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Abstract:

The aim of this study was to highlight the impact of both inflation rates and
interest rates on foreign exchange rates in Algeria from 1990 to 2022. The study
utilized standard methods, ( specifically the multiple linear regression model),
and the software (EVIEWS10) .

The study found thatthe variable of interest rates did not have a statistically
significant effect, while the inflation rate showed statistical significance.
Additionally, the study demonstrated that the model was a good fit based on the
coefficient of determination (R?), and diagnostic tests indicated that the model
was statistically sound. Therefore, the study concluded that inflation rates
contribute to the increase in foreign exchange rates in Algeria, while interest
rates do not have an impact on foreign exchange rates.

Keywords: exchange rate, inflation rate, interest rate.
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Dependent Variable: LGHMG

Method: ARMA Maximum Likelihood (OPG - BHHH)
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Convergence achieved after 5 iterations

Coefficient covariance computed using outer product of gradients
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Mull Hypothesis: LCHG has a unit root
Exogenous: Constant, Linear Trend
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Lag Length: & (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2 570047 0.2854
Test critical values: 1% level -4 356068
5% lewvel -3.585026
10% lewvel -3.233456

*MacKinnon (19965) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(LCHG)

Method: Least Squares

Drate: 06/09/23 Time: 19:19

Sample (adjusted): 1997 2022
Included observations: 26 after adjustm

Mull Hypothesis: LIMT has a unit root
Exogenous: Constant, Linear Trend

ents
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Lag Length: 8 (Automatic - based on SI1C, maxlag=58)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2. 254531 0. 4407
Test critical values: 1% lewvel -4 394309
5% level -3.612199
10% level -3.243079

*MackKinnon (19296) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{LIMNT)

Method: Least Squares

Date: 05/230/23 Time: 10:06

Sample (adjusted): 1999 2022

Included observations: 24 after adjustments

Mull Hypothesis: LPIC has a unit root
Exogenous: Monea

o) Juned ADF &)l dnatl jlest doeg: 3.

Lag Length: O (Automatic - based on SI1C, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic 4 008431 0.9999
Test critical values: 1% level -2.639210
5% level -1.951687
10% level -1.610579

*MackKinnon (1995) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{LPIC)

Method: Least Squares

Date: 05/30/23 Time: 10:11

Sample (adjusted): 1991 2022

Included observations: 32 after adjustments
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Hull Hypothesis: D(LCHG) has a unit root
Exogenous: RMone
Lag Length: O {Automatic - based on SI1C, maxlag=8)

t-Statistic Prob.®

Auvugmented Dickey-Fuller test statistic -2.916563 00003
Test critical values: 1% lewvel -2.5641672
5%6 level -1.952066
10%% lewvel -1.610400

*MackKinnon (19296) one-sided p-values.

Auvugmented Dickey-Fuller Test Equation
Dependent Wariable: D{LCHGG, 2)

Method: Least Squares

Date: 05/20/22 Time: 10:29

Sample (adjusted): 1992 2022

Included observations: 31 after adjustmeants
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Mull Hypothesis: D(LIMNT) has a unit root
Exogenous: Mone
Lag Length: 5 {(Automatic - based on SIC, maxlag=8)

t-Statistic ProbD.*

Augmented Dickey-Fuller test statistic -4 533900 00001
Test critical values: 124 level -2 5655915
5% lewvel -1.954414
10% lewvel -1.609329

*MackKlinnaon (19958) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: O{LIMNT 2}

Method: Least Sguares

Date: 05/30/23 Time: 10:31

Sample (adjusted): 1997 2022

Included observations: 26 after adjustments
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Mull Hypothesis: DMLPICZ) has a unit root
Exogenous: Mone
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob *

Augmented Dickey-Fuller test statistic -3.780618 0.0005
Test critical values: 1% level -2 641672
5% level -1.952066
10% level -1.610400

*Mackinnon (1996} one-sided p~values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{LPIC 2)

Method: Least Squares

Date: 0520023 Time: 10:33

Sample (adjusted). 1992 2022

Included observations: 31 after adjustments
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Date: 06/08/22 Time: 11:58

Sample (adjusted): 19932 2022

Included cbservations: 20 after adjustments
Trend assumption: Linear deterministic trend
Series: CHGS IMNT PIC

Lags interval (in first differences) 1 to 2

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo, of CE(s) Eigernvalue Statistic Critical Walue Prob. ==
Mone 0.454828 24 04955 2979707 0.1983
At most 1 0177082 5.849953 15.49471 0.7132
At most 2 9.91E-05 0.002973 2.841466 0.9550

Trace test indicates no cointegration atthe 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MackKinnon-Haug-Michelis {(1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Mo, of CE(s) Eigenwvalue Statistic Critical Value Prob.*™
Mone 0.454828 18.19960 21.13162 01226
At most 1 0177082 5.846979 14 26460 0.6329
At most 2 9.91E-05 0.002973 2.841466 0.9550

Max-eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level

MackKinnon-Haug-Michelis {(1999) pvalues
danod) sl glouit) 3505 1 (4) gk

Dependent Variable: LGHMNG

Method: ARMA Maximum Likelihood (OPG - BHHH)

Date: 06M&523 Time: 12:38

Sample: 1990 2022

Included observations: 33

Convergence achieved after 5 iterations

Coefficient covariance computed using outer product of gradients

Wariable Coefficient Std. Error t-Statistic Prob.
C -2 278020 0605691 -3. 756073 00008
LIMT 0162918 0167228 0974207 0.3383
LPIC 0977210 0.082037 11.911849 0.0000
AR 0. 762954 017708 6481760 0.0000
SIGMASC 0005238 0.001521 3445085 0.0018
R-squared 0.983587 Mean dependentwvar 4190260
Adjusted R-squared 0981242 3.D. dependentwvar 0573701
S.E. ofregression 0.078573 Akaike info criterion -2.084400
Sum squared resid 0172866 Schwarz criterion -1.857657
Log likelinood 3939261 Hannan-Cuinn criter. -2.008108
F-statistic 419.4921 Durbin-Watson stat 1.790815
Prob(F-statistic) 0000000
Inverted AR Roots ]
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.correlogram L=1: (5) b

Date: 08/30/23 Time: 12:55

Sample: 1990 2022

Included observations: 33

Ci-statistic probabilities adjusted for 1 ARMA term

Autocorrelation Partial Correlation A PAC Q-Stat Prob™®
1 3 1 M 1 0156 01568 0.8750
1 1 1 1 2 0005 -0.020 0.8759 0.349
1 1 1 ! 3 0.251 0.259 32945 0.193
1 I [ 1 4 0046 -0.039 33785 0.337
1O 1 [ 1 5 -0.077 -0.071 36237 0.459
1 1 1 1 5 0033 -0.00¥ 36707 0.598
1O 1 O 1 7 -0.079 -0102 39507 0.683
1 O 1 O 1 8 -0.202 -0.148 58432 0558
 — 1 | — 1 9 -0.337 -0.335 11.299 0.185
1 O 1 O 1 10 -0.205 -0.123 132419 0.145
1O 1 1 1 11 -0.082 0002 13780 0.183
Ly — 1 LI 1 12 -0.267 -0.1632 17.704 0.0289
O 1 LI 1 132 -0.150 -0.060 19007 0088
1 1 [ 1 14 -0.024 -0.062 19041 0122
1 a1 1 11 15 0.088 0216 19544 0.145
1 | 1 1 1 16 -0.037¥ -0.094 19635 0.186
—V A= jlast) Blad] el ayygdl s (6) s
10
Series: Hesiduals
Sample 1990 2022
a4
Observations 33
G~ Mean 0.002021
Median -0.012875
5 Maximum 0.233918
Minimum 40.188384
5 Std. Dev. 0.024414
Seswness 0.120097
Kurtosis 2.7809843
a

020 015  -010  -005 Q00 a0s 010 0.15 020 025 .
Jarque-Bera 0.152291

Probability  0.928881

Heteroskedasticity —  pldl O et 1 (7) Gole
Heteroskedasticity Test: ARCH

F-statistic 0.030028 Prob. F(1,30) 0.8636
Obs*R-squared 0.031998 Prob. Chi-Square(1) 0.8580
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