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Exchange policy and its impact on the balance of payments in Algeria: An empirical
study using VECM models for the period 2000-2019
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Abstract:

The research aims to analyze the impact of the exchange policy on the balance of
payments in Algeria, using annual data for each of the nominal exchange rates, foreign
exchange reserves, and the balance of payments balance, during the period 2000-2019. The
research relied on vector error correction model (VECM) to estimate the interactive
relationships between the previous variables, test the possibility of a long-term relationship
between the variables, and verify Marshall Lerner's conditions for devaluation and its efficacy
in Algeria. The results showed the existence of a long-term relationship between the
determinants of the exchange policy and the balance of payments balance in Algeria. On the
other hand, the results showed in the short term, the ineffectiveness of the exchange policy in
correcting the balance of payments imbalances due to the weak flexibility of exports and
imports towards the devaluation of the Algerian dinar, and its close link to fluctuations in oil
prices.

Keywords: Exchange policy; Balance of payments; Exchange rates; Foreign exchange reserves;

Vector error correction model.
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No Intercept & No Intercept & Trend Intercept ADF ,Las
trend ADF Test
5% Critical Test 5% Critical Test 5% Critical Test
Value Statistic Value Statistic Value Statistic
& aludud! &l il
* -1.950 -1.223 -3.600 -1.889 -3.000 -1.096 BP izl
E).E-LM TS
e Alulull il
* -1.950 1.947 -3.600 -0.738 -3.000 0.923 NER il
551
T
» -1.950 -0.148 -3.600 1.022 -3.000 -1.378 RES
8 yaius
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| ! -1.950 -4.518 -3.600 -4.433 -3.000 -4.446 DBP &l il
5.a2
EN | e

-1.950 -2.734 -3.600 -3.755 -3.000 -2.990 | DNER B gyall
8 At .
.- 1 dzydl e
» -1.950 -1.072 -3.600 -1.900 -3.000 -0.967 DRES ds¥
5.a2
CAPESY]
ETDOA| e
-1.950 -3.396 -3.600 -3.285 -3.000 -3.326 | D2RES | wlsg,all
8 At .
Ayl (e
Al
Stata. 16 meliy e dxydeiad! mlidl e sleae¥l oLl slae] o el
lalgiun 3 Bratun e duiorll dbadl 0T 1 @3y Joazmll 3 dxissll ADF jlas| gl oplsl
sruy Aaladll of fal 432eS ((BP) wlegdull (e dusoys Aalatll slow (%5 Ligine Gsius wic
Bl apbl (bl alitue SlpineS (RES) gl dpall alblusly (NER) o)l Cyuall
(NER) (o) 8yunll 2 (BP) wlegdull ¢)line dusoy (o S o ADF HLasy usgll ji ol ylas|
alblas! pasy Lud %5 Lgan Golun Lic Uiy (do¥ Ayl e B g,all e §yatue el
Gyims e Aol Ayl e wlgyall wie Ll mludl cylsl aaé (RES) ¥l dpall
Gedd Ll alasialy Aladl oluall 4aiel Hlas) Bale) @ 2alad) gl WSl %5 Lgins
oo Ll duogill bl 2 @3, Joazdl § Amssll Busgll izt PP olilas) il wasT (PP) oo
ADF jLas | IMs
09 culd HLas | sl Sus gl yda Sllas | gl :(2) o) Jsand!
) G e sl
G e ::‘-e Ty pllall e g 3gel plolall e zigadl
° Intercept & Trend Intercept PP Lasl
No Intercept & No trend PP Test
5% Critical Test 5% Critical Test 5% Critical Test
Value Statistic Value Statistic Value Statistic
e aludd!
o -1.950 -1.210 -3.600 -1.836 -3.000 -1.066 BP
.b_ : &l |
”L_ ] -1.950 1.682 -3.600 -0.682 -3.000 0.752 NER TS
'bELLw.Lle sl
» -1.950 -0.417 -3.600 0.290 -3.000 -1.469 RES
8 AT
8 atue Ul -1.950 -4.538 -3.600 -4.478 -3.000 -4.468 DBP & il |
8yatue dudud) -1.950 -2.667 -3.600 -3.728 -3.000 -2.941 DNER e
. | olag,all
» ! -1.950 -1.175 -3.600 -1.926 -3.000 -1.067 DRES o ydl (e
Byatus <
JdoY!
e Py
e
8yatue dudud) -1.950 -3.356 -3.600 -3.225 -3.000 -3.275 | D2RES EAEPYV |
Ayl e
2!
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0550 O deszell cpad ol (2) 2sldl 2omyalls 1(1) Jo¥) Aoyl e AlelSie Aaalyldl laze o Loy
(RES (NER) &uslyuld dlazudl &l pailly (BP) mlidl paall oy Hildn JolSs lia

:(Lag selection) juall z3gell il Slpsld) wguss 4l
bas Bue e slexe¥ly (Optimal Selections Jill clas W) sae spa=ny AL dila Q podiw
HQIC (358 ¢sbila Hlerag FPE Ll 5l Uas sleas SBIC 3598 jleae (AIC ST julas cla LS
sl sae o daaiall pylall Cdel M5 g colinl 3 @3y Jouzdl § disgll miludl oy ls

lag*=1 g1 (Buxly 2iw) By Auin) A8 g 5l Ayl 7z 3gaad il

Skl z3geill b1 Slas el sue s 1(3) o3, Jond!

Lag LL LR daf [ p FPE AIC HQIC SBIC
0 | 224741 87e:07 | 26793 268076 | 26.9401
1| 148179 | 15312 | 9 | 0.000 | 21030.1* | 18.8446 | 18.4138* | 19.3408*
2 | 134648 | 18221° | 9 | 0.001 | 29889.6 | 18.2085* | 18.4447 | 19.4327
3 | -125537 | 27.062 | 9 | 0033 | 315042 | 183115 18.903 19.7689

Stata. 16 gmeliy (o dxpdeiad! milidl e sleae¥l o> Ul slae] oo el

:Johansen Test of Cointegration JA&L! JolKl (puilaga Lasl S0

@Y pall alblasl (NER) Cpall jlawd g U dalaal) e dasdl uodladl o Loy
I do¥ Ayl (o elgne ALalSin (61 cSiandl e Byatue s LIS (BP) lesdall ol Bussyls (RES)
oo Ayl il eliadl LKl allas | sl cmgny cdile I (2) ol oyl o 2alSze o (1)
deshall J2¥1 8 ol suadll U 3 elgus « paail] wlid) 7 3gaill syazs U

& x5l (Johansen Tests for Cointegration) <Jiadl JolSall udlage olylas| gl plal
Y5 Ligine Gyiue die Jo¥ Amyll (o olSie Auolyldl cilpize of sbisl 4 @3y Jouzd!

Aadl S8l Johansen fruilage olylas ! mili :(4) 08y Jouzl!

ickally e 3 ol

- YA
Maximum parms LL eigenvalue Trace statistic 5% critical
rank value
0 12 -164.76096 . 43.3685 29.68
1 17 -147.5641 0.85203 8.9748* 15.41
2 20 -143.4999 0.36338 0.8464 3.76

3 21 -143.07699 0.04593

Stata. 16 geliy oy Ao ysiadl mludl e sleze¥l cnisldl slue| oo yiall

43ls3 e uzg3 T ol (1) do¥ &yl (o 2lalSiing Goiandl e Byatune pe a3l Judbadl of Loy
il z3gad s Al Ayl il end¥ quliall z3gaill Gl Ayl el piie G J2¥ Ak
.(VECM) Vector Error Correction Model UaxJ| s
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! Addling Julxs .6.111
] @l SlasY! pawadd! 1.6.111

i padll J2¥ 3 Byuall A z ikl Lgine JI 1 03, Bl § dmisll puanll mls il
oo iie S A5 die Byuall z3lald Bus Ayt 5yud mlidl coplel LS (%5 Layud Ligine Gsius
oy Lagd %59.97 | cliog umill Jalas daud o @lidl sy S s aaieS A ol sl
%80.45 Aiuiy (NER ol chynll yau z35as pass Lagd %70 BP cilegdull oline dumy 73503
RES Caynll culbolias| 73505 e Logd

(NER) oYl Chpiall jau Slpiie (o dzmis 21 alsh 28Me 5929 suanll mln oyl
Olite Baayl @ Sl moald @y (BP) Slegdull oline oy J) (RES) (qin¥! cdypall cullolslg
Lsines Ll el silly 324~ 5,08 memins Jalasy O3lsall D> J) Jgumsld skl gall 3 cilegaull
& olesdnll glne of Je Dl sda § lasdl mmias Jolas judy %71 Lgine Goiun dis 51 5a
o Gpall Jlad e 8§ dlolall aldadl ge bl oMY moias e 5508 4 ilixdl
Sldazl) ious aay bads  aT 4 Jlo> o cLsiw %324 Laeud qia¥l Cpall cilbalas|

duie9 (NER) dpiall yau Slpdie o 4x J2¥ Ash 28Me 5929 JI IS mludl qdd
olblis § madl moad @i (RES) qu2¥ dyall clblasl J) =)l § (BP) wlesdull ol
5 52 el sl 2.07- 6508 mmias Jalaey O3lsdll Wl ) Jguosld ishall gall 3 quz¥ dyuall
olblasl of Je Dl sda @ sl moas Jolas judy %5 Laydd Lgine Geiun tic Lginag Lllu
St @ Gams @) sleall g der bl oINS mmial G 808 L bl § qua¥ Ball
oo s a1 6 > aay @l cbgine %207 | s (BP) wlegdull ¢line ussyls (NER) Cduall
Sleaall sda Eigus

Slblasly Byall yau alegdall Gl ooyl o IS o Aileddl A8Mall 893 e lusd) Jus
Olite A5y Apall Tl o Ayl bl px> e Jur b ihall @ @Y Byall
s e S @ Alies Cpall Luolew HUY U2Y Suadll Gpuadll @ldall ek Lad olegdull
Ae 2929 J) puanl s addd (legdull oline Busoyl e gz yuall cilblasly Cdyuall
Ll wlpall pudy 4> oo (ABP) clegdull ¢l baseyl wligyd o dbas! ¥ @l Al
@2 yall alblasls (NERp_q) Gyall jaw (BPr_1) alegdull ¢line dusy oo JST Aalll
glas)) of Aol Ldd Slegdull ¢l dmoy s of J) @ldl add 650 4z o (RES;_q)
Ll Gpall alblasl Wl o sl il (e ol Llae gl Hluull s e
& 8352 sll EMIN memin) ilegdill Olie sy § Basasll Clgall (audas J) ogiw sl
Lol Ll legsull Gl Buuo)l @ %1 6508 pad ¢l 0] e wSally (Slegdull ol
Lol Ll g2 Bpall alblasl of (NERp_q) duall dwll Gl jaw (BPp_q)
Layd oudy slei¥l puis § (ABP) clegddl ¢l Busmyl § ligyall a3 Jl 35w (RES;_4)
Jlszll e %2,759 %1.47 .%0.53

2022 ol — 01 suadl / 07 ul=dl ISSN: 2507-7244 ® 4 liwd | dpeiilly sLadiu)ly Jogoid| Ame



3 B OLe gBUL 5130 (o L0190yl Al Gkially b (9 kD

olegdull Gl dmoy e Slouall SBT Julees .2.6.111

Op Addelss AMe Jlall JalSll AMe (55 Lot zdgeill LSl pailasdl Julad
Arall albliasly NER (o) dpall jau) azudl alpadll § clbide Slasb asdiw ool izl
lele Juazill mludl Do HLasy clldy (BP wlegdull ol o)) aldl pasll e (RES qunl
dadl Jtasy Omalael cuiay (e clossall s aainy VECM sl mumias 20l z3ges @ liyla
Julzs @ Gl aadl Jiazs (Impulse response functions, IRFs) 4 sall il Jlgs Jul=s 3 Jo¥
@ Lo i piill Al dea¥) (uSay gl (Forecast-error variance decomposition, FEVDs) ¢yl
2l pazeld ginll elasd ol puwas

Slblas! 3 deaso of (NER) oud! dpall pais § oiio 3¥ (IRFs) &ysall dylaiwdl JIsa O
:(BP) wlegdud! ol dusoy e (RES) & puall

 mose sa Lo 339 %7 Layud (NER) (ol punll jau § Buxly Anley] 2dSia Aaie Uy
& %0.20-) puaill sall § slgw (BP) mlegdull Glie duwoy he Lipass Luduo 13T olisl 4 @8, JSCAI
(A ) lgiadl § %0.38- 9 %0,22- o Lo 3% 2915 ) skl Jo¥1 3 91 < (L6¥ el

Bp3Y sda § Busly Aplxy) 4l Zease Wsid (RES) i) dpall cilblus! oy Lad

Slegdall ¢line oy e IS Ligas L 13T obisl 4 @8y ISl 3 idge 52 Lo 339 %1 Layus

9 %0,12- ¢ Lo 3% 79055 ) skl U1 @ 1 (oY) &idl § %0.72-) juadll sull G ¢lsw (BP)
(AW peed) Slgicad! (3 %0.18-

(IRFs) & 9l Byl Jls ilis :(4) o3 JSAJ!

varbasic, NER, BP varbasic, RES, BP

o 2 a 6 s o z a 6 8
step

95% CI

Graphs by irfname, impulse variable, and response variable

impulse-response function (irf)

Stata 16 zaliy e sbexe¥l oLl sl oo 2 sosall
:Variance decomposition (uladl Jd=i O
sl st Uas pads § Aasladl Slasall (e S dealue 3l 2ya0 J culial) bt e
Slegdldl Olae oy ligSe @ Gums G Sledally elgw yusy gdlly ((BP) clegdull (e dum,
yuall Slblasly NER ol 8yl ja) 6391 8yuall clpaall § Sazs &l Sleaually of duas
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dsoyd Al eldan) pwwss 3 Aladl Sleasall (1o dedis IS 590 b Lesd mudss (RES (qixY]
(BP) &legaull oylxe

ldan) pwas Sleaall AST ol 3 @8y 3=l 3 Lazlll (FEVDS) cpbadl Judxs gl add
Olte oy lisSe @ Gums QI Slasall (2 uaall d2¥ @ ihadl @ alesdall Gl dusoy
Ol dmy ligfe @ Gums Wl cbeall puds (aldn, %100 ] had dudy duds legdull
Ll § %96 ) Jumy oy bd dsshally Jawsill U2¥ 3 adlall cldadl) cdaas olegdal
(BP) wlesdull Gline wuoy lisSe § S @ closall 59 (alds g5 Asiall L &) 55y
il Sy aldadl sdd 63% Byruall olpaall § Gams @ aleagall 590 3oL J) By9mally
Ll § %2.34 s> J) Lrewd Juas @y (NER) 0¥l oyl yaso § oizes 31 Sladiall 2inls
Aadall 5 &1 53

@La.U ééhﬂ‘)"ﬂ*«-&-ﬁ‘ 3.6.111
aied e BPr_ g aa,ludl Gd) cilegdudl lie dus) ,3Y Lgine a8Me 3929 mliadl oy la]
cowbal ISy Ll e Lelolo 385,5 dulaas oo Laylacly shadl Al (3 uS5e Uiy (BP 3lx)
Aod Bl @3 (09 (OPEC clug! Aalain Jib (0 Badmay Biye pé baadl (o Bytiall laSI of Lele
Ll cndlatd cAudaansdly Busoladd] aduadl (o 235SU1 laylold 2y Lol 3 oo ciloliall (Soa
sl e Suasall GleSl Gl g pdey &l EY Ll s ae Bumg 348
Isame @l sia § piad laaill Hlawl cldas e OPEC clus! dalaie cildlasl (rass Baaells

Slesdall gline due; diag bl @ Gladdl Ol apa) Lyage

Olne duoy e Lgine WY &) culSs NER;_ g a5Ludl wd] aynll jaud 3wl Wi

e pais G Y i § &alady! ale Yy olbylailly 38195 1iay BPy adlxll Ll cilegsall

Lylait ady wilegdull ol 3 s memas dI o5 Of 4ld oo alaall 2aud (o agasdl o
2l Gleadll aly 1dag il JLisle

Jiazlly cdpall alblasl ) alegdall line § sszoll Wil Lxmas 3 Ll Aol o -1
Adaaill alyaball s liw o Lplke
Led e adpll G Jiall a2l Budl ) gose ¥ bl Sleall s (e pagasdll o -2

Satag aadll e 0sSa Ayihall ahsball JSea slacl syl ded aulity olyslall

oo 058 Ll azs aloyledl 3l Lads 13) (630 A (e ¢ udiadl] AlE g5 e 3929]
lidg sazis £y cshldl S35 3 A1) aAaalS dlaiiog of (89515 adllS Apuluol aluc

iy o8 =l Baudl oF ) 28la] Al gyl areny ¥ Lgardats cUAY  aiaxdl sl

piey L)) Buelall goi aaad do¥1 Aoyl azyy liag Basgiadl alud! udlic zLG| e
tolaylell & pardsnll Bylal Llerad) § Alell A Y clucsll gy

Lolatd ¥l Jelgall JLae¥l caay ¥ 03 Lyls] s o Sl sl Cipis o o -3
S aatlldl
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B8 s ST Gl alblasby dighiad cws b WL shadl § alesdull olae j=e of -4
Aaadl sl slasyl e Zmill golars¥l GalanY]

- 1V

e Bl Lulw § Uioledl wlpaadl 4S5 gl Y Gelid dalyudl sia M5 (e Layl aal
Geazd (3 Laga I JSCAT LY (Lo Ll Aaslall 2polaid¥l clulead! e aad @1y caolegdall ol
Blaal gedms Blal s)laels Bpall yaud calegdndl olie Oilgs Lewly de Jould alazd¥ «ls;lgall
padl jias Sldee 08 edlall 3l ae Joall dolsdl Byletll e 8,8l Hi5 58 Bpall duliw
A Slealls @5 1ol 4agd) igis Sleaxlls

ol § dadall Gapall daasl @llae JuSaT @ 1350 1h9s Joadl guadl allaild oS a8y lia

5o dogilly caaddly Moadl Luy clay 1971 ale O9uSis ($Sop¥! iyl 5L3 day Loguasy (dalzzll
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Sl Byl pas by @ Aadl SlBLI Auhs ol Ay coumy JS- OgeslatdY)
.L;).é-iz/\ Lol

de Gpall Balew 4555 gl 3 ois Jo¥ ulid z3ges ausg Holns § Lieabus Jiems
sl z3la Jleaiwly 2019 1) 2000 (e saell Ball M5 U3y « sl 3 clegdull ¢line duay
.(Vector Error Correction Model, VECM) szl al

b8 9o Aeall agass dulw Oty cnlegdull Oliey Bpall 2l o Baulay WMle lia

oo oadl Adall alidl Jazy cldg colegdadl olal O3leall Bole] (o,a) Lpuad) cllaludl sdss
lysliall Zegd plint Jlls dede Callall 83y 0l @3t Loo +iuailis Sia LoLuSly 2eie Lolalas
alegdall line 3 Js 6 o LS Lyme Logyda Osare bl sia zLxs o ¥ claylsdl daud Jiasg

Aleall e Hea5 Il g25s ol s e

Lol jlaad oldas gl Laasye bl § clegdall gline § olaasll (aslall of szall ¢
(ool QB! (e Aplm] @i sl dad paasd (S5 @ S Hladdl dad e pagasdl el
555 o tae ¥ hadl el glasy) Jl oloball s glasl sem i colesdull oline e @3 (o9
et g Ada g of Bl alae (o 09Sm LY (IS @laylall e dleall dagd agass duliw
Aml yetun SU 3 Sl @ Sl blasl o) fAdall 3oy cluwsll Lo pusd Lae
o ssds Ll Aleall (i iases Luliw 7l puad ilegdull (lie § peiadl jall dais § AIMazud
WY sucls Caas

oIS pall duliws Aelms cangs LY Lole ozl mludly smill dwhudl M oy
el lia @ ol A8 e Uex (b Losd puds e Slegdall olie 3 Jdl oylasd
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Oliall (e G pall jea_pis S (2017 05> 18) .deas e 5 eddle e ala Bl Gaun A (el elapill
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524), 429-465. 2=1107(

il ey ¢ g b AIEEY) CblaBY) 5 A8 3] B Gpeall bl Glilis (2016) L lelew s
30 Luilasi 5 Lo lain Y/ p slell Lalls drals Slalsa =5 ) all SLaB saliiall (u s jall-iallal) 4l
212-173 (18

t@@ M- VI

VECM Uasd| memsas dnitl zdgaid ppodddl gl :(1) o, 3=l
. vec BP NER RES, trend(constant)

Vector error-correction model

Sample: 2002 - 2019 Number of obs = 18
AIC = 18.2849

Log likelihood = -147.5641 HQIC = 18.40085

Det(Sigma_ml) = 2650.173 SBIC = 19.12581

Equation Parms RMSE R-sq chi2 P>chi2

D_BP 5 8.42408 ©.5997 19.47655 ©.0016

D_NER 5 3.95975 ©.7000 30.33366 ©.0000

D_RES 5 10.2197 ©.8045 53.49019 ©.0000
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Coef. Std. Err. z P>|z]| [95% Conf. Intervall]
D_BP
_cel
L1. -3.239255 .7551113 -4.29 0.000 -4.719246 -1.759264
BP
LD. .5316526 .2756386 1.93 0.054 -.0085891 1.071894
NER
LD. 1.476518 .7617738 1.94 90.053 -.0165309 2.969568
RES
LD. 2.750467 .6795494 4.05 0.000 1.418574 4.082359
_cons 1.832186 2.831514 9.65 0.518 -3.71748 7.381851
D_NER
_cel
L1. 1.41351 .3549413 3.98 0.000 .7178373 2.109182
BP
LD. -.3927244 .1295644 -3.03 0.002 -.6466659 -.1387829
NER
LD. -.9911607 .3580731 -2.77 0.006 -1.692971 -.2893504
RES
LD. -1.405065 .3194233 -4.40 0.000 -2.031124 -.779007
_cons 2.345244 1.330958 1.76 0.078 -.2633856 4.953874
D_RES
_cel
L1. -2.072623 .9160657 -2.26 0.024 -3.868079 -.2771675
BP
LD. .6284843 .3343919 1.88 0.060 -.0269117 1.28388
NER
LD. 1.869787 .9241484 2.02 0.043 .0584897 3.681085
RES
LD. 2.820768 .8243976 3.42 0.001 1.204978 4.436557
_cons -1.264047 3.435061 -0.37 0.713 -7.996641 5.468548
Cointegrating equations
Equation Parms chi2 P>chi2
_cel 2 11.64503 0.0030
Identification: beta is exactly identified
Johansen normalization restriction imposed
beta Coef. Std. Err. z P>|z] [95% Conf. Interval]
_cel
BP 1 . . . . .
NER .1631453 .0492214 3.31 0.001 .0666731 .2596174
RES -.0034561 .0055521 -0.62 0.534 -.0143381 .0074259
_cons -12.5793 . . . . .
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. irf table irf, irf(varbasic) impulse(NER RES) response(BP)
Results from varbasic
(1) (1) (1) (2) (2) (2)
step irf Lower Upper irf Lower Upper
o o o o o (2] o
1 -.19643 -.827983 .435123 -.072121 -.142242 -.002
2 -.311607 -1.21873 .595519 -.122422 -.235213 -.00963
3 -.367644 -1.35608 .620796 -.154919 -.288658 -.021179
4 -.380905 -1.34772 .585908 -.172824 -.31076 -.034888
5 -.363782 -1.25586 .528295 -.178833 -.312256 -.04541
6 -.325858 -1.11661 .464893 -.175297 -.306419 -.044175
7 -.274655 -.952045 .402735 -.164317 -.304378 -.024257
8 -.216124 -.777994 .345746 -.14779 -.308382 .012803
95% lower and upper bounds reported
(1) irfname = varbasic, impulse = NER, and response = BP
(2) irfname = varbasic, impulse = RES, and response = BP

(BP) &legdull oy 4ol (FEVDS) crliddl Juloes milis :(3) o3 3=l

. irf table fevd, irf(varbasic) impulse(BP NER RES) response(BP) noci

Results from varbasic

(&) 2> 3
step fevd fevd fevd
(=] (=] =] o
1 1 o (<]
2 .997958 .001736 .000307
3 .993659 .005289 .001051
4 .987802 .009982 .002217
5 .98141 .014909 .003681
6 .975619 .919152 .005229
7 .971312 .022066 .006622
8 .968834 .©023481 .007685
(1) irfname = varbasic, impulse = BP, and response = BP
(2) irfname = varbasic, impulse = NER, and response = BP
(3) irfname = varbasic, impulse = RES, and response = BP

630

2022 lg> — 01 saall / 07 alzll

ISSN: 2507-7244 ® el il | Auaiilly sLatia¥ly Jogei)! Alzma



