Yo¥e ol - Guedall aaal LB 5 syl 4 Alae

3 Al (& pamd | B ) (B 368 (40 5 9 B il !y () ABatt "
B OMRLLY

@V dalu 15 .

il

@l Hliall sl Copall e (g A8l dd e ) Auiall o2 a2
VT = 188 Al 5 sl o sebally S5 s LS Yl Jilie
Dsa da dald Cigall s Al Jlae G dels gkt Jiball Cdye G
Cipeal) ki (e Jontl) Lemlin illy V480 i Vo3 (milly sl )
Aabd) il ae Bl Cipa e Gkl lete Ly ¢ Jlad) asaal) ) il
@alis Jlls cgalai¥) Jalinll (s5ime pe 25l (e Cay€s DA (e Dyl
DA (e gl had) ) gag e LalaiiVly sl cilefy) Gigas
) by clesiad) (e ¢l

pasall I8 S Hlial Byl e Al Judladl (S lial o5 gl
Phillips—Perron  5,u oeulds (ADF) Augmented Dickey — Fuller
Cipall s go JS0 Al Judlal) Ay ae i) cuiy Cus o(PP)
S s (J) @l e Wil LEVEL (sl 4 ol Gampes ool
dxpb Ayeay Y1 oladl g dal 0 (GRANGER) sl g aladiiud
Al ey Copall jrw o (Al ) due ola) dnla) ddlal) e
S 2l e et o) gl iy s palll gl e aull asedally
el Capall jes e

o) ABal) gl Gae el dipall pw dalidal) cldsl)
sl ghaall (s @lgh ¢ laad) LR (Agiadl) Gedhall )i

oA Y Bl Aaaly Aabai®y) aglal) B §plalae 33T ()




Yo¥e ol - Guedall aaal S 5 And) 40 Al

Abstract

This study aims to know the relationship between the official
exchange rate of the Algerian dinar against the US dollar and the
money supply in the broad sense of the period 1990-2016. Algeria
has known important developments in the field of exchange rate
policy, especially after the issuance of the Monetary and Credit
Law 90/10 in 1990, Which is accompanied by the shift from the
fixed exchange system to the managed medium, in order to apply
an exchange rate that is compatible with the objectives of
monetary policy by adapting the money supply to the level of
economic activity, thus avoiding the occurrence of monetary and
economic crises leading to economic stability through balance of
payments and price stability.

The time series was tested by the Augmented Dickey-Fuller
(ADF) and Phillips-Perron (PP) test, where the results showed that
the time series of both the official exchange rate and the money
supply at the level were stable and stability at the first difference.
The GRANGER causality was used to illustrate the direction of
the impact and to know the nature of this relationship (one-way,
reverse or reciprocal) between the exchange rate and money
supply in the broad sense in the short term. The results showed
that the growth of money supply affects the official exchange rate.

Keywords: official exchange rate, money supply, causal
relationship, time series stability, Price stability, balance of
payments.
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1) Evolution économique et monétaire en Algérie, Rapport 2004,
banque d’ Algérie, juillet 2005, p 56.
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Année CHA M2 ™2 BP INF

1990 12,2000 343,00 11,3094 0,0840 15,4317
1991 17,7600 415,27 21,0700 0,5000 23,0318
1992 21,8300 515,90 24,2324 0,2300 27,5294
1993 23,3400 627,42 21,1600 -0,0300 18,6535
1994 35,0500 723,51 15,3100 -4,3700 25,4867
1995 47,6600 799,56 10,5113 -6,3300 26,0752
1996 54,7400 915,05 14,4442 -2,0900 17,1076
1997 57,7000 1081,50 18,1903 1,1700 5,5528
1998 58,7300 1592,46 47,2455 -1,7900 4,8597
1999 66,5700 1789,35 12,3639 -2,3800 3,0000
2000 75,2600 2022,50 13,0299 7.5700 0,3400
2001 77,2647 2473,50 22,2991 6,1900 4,2300
2002 79,6850 2901,53 17,3046 3,6500 1,4200
2003 77,3683 3354,90 15,6252 7,4700 4,2600
2004 72,0653 3644,30 8,6262 9,2500 3,9700
2005 73,3669 4157,60 14,0850 16,9400 1,3800
2006 72,6459 4933,70 18,6670 17,7300 2,3100
2007 69,3644 5994,60 21,5031 29,5500 3,6800
2008 64,5810 6955,90 16,0361 36,9900 4,8600
2009 72,6467 7173,10 3,1225 3,8590 5,7400
2010 74,3199 8280,70 15,4410 15,3260 3,9100
2011 72,8537 9929,20 19,9077 20,1410 4,5200
2012 77,5519 11015,10 10,9352 12,0570 8,8900
2013 79,3808 11941,76 8,4100 0,1340 3,2500
2014 80,5600 13663,90 14,4211 -5,8800 2,9200
2015 1¢1100.4 VYV g0 5, Yavy -27.54 4.78

Yoy Y.4,870¢ YFANVTY G AYov -26.03 T,e
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Null Hypothesis: D(INF) has a unit roo

Exogenous: None

Lag Length: 0 (Automatic — based on SIC, maxlag=5]

t—Statistic Prob.*
Augmented Dickey—Fuller test statistic -4.974776 0.0000
Test critical values: 1% level -2.669359
5% level -1.956406
10% level -1.608495

*MacKinnon (1996) one-sided p-values.

Augmented Dickey—Fuller Test Equatior

Dependent Variable: D(INF,2'

Method: Least Squares

Date: 01/31/16 Time: 12:55
Sample (adjusted): 1992 2014

Included observations: 23 after adjustments

Variable Coefficient

Std. Error t—Statistic Prob.

D(INF(-1)) ~1.000835

0.201182 -4.974776 0.0001

R-squarec(.528100

Adjusted R-squarec(.528100

S.E. of regressior4.614825

Sum squared resic468.5253
Log likelihooc-67.29769

Durbin-Watson sta2.102911

Mean dependent var —(0.344787
S.D. dependent var6.717846
Akaike info criterion 5.938930

Schwarz criterion 5.988299

Hannan—Quinn criter. 5.951346
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Agaaal) AL Ana 3 Alulll 4y sl x5l (Y) o el
Null Hypothesis: D(M2) has a unit roo'
Exogenous: Constant, Linear Trenc

Lag Length: 1 (Automatic — based on SIC, maxlag=5]

t—Statistic Prob.*
Augmented Dickey—Fuller test statistic -5.119539 0.0024
Test critical values: 1% level -4.440739
5% level -3.632896
10% level -3.254671

*MacKinnon (1996) one-sided p-values.
Augmented Dickey—Fuller Test Equatior
Dependent Variable: D(M2,2)

Method: Least Squares
Date: 08/29/16 Time: 18:08
Sample (adjusted): 1993 2014

Included observations: 22 after adjustments

Variable Coefficient Std. Error t—Statistic Prob.
D(M2(-1)) -1.536966  0.300216 -5.119539 0.0001
D(M2(-1),2) 0.547681 0.222737 2.458864 0.0243
Cc -407.2381 147.8900 -2.753656 0.0131
@TREND("'1990") 93.79593 18.74712 5.003219 0.0001
R-squarec(0.618745 Mean dependent var 73.70500
Adjusted R—squarec(.555203 S.D. dependent var 383.8699
S.E. of regressior256.0148 Akaike info criterion 14.09131
Sum squared resic1179785. Schwarz criterion 14.28968
Log likelihooc-151.0044 Hannan-Quinn criter. 14.13804
F-statistic9.737504 Durbin—-Watson stat 1.508082

Prob(F-statistic)0.000486
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Null Hypothesis: D(CHA) has a unit roo
Exogenous: None

Lag Length: 0 (Automatic — based on SIC, maxlag=5]

t—Statistic Prob.*
Augmented Dickey—Fuller test statistic -2.582706 0.0123
Test critical values: 1% level -2.669359
5% level -1.956406
10% level -1.608495

*MacKinnon (1996) one-sided p-values.
Augmented Dickey—Fuller Test Equatior
Dependent Variable: D(CHA,Z}

Method: Least Squares
Date: 01/31/16 Time: 11:15
Sample (adjusted): 1992 2014

Included observations: 23 after adjustments

Variable Coefficient Std. Error t—Statistic Prob.
D(CHA(-1)) -0.443740 0.171812 -2.582706 0.0170
R-squarec(.231601 Mean dependent var -(0.190470
Adjusted R-squarec(.231601 S.D. dependent var 5.250060
S.E. of regressior4.602116 Akaike info criterion 5.933414
Sum squared resic465.9483 Schwarz criterion 5.982783
Log likelihooc-67.23426 Hannan-Quinn criter. 5.945830

Durbin—-Watson sta2.015606
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le shaall ¢yl diajl) Aluadud) 4y sl =i 2(0) ady aldl
Null Hypothesis: D(BP) has a unit roo
Exogenous: None

Lag Length: 0 (Automatic — based on SIC, maxlag=5]

t—Statistic Prob.*

Augmented Dickey—Fuller test statistic —5.556329 0.0000
Test critical values: 1% level -2.669359
5% level -1.956406
10% level -1.608495

*MacKinnon (1996) one-sided p-values.
Augmented Dickey—Fuller Test Equatior
Dependent Variable: D(BP,Z}

Method: Least Squares
Date: 02/01/16 Time: 11:35
Sample (adjusted): 1992 2014

Included observations: 23 after adjustments

Variable Coefficient Std. Error t—Statistic Prob.
D(BP(-1)) -1.177208 0.211868 -5.556329 0.0000
R-squarec(.583741 Mean dependent var -().279565
Adjusted R-squarec(.583741 S.D. dependent var 14.31586
S.E. of regressior9.236326 Akaike info criterion 7.326670
Sum squared resic1876.814 Schwarz criterion 7.376040
Log likelihooc-83.25671 Hannan-Quinn criter. 7.339086

Durbin—Watson sta2.080562
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