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Abstract: 

This study aims to determine whether the volatility of oil prices 

affects the government expenditures in Algeria and the real 

effective exchange rate of the Algerian dinar, in both the short 

and long term, using ARMA(p, q) and ARIMA (p, q, d) models, 

the methodology of Box-Jankins, ARCH and GARCH models, 

Impulse response functions, and the Analysis of variance. 

The study found that,  the Algerian economy characterized by the 

“Dutch disease” problem, which can be observed through the 

government expenditures effect and the cash effect. The positive 

shock of oil prices volatility lead to raise the real effective 

exchange rate of the Algerian dinar. In addition, The Algerian 

financial policy is periodic; for that, the positive shock that rise 

from oil prices volatility affects positively the government 

expenditures, while the negative shock affects negatively the 

government expenditures. 

Key words: Price of oil, Volatility of oil prices, ARCH and 

GARCH models, Financial policy, Real effective exchange rate 

of the Algerian dinar. 
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