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Abstract:
This study aims to measure the impact of exchange rate policy on inflation rates in Algeria for the
period (1990-2022), using the Autoregressive Model VAR. The unit root test ADF results
indicated that all variables are integrated of order one. After conducting the Johansen test, it was
found that there is no long-term equilibrium relationship between them. The study's findings
revealed no direct effect of the exchange rate on inflation rates. This is attributed to the Algerian
economy's significant reliance on oil revenue. Through shock analysis, it is shown that the
inflation rate has a continuous impact on the exchange rate, while the latter has a minimal effect
on the inflation rate in the model.

Keywords: Exchange Rate Policy; Inflation; Autoregressive Model.
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Date: 08/27/123 Time: 17:56
Sample: 1990 2022
Included observations: 33

Autocorrelation Partial Correlation AC PAC Q-3tat  Prob

0.843 0842 25631 0.000
0.650 -0.209 41.352 0.000
0.502 0,059 51.061 0.000
0.333 -0.218 55471 0.000
0121 -0.240 56.070 0.000
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Correlogram of EXCH

Drate: 100115/23 Time: 01:45
Sample; 1990 2022
Included ocbservations: 33

Autocorrelation FPartial Carrelation A PAC Q-Stat Prob

850 0.850 26.05¥ 0.000
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po 9 -0.0017 0071 72395 0.000
1
1
1
1
I
1
1

Y

0

1
1
1
1
1
1
1
[
1
1
1
1
1
1
1
1

10 -0.025 0010 72428 0.000
11 -0.032 0026 72481 0.000
12 -0.024 0020 72511 0000
12 -0.010 0011 72517 0.000
14 0002 -0.002 72518 0.000
15 0.020 0008 72543 0.000
16 0.0232 -0.042 72578 0.000

_____j__f?UUUUHH

[

Eviews 10 msby o2 e sbasu g 31ust o - el
47



A de ale 3 (Al s s b

gl ALl ayanal ade Jlby susmgll o spmg o ple old) 250 s OF U LYY Al Lails UM e W
Sy x 2 (0.0516 ) o ST 2y 72578 ol Q- stat ot £ H = 16 we 0F L
pde Aeoh b WL QUL (598 315 bLsl sgmg 61 0.05 o 51 20.000 oVl V1 01 oS5 Ls27.45. (gl
(EXCH) agnl alod) )z
bl Al Y1 Oyl YU duglt ydor a1 3.2.3

el At izl L) (ADF) Jgb s sugll yior jlasl @
i) el (04) Jgudt 3 Eviews 10 maby oz e oo e3P 5B 23 s 2585 Vsl

INF 5 EXCH sl dhodoll J2 55 jlast Godad P psb drys wad 1(03) Jousr!

VAR Lag Order Selection Criteria
Endogenous variables: INF EXCH
Exogenous variables: C

Date: 1112123 Time: 23.37
Sample: 1990 2022

Included observations: 29

Lag LogL LR FPE AlC 5C HQ

0 -231.0169 NA 3267717 16.07013  16.16443  16.09966
1 -167.1108  114.5903* 5255293* 11.93867* 12.22156* 12.02727*
2 -166.5144 0987111 B68.2157 1217341 1264489 1232107
3 -164.2256 3472669 T761.3567 1229142 1295149 12.493815
4 -161.3744 3932627 8432179 1237065 1321932 1263644

* indicates |lag order selected by the criterion

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

AlC: Akaike information criterion

3C: Schwarz information criterion

H: Hannan-Cwinn information criterion
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variable Level 1st deference
T Test Prob.* result T Test Prob.* Result
statistics = critical statistics = critical
values: values:
Intercept | 1.675411 Non 5.612635 | 2.960411 0.0001 @ stationary
2.957110 | 0.4337 | stationary
INF
Trend  1.677802  3.557759 @ 0.7377 Non 5.748241 | 3.562882 | 0.0003 @ stationary
and stationary
intercept
None 1.405524 Non 5.643859  1.952066 0.0000  stationary
1.951687 | 0.1457 | stationary
Intercept 0.402929 | 2.957110 | 0.8970 Non 3.948835 | 2.960411 | 0.0049 @ stationary
stationary
EXCH
Trend 1.427724 | 3.562882  0.8323 Non 3.884456 | 3.562882 | 0.0250 @ stationary
and stationary
intercept
None 1.955317 | 1.952066 | 0.9858 Non 2.999931 | 1.952066 | 0.0040 | stationary
stationary
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Johansen Cointegration Test

Date: 0218124 Time: 14:46

Sample (adjusted); 1992 2022

Included observations: 31 after adjustments
Trend assumption: Linear deterministic trend
Series: EXCH IMNF

Lags interval {in first differences): 1to 1

nrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo, of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone 0244313 3732270 1549471 0.3907
At most1 0.001557 0.048305 3.841466 0.8260

Trace testindicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**Mackinnon-Haug-Michelis (1999) p-values

IInrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Mo, of CE(s) Eigenvalue Statistic Critical Value Prob **
Mone 0244313 8.683965 14 26460 0.3134
At most1 0.001557 0.048305 3.841466 0.8260

Max-eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
*MackKinnon-Haug-Michelis {(1999) pwvalues

Eviews 10 qebp Slr 2 Jo sleae¥y gl slist oo - il
SItest (trace) e e o3 P=0T ;56 s tady CIWI 2350l szl dn
s sn Vg 1549471 5ls gy 0.05 wecritical value .+ 51 2.3 » trace statistic = 8.732270
thadid) 01 ey 0.05 o 8T 529 0.3907 Jlaa! sm a0l ST i Loy apinal) a0 )l 3 i LSS aag Y
(VAR) Gl sy aas) z358 pain a5k 031 Lagay it JalSS sy Yy O oyl s 0pabalSae st
var G Yl plad z3gé jlas 55 4.3
LW Ay wud 1.4.3
, information criterion Akaike ) (lae Lo slazeVi Mg (VAR) Ll 5B amys dyioen 25 Yo

( Schwarz information criterion
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VAR Lag Order Selection Criteria
Endogenous variables: INF EXCH
Exogenous variables: C

Date: 1112123 Time: 23:37
Sample: 1990 2022

Included observations: 29

Lag Logl LR FFE AlC 5C HQ
0 -231.0169 MA 326777 16.07013 16.16443 16.09966
1 -167.1108  114.5903* B255293* 11.93867F 1222156 1202727
2 -166.5144 0.9837111 G668.2157 1217341 12.64489 12.32107
3 -164. 2256 3472669 T61.3567 12.29142 12.95149 12.49815
4 -161.3744 3932627 843 2179 1237065 13.21932 12.63644

* indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error
AlC: Akaike information criterion
SC: Schwarz information criterion

HQ: Hannan-CQwwinn information criterion
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Vector Autoregression Estimates

wWector Autoregression Estimates
Date: 1112022 Time: 0014
Sample (adjusted): 1991 2022

Included cobservations: 22 after adjustments

Standard errors in { ) & t-statistics in [ ]

IrFE

ExCH

IFMFEC=-T1)

ExCH-1)

0. 718738
(0. 1247F2)
[5.7TE261]

-0.054546
(0. 02700
[-1.47402]

5.1495380
(2.60271)
[ 1. 70659G]

0214601
(0.14293)
[ 1.50145]

1.020085
(0. 042413
[ 24 2912]

0129472
(4. 12853)
[ D.0Z21326]

R-squared 0747 T7Ta1 0.971731
Adj. R-squared 0. 720287 0.959782
Sum sq. resids G541, 9797 2420492
S.E. equation 4 FO5022 5.391722

F-statistic
Log likelinood
Akaike AlC

42 93976

493 4270

Schwarz S B.161611 5. 424079
Mean dependant 8. 3285732 FE.99F15
S 0. dependant 9.061211 21.01656

Creterminant resid covariance (dof adj. )
Determinant resid covariance

Log likelinood

Akaike information criterion

Schwarz criterion
Mumber of coefficients

S5659. 7105

46567 . 83970

-159.1340

1219900

124732832
=1

Eviews 10 by Sl e sles gl slisl e el
) o By 55l acd) ST e 87 pin gk 23sed) (EXCH). 50l jaes (INF) el Juas Lo Olpzs Ll
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D INF ezl Joas ahsles

;o> INFt=cl+al-INFt—1+B1-EXCHt—1+ €lt
t.cdgd 3 weadl Jams s INFE
INF.asl (intercept) col sacl o

adsly apa U INF J udy) Lles ol
INF.J ady sasy 578 W EXCH J jludy les 521
INF.asld t 3l 3 Slpzall i saelt o
(EXCH): &)l aw dsles
EXCHt=c2+a2- INFt—1+32-EXCHt—1+€2t
t.edl 3 2l ae EXCHt o
EXCH.absll codl gac2
EXCH.S 4wl saslg 5ay =+l INF I ludW) Lee 5202 o

sl s W EXCH S Judy) Lobes 52B2 o
EXCH.4sll t 3l 3 Szl o) 52€2t o
tde et (Yol oda (3 o e o)l Lo 1)
INFt=6.149680+0.718738-INFt—1+0.214601- EXCHt—1+€elt
EXCHt=0.129472+(—0.054546)-INFt—1+1.030085-EXCHt—1+€2t
L g3l AoV Bl dpaseidl Ol Yl sl 5.3
el qysdl jlasl o1 1.5.3
Yol el mdl a0 e Bk JLas Vs IV e 2 imdsad) (3 Blod) dned L
el aygdl sl w1 (08) W3y Jgudd
VAR Resigual Normality Tests
Orthogonalization: Choles ky (Lutkepohl)

Sample: 1990 2022
Included obseaervations: 22

Component Skewness Chi-sq ot ProbDo.=
1 D0.052818 0021045 | 0.5547
=2 1.020054 5.549389 1 00185
Jdaoint 5.570436 =2 00517
Component Kurtosis Zhi-sqg odf Prob.
1 203223288 D.001299 | 0. 9702
= 5.408037F T.r21521 | 00054
Jdaoint FLr32920 = 00,0209
Component Jargue-Bera ot Prob.
1 0022445 =2 D.9588
=2 1228091 =2 o.o0013
Jdaint 122303236 4 o.o0099

A pproxirmate p-values do not account for coefficient
estimation
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VAR Residual Serial Carrelation LM Tests

Date: 111322 Time: 00:329

Sample: 1990 2022

Included observations: 32

Y Sl B

(ol s 8 ) e 3 :HO
() isd) 8 Y () donab 2 o) :H
Jarque-Bera. jlasy mblidl Lt 4] ldb Tols (lad Gy aes Jlsd) OF Q) 5 LY s
Lk g595 s HO L 031 0.05 . ,sTProb =0.11
(Sl G by yles1 2.5.3

Mull hypothesis: Mo serial correlation at lag h

Lag LRE* stat df Prob. Rao F-stat df Prob.
1 2808379 4 05733 0733312 (4, 52.0) 0.5734
2 3.142159 4 0.5333 0.795585 (4, 52.0) 0.5335
3 1676401 4 07950 0417765 (4, 52.0) 0.7951
4 1.021101 4 0.9066 0.252887 (4, 52.0) 0.9066
5 2400484 4 0.6625 0.602336 (4, 52.0) 0.6626
o] 3 406516 4 04922 (0862998 (4, 52.0) 04924
T 4700016 4 0.3195  1.205486 (4, 52.0) 0.2197
] 11.26421 4 0.0237 3072478 (4, 52.0) 0.0238
9 0806951 4 09375 0199446 (4, 52.0) 08375
10 0.336942 4 0.9873 0.082910 (4, 52.0) 0.89873

Mull hypothesis: Mo serial correlation atlags 1toh

Lag LRE* stat df Prob. Rao F-stat df Prob.
1 2808379 4 08733 0733312 (4, 52.0) 056734
2 5482736 2 0.58933 0.813268 (8, 48.0) 0.5945
3 12.62584 12 0.3923 1.083490 (12, 44.0) 0.2967
4 16.50422 16 04184 1051764 (16, 40.0) 04286
5 1920644 20 0.5024 0958250 (20, 36.0) 0.5276
a] 2050821 24 0.6675 0.814839 (24,6 32.0) 0.6950
T 24 41252 28 0.6596 0.813806 (28, 28.0) 0.7053
2 31.60546 3z 0.4864 0936599 (32, 24.0) 0.5748
g 37.60509 36 0.3956 0979501 (36, 20.0) 05358
10 38.88900 40 0.5202 0.815096 (40, 16.0) 0.7091

*Edgewarth expansion corrected likelinood ratio statistic.
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WaR Residual Heteroskedasticity Tests (Levels and Squares)
Date: 11/13/23 Time: 00:36

Sample: 1990 2022

Included observations: 32

Joint test:
Chi-sq df Prob.
23.84908 12 0.0213

Individual components:

Crependent R-squared Fi{4, 27) Prob. Chi-sq(4) Prob.

res1*res- 0665546 13.43213 0.0000 21.29746 0.0003
res2*res?2 0.045710 0.323319 0.8598 1. 462707 0.8332
resz2*res 0326825 3277106 0.0259 10.45839 0.0334

Eviews 10 msby o2 e slazsU g 3as) e - jall
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g3l Ayl sl sl
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Inverse Roots of AR Characteristic Polynomial
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Pairwise Granger Causality Tests

Date: 09/04/23 Time: 19:09
Sample: 1990 2022

Lags: 2

MNull Hypothesis: Obs F-Statistic  Prob.
OTCH does not Granger Cause DINF 30 154289 02334
DINF does not Granger Cause DTCH 064336 05340
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.0.2334 _» Prob. Jl=Y1 2.3, 1.54289 _» F-Statistic 2.3«
LT g Miag 0,05 o 5T 0.2334 acdl 0B astaxY) 2890 Joxs” 0.05 23 (gsmams Lol 13) o
e Glax| (Ko DINF oy ¥ DTCH 0F ey 400 2040 s
DTCH:c... YDINF 2
.0.5340 _» Prob. Jl=Y1 2.3, 0.64336 _» F-Statistic 2.3«
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