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The Asymmetric Relationship Between the Shocks of Financial Liberalization and
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Abstract:

The study aims to analyze the asymmetry in the impact associated with the shocks of financial
liberalization policy on the exchange rate of the Algerian dinar against the US dollar during the
period (1990-2020), by employing a non-linear autoregressive distributed lag model (NARDL) with
multiple variables and a composite index of financial liberalization along with a Hatemi-J(2012)
tests for asymmetric causality. The empirical results showed that financial liberalization exerts a
low and asymmetric effect on the real exchange rate so that the exchange rate responds inversely to
negative shocks only in the long term, and the main variable contributing to the interpretation of its
changes is trade openness. Further analysis of the asymmetric causality indicates the absence of a
complete and mutual relationship between the various shocks of financial liberalization and
exchange rate, which reflects the imbalance of the Algerian economy from the structural side.

Key words: Financial Liberalization, Exchange Rate, Trade Openness, Non-Linear Autoregressive
Distributed Lag Model, Asymmetric Causality Test.
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-4.9922 -0.2257 -4.6942 -1.2456 TO
[0.0001] [0.9939] [0.0307] [0.3322]
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S Jged o Critical Values
(Year of Break) 1% 5% 10% ZA. Stat G EN ]
T
1994 -4.93 -4.42 -4.11 -1.4684 REX
1997 -4.93 -4.42 -4.11 -2.8759 FL
1998 493 442 411 —4.5149 EDI
1997 -4.93 -4.42 -4.11 -3.7724 TO
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Upper Bound [(1) Lower Bound 10y F-statistics 4.9 Tigedl
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4.85 3.79 5.872 (NARDL) 1 & ot
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Dep. Var : REX
Short-Run Effect
Var Coef. Std.Err t-stat  Prob.
REX
L1 0.2461 0.2107 1.17 (0.052)
FL
L1 -0.0716 0.0829 -0.86  (0.116y
L2 -0.0021 0.1787 -0.01  (0.945y
L3 -0.1235 0.1799 -0.69  (0.503y
FL~
L1 0.1596 0.3985 0.40 (0.695)
L2 -0.2239 0.4552 -0.49  (0.631,
L3 0.7068 0.4258 -1.66  (0.119)
FDI 1.6601 2.9222 0.57 0.579
TO -0.8557 0.3170 -2.70  (0.017,
Dum 9.3329 8.6703 1.08 (0.300y
Cons 179.6258 47.3541 3.79 (0.002)
AD]J -0.9278 0.2559 -3.62  (0.003,
Long-Run Effect
Var Coef. F-stat Prob.
FL* -0.020 0.095 (0.762)
FL -0.700 5.518 (0.034,
R -squared = 0.8168 Root MSE = 5.4702
Adj R-squared = 0.6467 Prob = 0.0031
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Prob. F-stat a.s Prob. F-stat 1.3
0.010 8.721 0.535 0.4041 FL

Stata 17.0 zoby ol e sleazeVl Gl slis] e - ybazal)

1 Ggn e Bygimn pd peadll =W 3 B st LY 2l (Fostaty asla>Y) 2ed) OF Joadl I 0 ez

G it el an e Bleze JTU QW ol 2JUly 2ol Sl OF o5 ) pdal Bz b Jod sm Lo g2yt

AWl 0L sn sl V1 UL T (gt e Bigiee LW alas] OF LS shll =31 & Wl a1

Sl ST Casliall Y1 jlest ga bl oda vods Loy cdaid Lol W) (3 Add Cpall en e Bleze p

25 B g QW el ALl 2ol Sledall ST e el )l ok OF Cr 2t ((04) 435 gl & ol

S add) Gpall e gyl L 35 QW el Ll Slpadl 83l OF et ¢ uslall ol (3 il G 2B

28 e O L el QW il i) il a5 e 3 ot g o e OF S Wiy sl ) ¢ Cadls
) J# )b sy (S dygins

o 6B euldl JSLall il e NARDL g3 g o ST U e s jtiad) m3g0il] dnasesadl Olylasy) .5
P gt (3 Leils _ppe S Jly Bnasidl) OhLas VI s Begast plisid

NARDL g3se 83557yl gl :(08) o8 Jgun!

Diagnostic Tests
Serial Correlation Test Statistics Prob.
Portmanteau test 11.83 (0.4591,
Heteroskedasticity Test Statistics Prob.
Breusch/Pagan heteroskedasticity test 2.801 (0.2942)
Normality Test Statistics Prob.
Jarque-Bera test 1.417 (0.4924,
Regression Equation Specification test Statistics Prob.
Ramsey RESET test 3.374 (0.5083)

Stata 17.0 gl 02 e slaeVU el slas] e - ybaaal)
5 Ggims G oo ST Lt S LV Adlam Y Al V1 ) OF fasesdl Sl s J3 e Lo
b o e o elax S0 Ll DY Al Bilal) el Bl STl Calit e 3l ol 4] 5 L gag mUL

42 - 23 5:2022:0.0 30 sux))/ 18 A2 ISSN 1112-6132 L5 JI& wloladl dls
37



C020-1990) 74l sl alys < A 2 Gl ry JUI i) Slokis gy Lol 8 B
oF F

0B aeg (NARDL 350 Q) K2l Jo Ll o oS cdlgiall ellos U ndall o) Ge2p o 4] LYY collo )

AlasY) AU o Jaag L =) 1

Wl Wty gkt Grall ey QW el cp ALl e Al B L ol o rililened) 2 dd) Jlast .6
QWS eose Leds L) mildly ((Hatemi-J, 2012) jlel plasad &

Blazed! b dereedd Hatemi-J just @it :(09) o3y Jooadl

o ) ool Wald 1.8 S il
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7.607 9.731 13.999 1.635 FL=2REX
9.348 12.411 19.878 0.472 REX = FL
8.498 10.566 19.024 3.702 FL' 2REX"
8.201 11.492 20.213 1.340 REX' = FL*
5.179 7.595 10.408 2.013 FL 2REX"
9.888 12.994 20.975 10.861 REX = FL~
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