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Abstract

The monetary authority has adopted a policy of targeting inflation in order to
maintain monetary stability in the country,it was used to achieve its nominal
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exchange rate target, due to the economy and financial fragility and the
separation of the real sector from the cash which makes the traditional channels
do not meet the impact of monetary policy interest rate is largely ineffective,the
monetary authority succeeded in using the currency sale window to control the
exchange rate and to reduce the exchange gap between the official price and
the parallel price,and then keep the exchange rate relatively stable for the
duration 2016-2003 thus stabilizing prices and purchasing power in the
economy,the success of this tool was at the expense of the pressure on the
international reserves of the central bank in light of the large consumer spending
by the government, as opposed to declining oil revenues which are the sole
source of foreign exchange.
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10% level| -2.5889 | -3.1645 | -1.61376 -2.589227 -3.165046 -1.61376

t 2.447081 | -1.63432 | -1.246955 -3.594229 -2.547443 -0.355355

EXPO| 1% level | -3.54406 | -4.11844 | -2.604073 -3.546099 -4.121303 -2.604746
5% level [ -2.91086 | -3.48651 | -1.946348 -2.91173 -3.487845 -1.946447

10% level| -2.59309 | -3.17154 | -1.613293 -2.593551 -3.172314 -1.613238

t -8.35808 | -8.31297 [ -6.187482 -9.933261 -9.861921 -10.00822

X1 | 1% level | -3.52562 | -4.09255 | -2.597939 -3.528515 -4.096614 -2.598907
5% level [ -2.90295 | -3.47436 | -1.945456 -2.904198 -3.476275 -1.945596

10% level| -2.5889 | -3.1645 | -1.613799 -2.589562 -3.16561 -1.613719

t -0.97104 | -2.36253 | 0.038005 -8.634232 -8.63848 -8.583662

X2 | 1% level | -3.52562 [ -4.09255 | -2.597939 -3.527045 -4.09455 -2.598416
5% level [ -2.90295 | -3.47436 | -1.945456 -2.903566 -3.475305 -1.945525

10% level| -2.5889 | -3.1645 | -1.613799 -2.589227 -3.165046 -1.61376
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Variable Coefficient | Std. Error v - Prob.*
Statistic

X2(-1) 0.108595 0.108289 -1.00283 | 0.3198

X1 -0.0092 0.002616 -1.75514 | 0.0841

EXPO -0.00004 1.04E-05 4.085182 | 0.0001

EXCH 17.77211 3.342455 5.317081 | 0.000

C -20897.95 3924.766 -5.32464 | 0.000
R-squared 0.9953 Mean dependent var 226.91
Adjusted R-squared | 0.991838 S.D. dependent var 237.867
S.E. of regression 130.6703 Akaike info criterion 12.6779
Sum squared resid 1075708 Schwarz criterion 12.9027
Log likelihood -436.7255 Hannan-Quinn criter. 12.7672
F-statistic 27.60778 Durbin-Watson stat 2.3316

Prob(F-statistic) 0.000 |
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ARDL Error Correction Regression

Std.
Variable Coefficient Error t-Statistic Prob.
D(X1) -0.004592 | 0.001528 -3.006206 0.0038
CointEq(-1)* 0.25609 0.129144 -6.392911 0.0000
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F-Bounds Test

Test Statistic Value Signif. 1(0) 1(1)
F-statistic 1.68587 10% 2.37 3.2
k 3 5% 2.79 3.67
2.50% 3.15 4.08
1% 3.65 4.66
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Test Statistic Value Df Probability
F-statistic 2.502272 | (2,63) 0.04
Chi-square 5.004544 2 0.0-19
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Breusch-Godfrey Serial Correlation LM Test:
F-statistic 4.157528 | Prob. F(2,61) 0.203
Obs*R-squared | 8.397222 | Prob. Chi-Square(2) 0.415
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