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Abstract: This study aims at highlighting the impact of exchange rate changes on balance of
payments balances in Algeria through annual data covering the period 1990-2015 using the
standard approach , vector regression models, variance analysis and response functions. The
study was based on two variables The official exchange rate and oil prices in the interpretation
of both balance of trade balance and total balance of payments balance, while based on the
exchange rate variables and external debt service in the interpretation of movements of capital
account balance, and we concluded that there is little impact of exchange rate changes on
balance Header account The results of the variance analysis showed that the contribution of the
exchange rate is moderate in explaining the error of forecasting the balance of trade and the
total balance, in contrast to the oil price variable, which has a great predictive ability to explain
this and a greater contribution to balance of payments stability, This is because the Algerian
economy is a oil economy.

Keyes words: Exchange rate, Balance of Payments, Economy of Algeria, Oil prices, VAR,
Variance analysis.
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Endogenous variables: BC TCH OIL

Exogenous variables: C

Date: 08/19/17 Time: 18:27

Sample: 1990 2015

Included observations: 21

Lag LogL LR FPE AIC SC HQ
0 -243.6320 NA 10322325 24.66320 24.81256 24.69236
1 -176.7336 107.0375 32084.35 18.87336 19.47080 18.98999
2 -171.3931 6.942667 49928.12 19.23931 20.28483 19.44340
3 -160.0303 11.36281 48302.24 19.00303 20.49663 19.29459
4 -153.6914 4.437224 99438.97 19.26914 21.21082 19.64817
5 -91.63045 24.82437* 1395.611* 13.96304* 16.35280* 14.42955*

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion
SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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VAR Granger Causality/Block Exogeneity Wald Tests
Date: 08/19/17 Time: 22:54

Sample: 1990 2015
Included observations: 21

Dependent variable: BC

Excluded Chi-sq Df Prob.
TCH 5.753246 5 0.3310
OIL 12.15081 5 0.0328
All 17.74896 10 0.0593
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VARO) 358 pdin ook g QUL dly o> 3T ) g 53 gal) bl 3] Lidg
BC = 2.12329000754*BC(-1) - 1.00480464195*BC(-2) + 0.0200422946976*BC(-3) - 2.07629678832*BC(-4) +
0.80069845679*BC(-5) - 0.34623706848*TCH(-1) - 1.1239012714*TCH(-2) + 1.19608882902*TCH(-3) -
1.77718291835*TCH(-4) + 2.06581182443*TCH(-5) - 1.58978648308*OIL(-1) + 0.678659015041*0IL(-2) +
0.10488671958*01L(-3) + 1.59875880448*0IL(-4) - 0.427238021253*0IL(-5) + 25.6946957633

R-squared 0.959072
Adj. R-squared 0.805590
F-statistic 6.248772
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Period S.E. BC TCH OIL
1 9.214067 100.0000 0.000000 0.000000
2 9.417075 98.75962 0.946532 0.293847
3 9.829868 92.58528 2.434337 4.980385
4 12.15122 88.88566 5.986385 5.127954
5 16.63535 73.92100 4.540220 21.53878
6 17.27996 71.06788 7.127053 21.80507
7 19.65825 69.17339 11.48313 19.34349
8 27.40970 70.77941 5.917244 23.30335
9 39.05842 69.31299 3.110968 27.57605
10 40.77977 65.51976 4.738258 29.74198
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Response to Cholesky One S. DD,

INNnovations = 2 S_ E.

Response of BC to TCH
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VAR Lag Order Selection Criteria
Endogenous variables: BCA TCH RDE
Exogenous variables: C
Date: 08/17/17 Time: 22:54
Sample: 1990 2015
Included observations: 24
Lag LogL LR FPE AlIC SC HQ
0 -202.2049 NA 5361.065 17.10040 17.24766 17.13947
1 -161.6750 67.54982* 390.9967* 14.47291* 15.06194* 14.62918*
2 -153.3244 11.82998 430.8339 14.52703 15.55783 14.80050

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion
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SC: Schwarz information criterion
HQ: Hannan-Quinn information criterion
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Pairwise Granger Causality Tests
Date: 08/17/17 Time: 23:30
Sample: 1990 2015

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
TCH does not Granger Cause BCA 24 0.15900 0.8541
BCA does not Granger Cause TCH 1.03648 0.3739
SD does not Granger Cause BCA 23 0.87539  0.4337
BCA does not Granger Cause SD 0.65807  0.5299
SD does not Granger Cause TCH 23 0.00772  0.9923
TCH does not Granger Cause SD 3.71981  0.0444
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(Vector Auto Regression)VAR z3se piéi 3—4

VAR 358 piin psii Gamn QUL Sy 2mys 3T ) g 83081 gafl) bl 35d) Lisg
BCA =0.393128355454*BCA(-1) - 0.0160101895919*TCH(-1) - 1.24957880902*SD(-1) + 1.64816653469
R-squared 0.314431

Adj. R-squared 0.211595
F-statistic 3.057612
Dw 1.777783
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Inverse Roots of AR Characteristic Polynomial
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Period S.E. BCA TCH SD
1 2.638954 100.0000 0.000000 0.000000
2 2.850849 99.39641 0.134315 0.469278
3 2.888932 98.35290 0.320333 1.326766
4 2.906364 97.22380 0.469710 2.306485
5 2.922501 96.19243 0.559996 3.247578
6 2.937867 95.30773 0.602653 4.089615
7 2.951634 94.56247 0.616094 4.821439
8 2.963544 93.93440 0.615586 5.450015
9 2973712 93.40123 0.611426 5.987343
10 2.982379 92.94452 0.609703 6.445772
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Response to Cholesky One S.D.
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Response of BCA to TCH

INnNnovations = 2 S. E.
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VAR Lag Order Selection Criteria
Endogenous variables: BP TCH OIL
Exogenous variables: C
Date: 08/19/17 Time: 19:37
Sample: 1990 2015
Included observations: 21

Lag  LogL LR FPE AIC sC HQ
0 -262.7224 NA 19647922 25.30690 25.45611 25.33928
1 -201.0899 99.78592 132558.5 20.29428 20.89115 20.42382
2 -199.9127 1.569633 298079.8 21.03931 22.08383 21.26599
3 -183.8666 16.81026 180908.3 20.36824 21.86042 20.69208
4 -173.9218 7.576988 240651.0 20.27826 22.21809 20.69926
5 -121.0994  25.15350* 8300.632*  16.10471*  18.49219*  16.62285*

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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P XN RPN S L IUW U SR P Y X S PREAT
VAR Granger Causality/Block Exogeneity Wald Tests
Date: 08/19/17 Time: 23:25

Sample: 1990 2015
Included observations: 21

Dependent variable: BP

Excluded Chi-sq Df Prob.
TCH 1.986346 5 0.8510
OIL 13.04106 5 0.0230

All 16.63132 10 0.0829

Dependent variable: TCH

Excluded Chi-sq Df Prob.
BP 64.81022 5 0.0000
OIL 78.06219 5 0.0000
All 114.0754 10 0.0000
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(Vector Auto Regression)VAR z3se pi& 3-5

VAR(S) 358 piny oo O LU 30y Gomys <3187 ) g 8308 anll sbLl 3540 by

BP = - 0.421141596873*BP(-1) - 0.84653851624*BP(-2) + 2.17188606596*BP(-3) + 0.707341188556*BP(-4)

- 0.27672533939*BP(-5) - 0.823720888901*TCH(-1) + 0.363825831368*TCH(-2) + 1.01489628279*TCH(-3) -

1.44944038922*TCH(-4) + 0.864545862647*TCH(-5) + 0.428025511328*0IL(-1) + 0.5385944205*0IL(-2) -
1.22964527199*0IL(-3) - 0.4757577782*01L(-4) - 0.00392385502731*0IL(-5) + 27.7899309642

R-squared 0.882153

Adj. R-squared 0.528612
F-statistic 5.596167
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INnverse MRoots of AR Characteristic Polymom ial
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Period S.E. BP TCH OIL
1 9.444907 100.0000 0.000000 0.000000
2 10.93157 88.56206 5.681268 5.756674
3 14.48678 57.11916 18.29028 24.59056
4 16.33104 62.93486 15.36776 21.69738
5 17.84326 68.70320 13.11624 18.18056
6 18.61394 66.32283 14.11757 19.55959
7 20.58166 56.94597 18.45172 24.60232
8 25.33371 41.80568 22.94170 35.25262
9 31.82000 26.94935 27.86436 45.18629
10 36.65214 32.26167 25.39282 42.34551
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