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Evaluating the role of the Algerian central bank in maintaining the
stability of the Algerian dinar’s exchange rate and its impact on banking
stability : VECM model approach
Zgiae o oS e o0 (Mbsas 600 0.0
bouchra. mahfoud@univ-annaba.org (LRIEDD e ((i)-abe— e b als 1

med-zakaria benmaazou@univ-annaba.dz [LRIEDD & (()-ats— 2 b dals

2023/02/13 : 2 m56 2023/01/30 : il o 2023/01/12 :p3zaVt )6

LN SR T U S Y R Y S S S S S S S N O O O R R o o S Y S SN SO U U R Y O R o oY Y Y N SN SN U U SO Y O N Y S S S S S N N N T S S S S S S S O o]

e s g alaall ) e absld) 3 30 dbleS (g SU Gl il e spill ladus 1) anhl) ods Dud et
s39ry J) cdog VECM gl o) o 2368 Jlaazel (20181990 s I3 s & 3ol izl
Gl s Sl B 08T Loty ¢ islal) (sll) (3 il 2 lly vl a5y V) ) e s b We
@rall pladl iy Gai 8y pim Bl ae jLael OF ] Auhll) s cnals LS A S ag oY)
O Al or s ety JUsH g ()lnd) ZaiY1 b (3 2ol

VECM 558 (S8 Sl lalow (pall nns (Bpan izl themaie SlelS

.F31 (E58 (C32 JEL i

Abstract

This study aims to demonstrate the role of the Algerian central bank in maintaining
the stability of the Algerian dinar’s exchange rate and its impact on banking stability during
the period of 1990-2018. Using VECM model, the study found a long-term direct
relationship between the nominal exchange rate and both inflation and money supply. While
it’s inverse between the nominal exchange rate and the real interest rate. The study also
concluded that the stability of the exchange rate is necessary for the stability of banking
system, especially during trade openness and the free movement of capital.
Keywords: Banking stability, Exchange rate, Central bank policies, VECM model.
JEL Classification codes : C32, E58, F31.
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Wald Test L xits (4) Jgid!

Wald Test : Wiiahi Test .
System : %system Syslem  %sysim gﬂ;;@%symem
Test Statistic Value df Probability  Test Stalific Vale o Procaciify  Test Statistic Valug df Prabability
Chi-square 0.205531 1 0.0501 Chisquare 1 245765 00173 Chi-zquare -0.195848 1 0.0081
Mull Hypothesis - C(3)=0 bl Hypathesis - 4k Mull Hypothesis - G(5]=0
Mull Hypothesis Summary - bl Hypafhesis Sursmary Mull Hypathesis Summary :
Normalized Restriction (= 0) Value S EM  yrvsioed Resiicion <01 e sdEr o ¢ Restriction (= 0) Vale S e

_ c(s) 0329492 0.744535
Ci3) -0.314531 0693273 i 153E 45 t 7EAS

Restrictions are linear in coefficients.

2y ezl dedes e S 5ge Chi-square astesY) &) of el (4) Jsad) s e Lo
Bl o5 Lo ¢ oY1 Cpall e ] i) 2,8l (ol p s 3 b BVe s OF gu Lo (512
Cpall ja g ai 2SS B Min OF ) 2 561 e kel Chi-square ajl) aslaxy)
wey 0.05 m3al) g2 0 BT » Chi-Square LV sl o2 O Lal xS LS oY)

i) A 3 ) el Wsles (3 puas OF K6V LS Ryglate o Wil il SMalas 01

Restictions are inear in cosficients.

Eviews 10 a2, olr 2 1 02l

Restrictions are lingar in coefficients.

VECM 34 8357 s jlas13 .4

I SOV el wte Bl 3l B30 (e pa ST

izl jlast Yl

bl )z e aSl Roots of caracteristic polynominal L1 (o

1.5

Tiged) Byl et 11 JSCad

Inverse Roots of AR Characteristic Polynomial

t b S Eviews 10 a2, s

T
O.0

Eviews10 w2 02l

T T
-1.0 -0.5
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WEC Residual Serial Correlation LM Tests
Date: 02/04/22 Time: 03:42

Sample: 1990 2018
Included cbservations: 27

Full hypothesis: Mo serial correlation at lag h

Lag LRE* stat df Prob. Rao F-stat df Prob.

1 128.005632 16 0.3236  1.164741 (16, 42.4) 0.2224

Full hypothesis: Mo serial correlation at lags 1toh

Lag LRE* stat of Prob. Rao F-stat df Prob.

1 18.00563 16 0.3236 1164741 (16, 43.4) 0.3324

*Edgewaorth expansion corrected likelinood ratio statistic.
2 5yoally i g T Blan Y ls Al 3] e O] oo el (D) dod] o= o Lo,
LY A a Sl 30l st AL poall 2003 ey (005 sal) sz 0 xST 2 0.3324

R slas U 51
o) ol pis jlus) RO
mon Jsb Jsadls White jLast e sbae¥l ¢ VECM ghpell clos Y1 il pie jlasY
LY s

White izt gt :(6) Jgud-!

wwin (Levels and 1

Eviews 10 w2 @ 02l
Geadall 22 dl) L5 JLy 0.05 e 18T 0.2089 afle1 aadlh O LS Joid) S35 e

AL 3l Lo sgum 3 pld) oL (o
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VEC Residuals
TCH Residuals INFResiduals
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Vector Error Caorrection Estimates

Date : 02/03/22 Time - 22:19

Sample (adjusted) : 1992 2018

Included observations : 27 after adjustments
Standard errors in ( ) & f-statistics in [ ]

Cointegrating Eq : CointEq1
TCH (-1) 1.000000
INF (-1) -10.88655
{1.34135)
[-8.11609]
M2 (1) -0.000548
{0.00025)
[-2.22757]
IR (-1} 14.11109
(2.16671)
[6.51269]
C -202.6137
Error Correction - D(TCH) D{IMF) D(MZ) D(IR)
CointEg1 -1.3263458 -0.054963 -215.0415 -0.010032
(0.05156) (0.04242) (201.866) (0.04067)
[F0.13281] [-1.29367] [-1.06527] [-0.24735]
D (TCH {-1)) 0.324923 0014111 53020861 0200237
(0.25357) (0.20862) (992 760} (0.20003)
[1.28143] [0.06754] [0.58444] [1.00104]
O {INF {-17) -0.314531 0449822 -155.2144 -0.405074
(0.69328) (0.57039) (2714.30) (0.54639)
[-0.45369) [0.78852] [-0.05718] [-0.T4068]
D (B2 (-17) 2.53E-05 §.99E-05 0437428 -4 44E-05
(5.1E-05) (4.2E-05) {0.19330) (4.0E-03)
[0.49875] [1.67659] [-2.20555] [-1.11161]
D (IR {-1}) -0.329492 0.543032 1152088 -0.470362
(0.74454) (0.61258) (2914.98) (0.58733)
[-0.44255] [1.04974] [0.39523] [-0.30035]
L 2.299501 -0 FTT045 -1558.214 0521653
{1.55473) {1.27915) {6037.02) {1.22645)
[1.47804] [-0.60T47] [-0.25599) [-0.42533)
R-squared 0476112 0290550 0.302142 0159474
Adj. R-squared 0.394337 0242176 0.235985 0.129651
Sum sq. resids 5.254557 4 565775 1.149310 0.160231
S.E. eguation 1.946010 0392061 23279.63 4 690533
F-statistic 0.551734 0.938711 1.318416 0.796873
Log likelihood -83.05205 -7 78417 -306. 4126 -76 64334
Akaike AIC 5.596443 5206235 2314163 6. 122099
Schwarz 5C 5.534412 5.4934193 23429564 6. 410063
Mean dependent 3.634108 -0.300607 585.1519 0.325926
5.D. dependent 5.633947 4 3367438 2504463 4.593007
Log likelihood -202.3516
Akaike information criterion 39.28530
Schwarz criterion 40.62913
MNumber of coefficients 28
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