie alaaiuly Ludd Al a8 golai@) saill e Jad) Jaoy) L (2024). 6 o dena
, 46. Jlee ¥ Clalaidy 5ol ) 4xe 2022-1970

00 Ao sana g A e Ay Lpalend) pgill g sill aladdl) (I 8 g 00 jall Aalpadd) g Ui ¢l o (2019). &, s
, 197, Ll 5 slaidy) dao, Ay all sl

Aaaiuly Al Al il el 8 Cajeall jprw e a8l AESH aas 3l el <l s S (2021). & L s
. derll 5 auliiil dlas 2018-1980 554l nardlissgie

Hiaify o ( 1980-2019). sl 5 il 5l e saaall Ol e o o puall jrw &l uad L (2021). & 5 bisa
, 488, waa)/

NARDL daagie aldiuls 4l dul 50 5 ) jall sbaBiy) cila )y o opall Jad Blad axe Sl (2021). ¢, s
, 317, _pesdl) g bt 4 il jad dlaa, 2018-1975 5_yidll

5B 2aellciles] o e, aysaill dUai Qb & Copeall jras 5 5igal) Jalsall, (2019). ¢ Auielos

, L;.Jbajﬁy/ JJZ_//—(_!LUID_) Ao, g\_ul:u 2“\): H}aﬂ‘ eUa.: Jda gﬁ &_i).\a]\ B ‘E E):\}Aj\ JA\}:J\ (2019) z ,Aé.lcm
19.

s laify) el bl 0 dlaa, il Gl 3 aygaill alas Jla b Capeall e 85 jisall Jalsall, (2019). 7 daselus
24,

J‘}]}J u\):\j‘ L.Q)aj\ B sulall Y asa &.1\).\:& O ‘\_).\.ij\ PEYPS| )L:.\;Li O lanl) (RN B)AUQ d:\u (2022) ) ,.J;ﬂ}
,22.Jlee Y15 )13 5 dLai8y/ {ssToda-Yamamoto. dsagie aladiuly

.10

11

.12

.13

.14

.15

.16

.17

.18

.19

.20

.21



33 Ol ol a5 3000 S¥ane Sl e o e 2%l AL Dl o 850 il (2022). 1,345 .22
. Jlae ¥/ 5 1) 5 laify] UsaToda-Yamamoto. duaeic alaiiuly



