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The Impact of the Official Exchange Rate Fluctuations and Economic Openness on

Inflation and the Trade Balance in Algeria Compared to some Arab countries during the
Period (1990-2020) using PANEL ARDL and PANEL NARDL Models.
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Abstract:

This study aims at knowing with application of standard modeling showing the impact of fluctuations in
the official exchange rate and economic openness on inflation and the trade balance in Algeria in
comparison with some Arab countries during the period (1990-2020), in order to explain the nature of the
economic relationship between the explanatory variables and the two dependent variables in Algeria, in
comparison with other Arab countries chosen in this study.

The assessment results concluded that there is a long-term relationship between the independent
variables; official exchange rate, and trade openness with the two dependent variables; the inflation rate
and the trade balance, also exchange rate fluctuations have a long-term inverse effect on the inflation rate,
while economic openness had a long-term positive effect on the inflation rate, and that positive exchange
rate changes have an inverse relationship with the trade balance in contrast to negative exchange rate
changes that had a direct long-term relationship with the trade balance in the group of Arab countries
included in study, and the effect was more severe in Egypt and Jordan in comparison with Bahrain, Algeria
and Saudi Arabia.

Key words: Exchange rate, inflation, trade balance, PANEL ARDL <PANEL NARDL.
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. xthst INF ER ouv M2GROW
Testing for slope heterogeneity

(Pesaran,

Yamagata.

2008.

HO: slope coefficients are homogenous
Delta p—-value
3.600 0.000

adj . 3.943 0.000

Variables partialled out:

constant

Journal of Econometrics)

xthst ¢
Testing £
(Pesaran,

ab ER
slope
Yamagata.

or

ouv M2GROW
heterogeneity
2008.

Journal of Econometrics)

HO: slope coefficients are homogenous
Delta p-value
2.918 0.004
adj . 3.197 0.001

Variables

partialled

out:

constant

Ceooe £ £ i et
CE>) grt (Aiacg (V B — 7 B )
mey ™4
ER 1316264 — Z9o97e=24a 1316265
(SRS —4a . 08549 1 - 048948 —5 . 1349437
M2 SROW - 2z2a=2207 ~Oo7T8sSe4 77 - lases e
B = con Ha : okt <t ma
B = i sStent under Ho : okt <t pma
H Ho = <1 i i ceooe £ F i
chiz (1) = (-2 ' [
Prob=chi= o .
Cocfficients
() (B) (b—B) sgrt (diag (V_b—VvV__B))
DEE Pmg Difference sS.BE.
ER —.z2278917 —.2997624 .o718706 .o0z26e8677
ouss 1.265854 1.04a8948 .2le92061 2.367712
M2 GROW .23621 .o785647 1576454 1414019

Test :

=} consistent under Ho and Ha

inconsistent under Ha, efficient under Ho

difference in coefficients not systematic

chiz (3) (b—B) " [ (V_b—Vv_B) ~(—1) 1 (b—5B)
7 .32

O.0623

Prob>=chiz =

obhbtained from =xtpmg
obhbtained from =xtpmg

Pooled Mean Group Regression
(Estimate results saved as pmg)
Panel VvVariable (i) : ind Number of obs — 144
Time Variable Ct) = YTEAR Numbeaer of groups 1S3
Olbs per group: min 28
avg = 28 .8
ma < =)
TLog Likelihood - —3362.077
D.cakb Coe £ . std. Err . = P> = | [295% Conf. Intervall
L ec
ERpOosS —2.0z2e+08 6.03=+07 —3.35 o.o001 —3.20e+08 —8.39=+07
negBER 6.16=e+07 1.24=e+08 O .50 o.619 —1.8le+08 3.04e+08
ou~s 2.71le+08 8.60=+08 o.32 o.75=2 —1.41le+09 1.96=+09
M2 GROW 1.63e+08 8.23<e+07 1.98 o.oa7 2037201 3.25e+08
SR
e —.1992303 .1oz23862 1.95 o.o5=2 —.3999034 .0o014a4az29
ERposS
D1 . Z2.07e+09 1.58=e+09 1.3 o.190 —1.03e+09 5.18e+09
negeER
D1 . 1.72e+09 1.51e+09 1.14a o.z254 —1.24e+09 4. 69=+09
ou~
D1 . 1.84e+10 1.04e+10 .77 o.077 —1.99e+09 3.87e+10
M2 GROW
D1 . 1.74e+08 1.59e+08 1.09 275 —1.38e+08 4._.85e+08
_cons 3.16e+09 2 .32e+09 1.36 174 —1.39e+09 7 .70e+09
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