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Abstract:

this study aims to estimate the behaviour equilibrium exchange rate (BEER) and
equilibrium exchange rate (FEER) in Algeria during the period from 1980 to 2022
and to assess the degree of misalignment. We used the autoregressive distributed
lag model (ARDL) methodology to study the long run relationship between REER
and a set of determinants. The results show that there is a long—run negative
relationship between government spending, trade openness and net capital flows
with the real exchange rate of the Algerian dinar, Which had a positive relationship
with terms of trade and productivity differences. We also concluded that REER was
always deviating from its equilibrium level, between overvaluation and

undervaluation.

Key words : equilibrium exchange ratec BEER. FEER. (ARDL) methodology:

overvaluation.undervaluation.
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Lagrange Multiplier Test of . 3igl o Aeabeadl) Jalid U il SY qug paa jLid)-1

: Residual { Brush—-Godfrey} (BG)

Brush—Godfrey jlia) Jlaxin) s jodall mdgas & Blgll G Aulidll i) A5G jasd JaY
(323 dnda ¢ W) Al G Aedidi Baliy) dgag ae o daganall diniap ati g3
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: Heteroscedasticity (ARCH)
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CaPP 5 ADF e JS L) o s el sae clldy Judlad) 4)hfiuly Bl Lad dngiall oyl Lo
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UNIT ROOT TEST TABLE (ADF)

At Level RER GROWTH OPEN FDI M2 OIL
With Constant t-Statistic -5.2884 -4.3581 -1.7497 -2.5215 -1.1363 -1.0749
Prob. 0.0001 0.0012 0.3996 0.1177 0.6925 0.7169
il Kk no no n0 n0
With Constant & t-Statistic -1.7596 -4.3249 -2.1238 -2.8395 -1.4098 -2.5067
Trend
Prob. 0.7054 0.0071 0.5180 0.1920 0.8436 0.3235
no ok g[0] n0 n0 n0
Without t-Statistic -3.9085 -0.7817 -0.4653 -1.0945 0.3113 0.0381
Constant &
Trend
Prob. 0.0003 0.3712 0.5078 0.2437 0.7711 0.6894
i n0 n0 n0 n0 n0
At First
Difference
d(RER) d(GROWTH) | d(OPEN) d(FDI) d(M2) d(OlL)
With Constant t-Statistic -3.8113 -6.5343 -5.0348 -8.3452 -5.1682 -6.0432
Prob. 0.0062 0.0000 0.0002 0.0000 0.0001 0.0000
*kk *%k% *%k% *kk *%k% *%k%
With Constant & t-Statistic -5.3989 -6.3518 -5.0770 -6.7447 -5.0992 -6.0623
Trend
Prob. 0.0005 0.0000 0.0010 0.0000 0.0009 0.0001
*kk *kk *kk *kk *k%k *kk
Without t-Statistic -3.2834 -6.6067 -5.0986 -8.4520 -5.2002 -6.0476
Constant &
Trend
Prob. 0.0017 0.0000 0.0000 0.0000 0.0000 0.0000
*kk *kk *kk *kk *kk *kk

Notes: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1%. and (no) Not Significant
*MacKinnon (1996) one-sided p-values.

Eviews12 &l ykae 1yl
1(0) ssisall 8 58iue RER  Capall jes cilpiie of W iy ADF - liad (01) &) Jsaadl e
1(0) (ssianal) die jfise Lad o8 GROWTH (solaidV) saill yuiiay o(slady) 5 culd (ysh culiy)
Gsiall die bfiue ¢ OPEN.FDLM2.OIL : & ally clysiall 3G Ll (slady) 5 cildy , <l
Lhysiall JS il Jaadl JsY1 @ aa) an Ll d(0)
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UNIT ROOT TEST TABLE (PP)

At Level RER GROWTH OPEN FDI M2 oIL
With t-Statistic -1.3021 -4.4606 -1.7497 -2.4183 -1.2820 -0.8891
Constant Prob 0.6199 0.0009 0.3996 0.1430 0.6291 0.7820
’ n0 *kk n0 no0 no0 n0
With t-Statistic -1.5590 -4.4309 -2.1238 -2.8600 -1.4098 -2.4844
Constant
& Trend Prob 0.7922 0.0054 0.5180 0.1853 0.8436 0.3338
’ n0 Fkk no0 no0 n0 n0
Without
Constant t-Statistic -1.5221 -0.6724 -0.4667 -0.9600 0.2411 0.3140
& Trend
Prob 0.1186 0.4198 0.5072 0.2957 0.7513 0.7718
’ no no no no no0 no0
At First
Difference d(RER) d(GROWTH) OPEN d(FDI) d(M2) d(OIL)
With t-Statistic -3.6879 -10.4955 -4.9167 -9.1824 -5.1172 -6.0034
|
Constant 0.0080 0.0000 0.0002 0.0000 0.0001 0.0000
Pro b " *kk *kk *kk *kk *k%k )%k
With t-Statistic -3.6915 -10.3369 -4.9025 -9.8290 -5.0316 -6.0332
Constant
& Trend Prob 0.0343 0.0000 0.0015 0.0000 0.0011 0.0001
" *% *kk *kk *kk *kk *kk
Without
Constant t-Statistic -3.5873 -10.6692 -4.9884 -9.3232 -5.1535 -6.0039
& Trend
0.0007 0.0000 0.0000 0.0000 0.0000 0.0000
P r 0 b . *kk *k%k *k%k *kk *kk **k%k

Eviews12 ol yiee @ yiuall
1(0) Gsiwe die e RER Gipall jru clyie of LS PP jlaal odlel Jpaall o
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Bounds Test agaal) mgia jLa4)

Bounds Test sguxl sLas :(03) o, Jguzl!

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000
F-statistic 5.561350 10% 2.08 3
k 5 5% 2.39 3.38
2.5% 2.7 3.73
1% 3.06 4.15
Finite Sample:

Actual Sample Size 40 n=40
10% 2.306 3.353
5% 2,734 3.92
1% 3.657 5.256

Eviews12 Sl ke @yl

iidie JalS3 ADle 29a it oMl xungdl Bounds Test asaall jlad) Jsas mils DA (e
die Loall g Llal) dajal) 2l (e 5T 6l 5,56 ey Faglaay) dad of cus duhall i oy
- (%10-%5-%1) ysimall 55

D ohdal) Gijpall jead Jighl) Ja¥) Claaaa -

Jsanll g el jidial) Jalall sganll Hlas) med o laldic) gaall sagmy 4jlall Al a8t ax
ol 2 3gaill yshall Ja¥) cilales e

Joshadl Sl ciladan yuuds sl < (04)0dy Joazd!

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
GROWTH 16.40538 11.61065 1.412959 0.1730
OPEN 15.55524 5.086794 3.057965 0.0062
FDI -287.6451 71.70493 -4.011510 0.0007
M2 0.780988 1.944292 0.401683 0.6922
olL -3.226370 1.381283 -2.335778 0.0300
C -361.4191 245.9131 -1.469702 0.1572

EC = RER — (16.4054*GROWTH + 15.5552*OPEN -287.6451
*FDI + 0.7810*M2 -3.2264*OIL — 361.4191)

Eviews12 &l yikea :yusall
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Byl ADUe dgay o Vsl RS Caag gyl Hluall Edall Capall je s Ayea Jal o
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ARDL Error Correction Regression
Dependent Variable: D(RER)

Selected Model: ARDL(3, 0, 3, 2, 3, 3)
Case 2: Restricted Constant and No Trend
Date: 06/08/24 Time: 00:12

Sample: 1980 2022

Included observations: 40

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(RER(-1)) 0.280440 0.122347 2.292161 0.0329
D(RER(-2)) -0.391246 0.117691 -3.324336 0.0034

D(OPEN) -1.388352 0.558799 -2.484527 0.0219

D(OPEN(-1)) -1.245562 0.802063 -1.552947 0.1361

D(OPEN(-2)) -1.909457 0.648307 -2.945298 0.0080

D(FDI) -18.23777 5.778153 -3.156332 0.0050

D(FDI(-1)) 18.81598 6.740456 2.791500 0.0113

D(M2) 1.872544 0.444317 4.214431 0.0004

D(M2(-1)) 0.520220 0.454580 1.144399 0.2660

D(M2(-2)) 1.180484 0.492828 2.395328 0.0265

D(OIL) 0.701991 0.172379 4.072381 0.0006

D(OIL(-1)) 0.351156 0.241485 1.454151 0.1614

D(OIL(-2)) 0.580146 0.240084 2.416428 0.0254

CointEq(-1)* -0.162430 0.022833 -7.113950 0.0000

R-squared 0.822414 Mean dependent var -6.837672

Adjusted R-squared 0.733621 S.D. dependent var 23.76277

S.E. of regression 12.26441 Akaike info criterion 8.120498

Sum squared resid 3910.810 Schwarz criterion 8.711605

Log likelihood -148.4100 Hannan-Quinn criter. 8.334223
Durbin-Watson stat 2.435281

Eviews12 il y5ear juuall
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Series: Residuals
b Sample 1583 2022
Observations 40

WA

Mean B.S97e-14

Median 1841145

fMaximum 2058443

Minimwmm -23.67745

Std. Dev. 1001385

Skewness -0.256386

I I I I Kurtosis 2784844

4] . . . .. largue-Bera 0662786

=20 -10 a 10 20

Probability — 0.717523

E-

[

Pk

[y

Eviews12 &ilax yee : juuall

cosdl) am sl s %5 e 58T a5 71,79 gsbs Sl dad o 2l oSlel JSa (g
(nbl)

SN a1 las) (06) a3, Jsal!

Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 3 lags

F-statistic 0.867598 Prob. F(3,17) 0.4770
Obs*R-squared 5.311067 Prob. Chi-Square(3) 0.1504

EVIEWS12 Jlaniaols cedlall slie] cpe ¢ uall
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Heteroskedasticity Test: ARCH

F-statistic 0.767447 Prob. F(1,37) 0.3867
Obs*R-squared 0.792493 Prob. Chi-Square(1) 0.3733

Eviews12 Jleaiwh cndllall slue] oo 1 youall

5 Wt span oo Gailas e pati lls oDlel Jpaadl (e lgde Jiasiall ARCH s il s
i) zdgaill 3 Sgdal) Uadd) aad dyhiall A dl) Jod ey 13 5 LEAY) dygiee a2e
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Jlaall a3 chlaay) aal ge ohlaay! gla x5 (CUSUM Of Squares)
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pAglll) ABAll CBAY] i luay Liad dusail) aayg « Precott(HP)
RER* — RER

MIS = X 100
RER =

‘_;\:\gaj\ L_e)..aj\ J:.ut RER - @J\)ﬂ\ OA:\S;J\ L_e)..aj\ J:.uz: RER* - d\)ﬂ;\g\ )&34 MlS
S35 Hlaall (RN Copm e JOSY il Jied 1 040, JSAI
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YEAR RER RER* MIS
1983 383,54 388,55 -1,29
1984 417,82 410,34 1,82
1985 450,13 429,14 4,89
1986 415,62 424,27 -2,04
1987 367,68 364,50 0,87
1988 304,23 322,66 -5,71
1989 260,97 252,91 3,18
1990 221,11 219,45 0,76
1991 131,88 149,12 -11,57
1992 135,24 127,09 6,41
1993 162,23 154,64 4,91
1994 140,08 157,54 -11,08
1995 117,43 114,41 2,64
1996 119,65 117,64 1,72
1997 129,17 122,27 5,64
1998 135,55 141,24 -4,03
1999 125,31 119,77 4,63
2000 119,41 100,23 19,14
2001 123,20 131,86 -6,57
2002 114,23 110,22 3,64
2003 103,08 126,76 -18,68
2004 103,51 92,74 11,62
2005 101,74 112,21 -9,34
2006 101,31 102,25 -0,92
2007 99,92 110,32 -9,43
2008 102,24 107,94 -5,28
2009 100,28 88,73 13,02
2010 100,00 96,14 4,01
2011 99,12 89,93 10,22
2012 103,91 97,60 6,47
2013 101,80 112,37 -9,41
2014 102,92 109,24 -5,78
2015 96,57 102,12 -5,43
2016 95,59 97,95 -2,42
2017 97,80 101,13 -3,29
2018 93,52 93,87 -0,37
2019 95,45 86,45 10,41
2020 91,22 82,83 10,13
2021 86,80 81,02 7,14
2022 92,18 94,02 -1,96

Eviews12 clajsda @ jdadll
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2006, 2005| 2003| 2001, 1998 1994| 1991, 1988 1986| 1983 | YEAR

-092| -9,34|-1868| -657| -4,03|-11,08| -11,57| -571| -2,04| -1,29| MIS

2022 2018| 2017| 2016| 2015| 2014| 2013| 2008| 2007 | YEAR

-196| -037| -329| -242| -543| -578| -941| -528| -943| MIS

s 3N kal) )yid

1999 | 1997 | 1996| 1995| 1993 | 1992 | 1990| 1989 | 1987 | 1985| 1984 | YEAR

463| 564 172 264 491 641| 076 318 087, 489| 182 MIS

2021 | 2020| 2019, 2012| 2011| 2010 2009| 2004 | 2002| 2000| YEAR

7141 1013| 10,41| 6.47| 10.22| 4.01| 13.02| 11.62| 3.64| 19.14| MIS
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