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Abstract :

This study aims to clarify the relationship between inflation rate and algerian dinar
exchange rate from (1970-2016).whre the study was based on descreptive approach in
each of thhe first chapter and the second through adressed the theorical fromework of
inflation rate and exchange rate and analytical approach in tha applied have been
invloved to aime the data analyse.

In addition to the standard curriculum using standard method of modern test
stability,such as the stability and autoregressive the beam VAR model,this study
revealed tha there is no existance of long term equillibrium relationship between the
inflation rate and algerian dinar exchange,more over there is not a causal relationship
in both directions.

Key word: Inflation rate,exchange rate,Granger causiality, VAR 'model.
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PP ADF PP ADF PP ADF JLEaY) g

-2,8213 | -2,7053 | -0,9870 | -1,1402| -1,0777 | —-1,7211 | 4 smaall 4al

-3,5107 | -3,5107 | =2,9266 | -2,9266 | —-1,9481 | —1,9481 | 4a,al dadl
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Pairwise Granger Causality Tests

Date: 05/29/18 Time: 12:58

Sample: 1970 2016

Lags: 1

Null Hypothesis: Obs F-Statistic Prob.
DLINF does not Granger Cause DLTCH 45 0.73860 0.3950
DLTCH does not Granger Cause DLINF 0.15930 0.6918
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VAR Model — Substituted Coefficients:

DLTCH = - 0.177311321914*DLTCH(-1) + 0.0399505209557*DLINF(-1) +
0.0808616923158

DLINF = - 0.182693578548*DLTCH(-1) - 0.385139467093*DLINF(-1) +
0.0306087526451

ool LA Bl Al 2
ol Jpandl 8 A ity "M laay b el o 313 Balgyl agay pae e XE)
VAR I z3sa1) LM-test il :(08) a8y Jgan

1 a5
54,68746 LM Statistiques
0,05<0,6696 Prof
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Variance Decomposition of DLTCH:

Period S.E. DLTCH DLINF
1 0.227448 100.0000 0.000000
2 0.232617 98.58547 1.414532
3 0.233199 98.14727 1.852733
4 0.233295 98.06726 1.932743
5 0.233309 98.05536 1.944639
§) 0.233311 98.05376 1.946236
7 0.233311 98.05356 1.946438
8 0.233311 98.05354 1.946463
9 0.233311 98.05353 1.946466
10 0.233311 98.05353 1.946466

Variance Decomposition of DLINF:

Period SE. DLTCH DLINF
1 0.692523 0.003868 99.99613
2 0.743365 0.341272 99.65873
3 0.750136 0.437323 99.56268
4 0.751012 0.454826 99.54517
5 0.751121 0.457440 99.54256
6 0.751134 0.457792 99.54221
7 0.751135 0.457837 99.54216
8 0.751136 0.457842 99.54216
9 0.751136 0.457843 99.54216
10 0.751136 0.457843 99.54216

Cholesky Ordering: DLTCH DLINF
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Response of DLTCH to DLINF
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