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Abstract

This study aims to test the Relationship between inflation and exchange rate regimes for
algerian economy over the period ( 1974-2016 ) , the variables included in study are : cunsumer
prices index , money supply , importations rate , nominal exchange rate and GDP growth rate ,
for testing the inflation function stability the CUSUM , CUSUMSQ and chow breakpoint test are
used , , the results of stability tests reveal that inflation function in Alegria is not stable at 5 %
level of significance , therfore the exchange rate regime have a significant impact on inflation
rate
Keywords : Exchange rate regime , Inflation , Cusum and cusumSq test , chow breakpoint test ,
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Value df Probability
F-statistic 69.30108*** | (22, 15) 0.0000
Likelihood ratio 194.5122 22 0.0000
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CcPI GDP IMP INFL M2 NEXR
Mean 49.26048 | 3.468769 | 43.8056 | 9.51389 | 58.5043 | 40.4131
9 4 1 1
Median 45.97227 | 3.667071 443795 | 6.25483 | 59.6862 | 41.3606
7 7 7 1
Maximum 126.7366 | 9.214836 | 46.5212 | 31.6696 | 83.8240 | 110.700
2 6 3 0
Minimum 3.238421 | -2.100001 | 40.0262 | 0.33916 | 33.0058 | 3.83745
5 3 4 0
Std. Dev. 41.00352 | 2.669214 1.72176 | 8.04026 | 12.1574 | 33.8075
9 1 6 4
Skewness 0.312016 | -0.059738 | - 1.40228 | - 0.13979
0.435178 | 1 0.153417 | 5
Kurtosis 1.640992 | 2.626238 | 2.14958 | 4.11676 | 2.57830 | 1.43206
3 6 9 0
Jarque-Bera | 3.913557 | 0.269451 2.59127 | 15.9472 | 0.47594 | 4.43906
5 9 8 1
Probability 0.141313 | 0.873956 | 0.27372 | 0.00034 | 0.78822 | 0.10866
3 4 3 0
Sum 2068.940 145.6883 1839.83 | 399.583 | 2457.18 | 1697.35
9 5 1 1
Sum Sq. Dev. | 68932.82 | 292.1127 121.544 | 2650.47 | 6059.95 | 46860.9
0 8 3 4
Observations | 42 42 42 42 42 42
O el oy ol BLy Y B ghns
CcPI GDP IMP INFL M2 NEXR
CPI 1 -0.0681 0.18 -0.4183 -0.16861 | 0.97
GDP -0.06812 |1 0.1484 -0.3023 -0.012 -0.0181
P 0.18 0.14843 |1 -0.07993 | -0.4689 0.2176
INFL -0.4183 - - 1 - -0.4233
0.302383 | 0.079931 0.253147
M2 -0.1686 | -0.012 -0.468 -0.2531 1 -0.2764
NEXR 0.97007 | -0.0181 0.21762 | -0.42332 | -0.2764 1
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Chow Forecast Test

Equation: EQ02

Specification: CPI C IMP GDP M2 NEXR

Test predictions for observations from 1994 to 2015

Value df Probability
F-statistic 69.30108 (22, 15) 0.0000
Likelihood ratio 194.5122 22 0.0000
F-test summary:

Mean

Sum of Sq. df Squares
Test SSR 3094.917 22 140.6781
Restricted SSR 3125.367 37 84.46937
Unrestricted SSR 30.44932 15 2.029955
LR test summary:

Value df
Restricted LogL -150.0978 37
Unrestricted LogL -52.84170 15

Unrestricted log likelihood adjusts test equation results to account for
observations in forecast sample

Unrestricted Test Equation:
Dependent Variable: CPI
Method: Least Squares
Date: 08/10/17 Time: 22:51
Sample: 1974 1993
Included observations: 20

Variable Coefficient Std. Error t-Statistic Prob.

C -9.806911 10.12814 -0.968284 0.3483
IMP 0.038544  0.202078 0.190737 0.8513
GDP -0.287009 0.127394 -2.252920 0.0397
M2 0.171822  0.040101 4.284739 0.0007
NEXR 1.193283  0.083013 14.37473 0.0000
R-squared 0.971255 Mean dependent var 10.59144
Adjusted R-squared 0.963590 S.D. dependent var 7.466745
S.E. of regression 1.424765 Akaike info criterion 3.758209
Sum squared resid 30.44932 Schwarz criterion 4.007142
Log likelihood -32.58209 Hannan-Quinn criter. 3.806803
F-statistic 126.7077 Durbin-Watson stat 2.158329
Prob(F-statistic) 0.000000
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Dependent Variable: CPI
Method: Least Squares
Date: 08/03/17 Time: 14:08
Sample: 1974 2015
Included observations: 42

Variable Coefficient  Std. Error t-Statistic Prob.
C -48.03308  45.89231 -1.046648 0.3021
IMP 0.636259 0.962095 0.661327 0.5125
GDP -0.806426  0.545365 -1.478689 0.1477
M2 0.399907 0.136705 2.925337 0.0058
NEXR 1.208093 0.044453 2717711 0.0000
R-squared 0.954661 Mean dependent var 49.26048
Adjusted R-squared 0.949759 S.D. dependent var 41.00352
S.E. of regression 9.190722 Akaike info criterion 7.385610
Sum squared resid 3125.367 Schwarz criterion 7.592475
Log likelihood -150.0978 Hannan-Quinn criter. 7.461434
F-statistic 194.7672 Durbin-Watson stat 0.547818
Prob(F-statistic) 0.000000
14
A Series: Residuals
12 | Sample 1974 2015
Observations 42
10
Mean 4.57e-14
8 | Median 0.699718
Maximum 19.64658
6 | Minimum -21.03100
Std. Dev. 8.730891
4 | Skewness 0.133177
- Kurtosis 3.893371
2
Jarque-Bera  1.520849
o I ﬂ ﬂ | | | | Probabiity 0467468
-20 -1‘5 -1‘0 ‘5 0 5 10 15 20
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