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Abstract:

This study aims to test the relationship between the money supply and the exchange rate in Algeria
during the period between 1970 and 2015, through using co-integration test Johansen's in addition to
causality test. The results of this study has shown that there is no long-term equilibrium relationship
between the money supply and the exchange rate in Algeria during the period under study, while the
causality test results for Granger has proven that there is a causal relationship wich is moving from the
money supply toward the exchange rate, as well as, The results of the error correction model estimate
(EMC) has shown that the increase in the money supply by one unit in the current year leads to a slight
exchange rate decrease after one year.

Keywords: Algerian Dinar exchange Rate; Money supply; Common and Causal Integration; EMC
model
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