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A Summary of Study

This study primarily aims to analyze and measure the determinants of the growth of foreign
exchange reserves in Algeria in both the short and long term. This is achieved by building a
standard model based on the autoregressive distributed lag (ARDL) methodology for time series
data from 1990 to 2022 and relying on descriptive and analytical approaches to review the
theoretical framework of foreign exchange reserves and their relationship with macroeconomic
variables. The study used “exports and imports, economic growth, exchange rate, and
government spending” as independent variables, with foreign exchange reserves as the

dependent variable.

The results of the study concluded that the growth of foreign exchange reserves in Algeria
through exports is influenced by various factors. In the long run, there is a significant positive
and significant negative effect from the real exchange rate and government spending,
respectively. Imports and GDP per capita have an insignificant negative effect. In the short run,
the growth is determined by a significant negative effect of the real exchange rate and GDP per
capita, a significant positive effect of government spending, and an insignificant positive effect

of exports.

Keywords: Foreign exchange reserves; exports and imports; economic growth; exchange
rate; government spending.
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root
At Level
RES EX G IM PER REER
With Constant t-Statistic -1.3108 -1.3047 -0.2486 -1.7190 -0.5505 -6.0552
Prob. 0.6123 0.6152 0.9216 0.4115 0.8680 0.0000
no n0 no n0 n0 il
With Constant t-Statistic 0.1043 -1.9263 -1.9361 -4.3905 -1.1693 -9.6656
& Trend
Prab. 0.9959 0.6177 0.6118 0.0093 0.9000 0.0000
n0 n0 n0 wxx (0] el
Without t-Statistic -0.1980 0.0012 1.7259 -0.4066 1.5703 -2.2638
Constant &
Trend
Prab. 0.6070 0.6756 0.9770 0.5282 0.9687 0.0249
no n0 no n0 n0 **
At First Difference
d(RES) d(EX) d(G) d(1m) d(PER) d(REER)
With Constant t-Statistic -3.9586 | -4.9158 -3.1868 -3.8789 -3.9716 -10.4569
Prob. 0.0048 0.0004 0.0305 0.0058 0.0046 0.0000
*kk *kk *x *kk *kk *kk
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With Constant t-Statistic -4.3614 | -4.8068 -3.0808 -1.7765 -3.9455 -11.6626
& Trend
Prob. 0.0083 0.0028 0.1283 0.6899 0.0218 0.0000
*kk *kk nO no **k *kk
Without t-Statistic -3.9937 -4.8963 -2.1502 -1.5828 -3.6556 -11.6806
Constant &
Trend
Prob. 0.0002 0.0000 0.0323 0.1053 0.0007 0.0000
*kk *kk *% no *kk *kk
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000
F-statistic 12.11608 10% 2.08 3
K 5 5% 2.39 3.38
2.5% 2.7 3.73
1% 3.06 4.15
Actual Sample Size 30 Finite Sample: n=30
e ——
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10% 2.407 3.517
5% 291 4.193
1% 4.134 5.761
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EC = RES - (-1.0872*REER -0.0030*PER -0.6726*IM -0.0000*G +
1.5294*EX + 169.8771)

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
REER -1.087195 0.279276 -3.892907 0.0030
PER -0.003035 0.011639 -0.260748 0.7996
IM -0.672607 0.698885 -0.962400 0.3585

G -2.83E-10 1.53E-10 -1.856299 0.0931

EX 1.529420 0.373081 4.099435 0.0021

C 169.8771 64.47910 2.634608 0.0250
EC = RES - (-1.0872*REER -0.0030*PER -0.6726*IM -0.0000*G + 1.5294*EX +

169.8771)
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ARDL Error Correction Regression
Dependent Variable: D(RES) |
Selected Model: ARDL(3,3,1,1,3,3)
Case 2: Restricted Constant and No Trend
Date: 05/13/24 Time: 06:30
Sample: 1990 2022
Included observations: 30
ECM Regression
Case 2: Restricted Constant and No Trend
Variable Coefficie | Std. Error t-Statistic Prob.
nt

D (RES (-1)) 0.197364 | 0.081258 2.428853 0.0355

D (RES (-2)) -0.269649 | 0.081409 -3.312261 0.0078

D (REER) -0.652971 | 0.063313 -10.31342 0.0000

D (REER (-1)) 0.157802 | 0.051106 3.087716 0.0115

D (REER (-2)) -0.214722 | 0.028791 -7.457935 0.0000

D (PER) -0.023654 | 0.006329 -3.737491 0.0039

D (IM) -1.058412 | 0.156790 -6.750494 0.0001

D (G) 1.27E-09 | 1.34E-10 9.498745 0.0000

D (G (-1)) 450E-10 | 1.17E-10 3.847126 0.0032

D (G (-2)) 458E-10 | 9.49E-11 4.826463 0.0007

D (EX) 0.060453 | 0.048435 1.248124 0.2404

D (EX (-1)) -0.398348 | 0.094945 -4.195582 0.0018

D (EX (-2)) -0.480447 | 0.082361 -5.833463 0.0002

CointEq (-1)* -0.603278 | 0.051788 -11.64904 0.0000
R-squared 0.977804 Mean dependent var 0.997650
Adjusted R-squared 0.959770 S.D. dependent var 9.350034
S.E. of regression 1.875375 Akaike info criterion 4.400219
Sum squared resid 56.27252 Schwarz criterion 5.054112
Log likelihood -52.00329 Hannan-Quinn criter. 4.609405

Durbin-Watson stat 2.509171 |
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2.205537 Prob. F(2,8) 0.1726

Obs*R-squared 10.66243 Prob. Chi-Square(2) 0.0048
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Heteroskedasticity Test: ARCH
F-statistic 1.688602 Prob. F(1,27) 0.2048
Obs*R-squared 1.706931 Prob. Chi-Square(1) 0.1914
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Series: Residuals
Sample 1993 2022
Observations 30

Mean 1.09e-14
Median 0.118945
Maximum 2.989808
Minimum -2.535956
Std. Dev. 1.392994
Skewness 0.160700
Kurtosis 2.696532

Jarque-Bera  0.244239
Probability 0.885043
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