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Abstract:

There is no doubt that the most dominant feature of the Algerian economy is its
total reliance on hydrocarbons. Such feature makes it probably the most vulnerable country to
changes in world oil and gas prices.

The aim of this study is to investigate the impact of Oil Prices distortion on Algerian
macroeconomic performance during the period (1986 to 2014). Using a Vector Error Correction
Model (VECM), the impact of oil price fluctuation on four macroeconomic variables was
examined.

The results show that Oil Prices have no important Impact on the most variables during
the short term with the exception that they have a positive effect on inflation and negative effect
on real effective exchange rate.

The result of Variance Decomposition analysis is consistent with the Impulse
Response Function IRF in that there is a negative Impact in Long-term of Oil Prices on The

RGDP , REER and INF. On the other hand; there is a positive Impact on INV'S.
Key words: Algeria, oil price shocks, macroeconomic variables, VECM
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variables Test PP Test ADF
1st Diff level st Diff level
OIL 6.62 1.38 6.62 1.63
GDP 11.05 1.53 6.53 1.76
INF 4.55 1.31 4.57 1.25
INVS 6.21 0.18 6.21 0.31
REER 5.52 0.53 5.52 0.51

EViews8 qibi; e lslazel Olim U shie] cpor oaall

I il JolSl pila g jlast (02085 J g

hypothesie Critical value Trace stati Eingenvalue prob
R=0 69.81889 82.95301 0.741492 0.0031
r<li 47.85613 46.42669 0.572251 0.0677

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
EViews6zl » e Islazs] Ol Ul shie] oot yuaall

et @Mcbﬁ 25 03 (.3) J g
D(GDP) = 1.35944468627E-08*INVS(-1) + 0.412850106821*INF(-1) -
2.68886657022*0OIL(-1) + 1.32320187726*REER(-1) - 50.562399547 )

odd) ey U ) il O e G deed! BN ez (04 035 J gu!

DEPENDENT VARIABLE
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DLGDP DLINVS DLREER DLINF DLOIL
DLGDP 0.073 0.096 0.955 0.019
DLINVS 0.10 1.90 0.96 0.11
DLREER 0.0001 0.074 0.38 0.685 0.0005
DLINF 2.22 1.73 3.42 0.18
DLOIL 0.130 0.035 0.27 0.86

D(TCR ) bl B pall g o3 b :(05) o3 J i

VARIANCE VARIANCE VARIANCE
period  DECOMPOSITIONTO  p,p coNpOSITION TO DEZ?)I;;SgSIETIO DECOMPOSITION TO
GDP INVS N TO INF REER
01 0.000000 0.000000 0.000000 4.134322
02 8.708929 30.56116 0.146900 4.871675
03 15.76377 45.72570 0.100951 6.247317
04 14.18021 56.68288 0.198338 4.894957
05 11.42057 63.78442 0.163830 4.357595
06 9.427337 67.55714 0.138401 4.590570
07 8.038728 70.09124 0.133266 5.166658
08 6.982511 71.83051 0.143551 6.148836
09 6.208855 73.06210 0.178148 7.154717
10 5.623312 73.96497 0.204419 7.937527
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