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Effective reduction policy on the balance of trade in developing countries
study the case of Algeria (1986-2014)
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Abstract: The aim of this study to identify the impact of the policy of reducing the value of the
foreign currency as one of the tools for exchange-rate policies in developing countries on the
balance of trade, through the study of the case of Algeria during the period (1986-2014), using
standard curriculum specifically Co intégration model and causation, relying on two variables, the
exchange rate and oil prices. The findings of the study to the absence of the impact of the reduction

of the exchange rate of the dinar to the Algerian balance of trade to refer to the lack of flexibility of
the productive apparatus and the elasticity of demand on imports, the existence of a causal

relationship between oil prices and trade balance of the fact that the economy Algeria oil economy.

Keywords: The politics of the reduction, balance of trade, oil prices, Cointegration model,
causation.
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15.03 4.70 -1.39 9.22 7.83 2.67 0.21 97.33 7.62 1986
18.68 4.85 1.18 7.04 8.22 2.55 0.21 97.45 8.01 1987
16.22 5.91 0.12 7.69 7.81 5.48 0.42 94.52 7.38 1988
18.59 7.61 0.09 9.47 9.56 1.63 0.16 98.37 9.40 1989
24.34 8.96 3.11 9.77 12,88 4.12 0.53 95.88 12.35 1990
21.04 18.47 4.67 7.77 12,44 3.78 0.47 96.22 11.97 1991
20.03 21.84 3.21 8.3 11,51 4.16 0.53 95.39 10.98 1992
17.50 23.35 2.42 7.99 10,41 5.1 0.53 94.9 9.88 1993
16.19 35.06 -0.26 9.15 8,89 3.15 0.28 96.85 8.61 1994
17.40 47.66 0.16 10.1 10,26 5.17 0.53 94.83 9.73 1995
21.33 54.75 4.13 9.09 13,22 4.32 0.57 95.68 12.65 1996
19.62 57.71 5.59 8.13 13,82 4.64 0.64 95.36 13.18 1997
13.02 58.74 1.51 8.63 10,14 3.65 0.37 96.35 9.77 1998
18.12 66.57 3.36 8.96 12,32 3.65 0.41 96.67 11.91 1999
28.77 75.26 12.3 9.35 21,65 2.8 0.59 97.27 21.06 2000
24.74 77.22 9.61 9.48 19,09 2.94 0.56 97.06 18.53 2001
2491 79.68 6.7 12.01 18,71 3.12 0.61 96.79 18.11 2002
28.73 77.39 11.14 13.32 24,46 1.93 0.47 98.07 23.99 2003
38.35 72.06 14.27 17.95 32,22 2.08 0.66 97.92 31.55 2004
54.64 73.28 26.47 19.86 46,33 1.6 0.74 98.4 45.59 2005
66.05 72.65 34.06 20.68 54,74 2.93 1.13 97.93 53.61 2006
74.66 69.29 34.24 26.35 60,59 1.62 0.98 98.38 59.61 2007
98.96 64.58 40.6 37.99 78,59 1.79 1.4 98.21 77.19 2008
62.35 72.65 7.78 37.4 45,19 1.71 0.53 98.29 44.42 2009
80.35 74.39 18.21 38.89 57,09 1.7 0.47 98.3 56.12 2010
112.92 72.94 27.94 44.94 72,88 1.68 0.53 98.32 71.66 2011
111.49 77.54 20.16 51.56 71,73 1.61 0.53 98.39 70.58 2012
109.54 79.36 9.72 54.98 64.71 1.63 1.06 98.37 63.66 2013
99.68 80.57 0.32 59.67 59.99 2.71 1.83 97.28 58.36 2014
RO NN Rt PP RO SRWN ]
pib e poil : LSS ADF Lt zdls (2) o3y goukoll
dor o) Aol s " ‘
Ay gl gl -390l £ ) HI
710 /5 /1 ' * Cae
-1.609798 -1.953381 -2.650145 -1.430588 d) g5
-2.625121 -2.971853 -3.689194 -1.986653 Q@) g5 BC
-3.225334 -3.580623 -4.323979 -1.936032 3) g5
-1.609571 -1.953858 -2.653401 0.695995 d) g5
-2.625121 -2.971853 -3.689194 -1.699862 Q@) g5 e
-3.225334 -3.580623 -4.323979 -0.647640 3) g5
-1.609798 -1.953381 -2.650145 0.770620 d) g5
-2.625121 -2.971853 -3.689194 -0.388437 Q@) g5 poil
-3.225334 -3.580623 -4.323979 -2.04779 3) g5
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710 75 71 : * e
-1.609571 -1.953858 -2.653401 -5.639913 (1) g
-2.627420 -2.976263 -3.699871 -5.524001 Q2) 35 D(poil)
-3.229230 -3.587527 -4.339330 -5.546688 3) oo
-1.609571 -1.953858 -2.653401 -2.751671 (1) g
-2.627420 -2.976263 -3.699871 -3.370292 2) g D(e)
-3.229230 -3.587527 -4.339330 -3.676848 3) s
-1.609571 -1.953858 -2.653401 -5.456791 (1) g
-2.627420 -2.976263 -3.699871 -5.732259 2) g D(poil)
-3.233456 -3.595026 -4.356968 -5.165977 3) oo
EViews 8 mb; o2 e clo iUl shie] oo - ol
T3l Uy (4 o3y kel
Lag LogL LR FPE AIC SC HQ
0 -307.2619 NA 33993192  25.85516 26.00241 25.89422
1 2129820 1571332 2812135 1874850  19.33753*  18.90477
2 2068025 8754288 3713187 1898354 2001434  19.25701
3 -197.2915  11.09612 3970526  18.94096 20.41353 19.33163
4 -190.0724  B.617561 5780227  19.08936 21.00370 19.59724
5 -163.4199  17.76834*  2050013*  1761832*  10.07443  18.24340*

EViews 8 mili; ol - jiadll
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Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Mo. of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone * 0.644656 27.93608 24 25202 0.0156
At most 1 0345183 11.43221 17.14769 02791
At most 2 0.000389 0.010505 3.841466 0.9181
Max-eigenvalue test indicates 1 cointegrating eqgn(s) at the 0.05 level
EViews 8 miliy ol 2 1 jladl
] il el S 1(6) 0By Gouked!
Lags: 1
Mull Hypothesis: Obs F-Statistic FProb.

CME) does not Granger Cause D(BC)
DMBC) does not Granger Cause D(E)

27 0.24448 0.2673
0.03445 0.8543

CHPOIL)Y does not Granger Cause D(BC)
DMBC) does not Granger Cause D(POIL)

27 5.85387 0.0235
0.52583 0.4754

D(POIL) does not Granger Cause D{E)
OHE) does not Granger Cause D{POIL)

27 0.41518 0.5255
0.02142 0.7F7ve
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U)o 3908 i ils 1(7) 03y okl

Cointegrating Eq: CointEg1
BC-1) 41.000000
E(-1}) 4.808181
(1.01456)
[ 4.732919]
POIL-1) 4. 4TSB869
(077506}
[ 5 77487]
@ TREMD(S6) -31 6663
c 13.49417
Error Correction: DHBIC) DHE} DHPOILY
CointEg -0.147598 -0.036700 -0.199439
(0.04122) (0.02431) (0.0B6532)
-3.58106] -1.50982] -3.05329]
DBC-1)) 0457315 -0 721470 0. 724481
(0 44557 (0. 26278) (0. FOE132)
[ 1.02637] [2 783261] [ 1.04014]
CHE-13) 0.23618"1 0. 471743 0.088440
(0.32050) (0.1 3902} (0.50F92)
[ 0.73692] [2.4957F 7] [D.17412]
DHPOIL(—1 3} -0.1 26508 0.640424 -0.205250
(0.36292) (0.21403) (0.57515)
[-0.34859] [ 2.99216] [-0.35686]
c 0065906 5 034260 -2 948574
@ TREMD{2E6) -0.033091 -0.424982 0407998
(0.23080) (0.13612) (0.36577)
[-0.14337] [-3.12218] [ 1.11544]
R-squared 0.525095 0.444493 0.438047
Ad]. R-squared 0412022 0.312229 0.204249
Sum sq. resids 903.1054 3141156 2268.225
S.E. eguation 6.557821 3867543 10.39282
F-statistic 4. 643866 3.360655 3.273940
Log likelihood -85.69637 -71.43932 -98.12871
Akaike AIC 6. 792324 5. T36246 F.713238
Schwarz SC 7.030288 6.024210 2.001201
Mean dependent -0.031852 2804444 3.000000
5.0 dependent 8.552222 4 663512 12. 45967
Determinant resid covariance (dof adj.} 8521.6132
Determinant resid covariance 4009.483
Log likelinood -226.9357
Akaike information criterion 18.36560
Schwarz criterion 19 37348

EViews 8 mili; ol - jiadll
o) Jdow 1(8) (.3) N

Variance Decompaosition of BC:

Period SE BC E POIL
1 6.557821 100.0000 0.000000 0.000000
2 8.023267 76 66994 1.409227 21.92024
3 0622473 53.32271 4 173677 42 50361
4 10.76615 44 55128 5201737 50.15698
5 11.76362 42 78156 5232766 51.98567
6 12.63593 4077005 5170134 54 05982
7 13.44500 a7.83817 5353714 56.81012
8 1422258 35.41593 5.575143 59.00893
a9 1496241 33.89196 5.686238 60.421280
10 1566368 3277674 5.735569 61.48769
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190



2015/01 s3c — GaeS daleaidy) el dlae

g J‘j-’j Oledal! J’bd' (9) (.3) &’d.o.“

Response of BC to BC
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Response of BC to E

Response of BC to FOIL
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