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Determined of The Exchange Rate: An Empirical Study of the case of
Algeria during the period 1990-2022
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Abstract:

Enter This study examined the determinants of the exchange rate,
applying them to the case of Algeria. The determinants of the exchange rate
were GDP, inflation rate, trade openness and the exchange rate coefficient.
To measure the degree of relationship between the exchange rate and its
determinants, the autoregressive distributed lag (ARDL) method was
applied.



mailto:.rahmani@univ-boumerdes.dz

g Al gy

After estimating the standard relationship, the study concluded that there is
an equilibrium relationship between the model variables, with the possibility
of correcting short-term errors to return to equilibrium in the long run.

It also noted that there is a positive relationship between the exchange rate
and the inflation rate, while this relationship is negative for the remaining
independent variables.

Keywords: exchange rate, exchange rate determinants, Algeria, ARDL
methodology.
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(LTCH)

Selected Model: ARDL(4, 1, 1, 4, 4)

Case 2: Restricted Constant and No Trend
Date: 03/08/25 Time: 17:15

Sample: 1990 2022

Included observations: 29

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C 4.549044 0.571753 7.956313 0.0000
LTCH(-1)* -0.944490 0.160064 -5.900703 0.0002
LPIB(-1) -0.214201 0.154328 -1.387959 0.1953
LTINF(-1) 0.132317 0.037943 3.487243 0.0058
LOUV(-1) -0.992641 0.146861 -6.759042 0.0000
LTERM(-1) -0.418762 0.139378 -3.004497 0.0132
D(LTCH(-1)) -0.294659 0.170108 -1.732186 0.1139
D(LTCH(-2)) -0.517148 0.156888 -3.296291 0.0081
D(LTCH(-3)) -0.393174 0.122235 -3.216552 0.0092
D(LPIB) -0.866071 0.289517 -2.991437 0.0135
D(LTINF) 0.092785 0.022339 4.153407 0.0020
D(LOUV) -0.220463 0.243863 -0.904041 0.3872
D(LOUV(-1)) 1.838370 0.345078 5.327403 0.0003
D(LOUV(-2)) 1.649715 0.291541 5.658608 0.0002
D(LOUV(-3)) 1.136682 0.213326 5.328391 0.0003
D(LTERM) 0.234120 0.079288 2.952779 0.0145
D(LTERM(-1)) 0.765191 0.164304 4.657161 0.0009
D(LTERM(-2)) 0.634184 0.124868 5.078827 0.0005
D(LTERM(-3)) 0.450559 0.091627 4917327 0.0006

*p-value incompatible with t-Bounds distribution.

Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LPIB -0.226790 0.189640 -1.195902 0.2593
LTINF 0.140093 0.040255 3.480171 0.0059
LOuvV -1.050981 0.202930 -5.179033 0.0004
LTERM -0.443374 0.080708 -5.493530 0.0003
Cc 4.816400 0.904485 5.325022 0.0003

EC =LTCH - (-0.2268*LPIB + 0.1401*LTINF -1.0510*LOUV -0.4434

*LTERM + 4.8164)
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ARDL Error Correction Regression
Dependent Variable: D(LTCH)

Selected Model: ARDL(4, 1, 1, 4, 4)

Case 2: Restricted Constant and No Trend
Date: 04/22/25 Time: 19:17

Sample: 1990 2022

Included observations: 29

ECM Regression

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(LTCH(-1)) -0.294659 0.070095 -4.203721 0.0018
D(LTCH(-2)) -0.517148 0.081901 -6.314306 0.0001
D(LTCH(-3)) -0.393174 0.083288 -4.720664 0.0008
D(LPIB) -0.866071 0.121998 -7.099086 0.0000
D(LTINF) 0.092785 0.009282 9.995695 0.0000
D(LOUV) -0.220463 0.153589 -1.435407 0.1817
D(LOUV(-1)) 1.838370 0.188135 9.771573 0.0000
D(LOUV(-2)) 1.649715 0.193005 8.547504 0.0000
D(LOUV(-3)) 1.136682 0.156096 7.281922 0.0000
D(LTERM) 0.234120 0.043509 5.380957 0.0003
D(LTERM(-1)) 0.765191 0.080914 9.456890 0.0000
D(LTERM(-2)) 0.634184 0.077411 8.192391 0.0000
D(LTERM(-3)) 0.450559 0.063282 7.119888 0.0000
CointEq(-1)* -0.944490 0.076671 -12.31871 0.0000
R-squared 0.970686 Mean dependent var 0.061069
Adjusted R-squared 0.945280 S.D. dependent var 0.123248
S.E. of regression 0.028830  Akaike info criterion -3.948498
Sum squared resid 0.012468 Schwarz criterion -3.288424
Log likelihood 71.25323 Hannan-Quinn criter. -3.741771
Durbin-Watson stat 1.461082

* p-value incompatible with t-Bounds distribution.

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
F-statistic 16.86119 10% 22 3.09
k 4 5% 2.56 3.49
2.5% 2.88 3.87

1% 3.29 4.37
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Series: Residuals
Sample 1994 2022
Observations 29

Mean
Median
Maximum
Minimum
Std. Dev.
Skewness
Kurtosis

Jarque-Bera
Probability

-1.22e-16
0.001492
0.051389

-0.042271
0.021102
0.038898
3.070900

0.013387
0.993329



