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Measuring the impact of monetary variables on the Algerian dinar exchange rate
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Abstract : The goal of this study is to analyze the effects of monetary variables (Consumer Price
Index, Real Money Balance, and Discount rate) up on the Algérien Dinar Exchange rate against
United States Dollar during the period 1970-2012. Using partial Adjustment model, Results
showed that the only variable that effects the Algerian Dinar exchange rate is the consumer price

index, and the long run exchange rate elasticity is bigger than the short run elasticity. In addition,
the time path of the exchange rate satisfies the equilibrium stability condition.

Keywords : Monetary variable, Exchange rate, Partial Adjustment Model.
Jel Classification Codes : C13, E47.
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Variable Coefficient Std. Error t-Statistic
C 0.431 1.172 0.368
LER(-1) 0.875 0.056 15.427
LCPI 0.121 0.079 1.528
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LDR 0.087 0.052 1.682
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Variable Coefficient Std. Error t-Student
C 0.038 0.0129 2.934
CLER(-1) 0.782 0.0244 32.005
ZLCPI 0.290 0.0388 7.473
ZLRM -0.043 0.0194 -2.214
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unbiased ridge regression trace
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Variable Coefficient Std. Error t-Student
C 0.040 0.0159 2.503
CLER(-1) 0.785 0.0443 17.702
ZLCPI 0.287 0.0776 3.695
ZLRM -0.037 0.0303 -1.219
ZLDR 0.040 0.0269 1.483
DY 0.325 0.0672 4.836
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CPI LER ER’
110 4916 136.455
115 4.963 143.022
120 5.007 149.455
125 5.050 156.022
130 5.091 162.552
140 5.169 175.740
150 5.241 188.858
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