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Our research aim to study the determinants of an efficient foreign exchange reserve
management at central banks, than apply it on bank of Algeria, to realize the
objectives of the research we divide the study on two sections, the first section talk
about theoretical literature of foreign exchange reserve , component of foreign
exchange reserve efficiency, mechanism of foreign exchange reserve surplus
management .in section two, we work for the determinants of an efficient foreign
exchange reserve management in bank of Algeria.

We posed four hypothesis to get the result , after the analysis of available data we
found : we refuse the first hypothesis because we cannot consider the function of
reserves as just self insurance but also as economic diversification and saving for
future generation , we accept the second one , we find that the placement of
reserves can be through establishing sovereign wealth fund and investing in long
terms , retailed reserves and prepaid foreign debt . finally we found that risks
related to reserves are : credit risk , liquidity risk, market risk, operational risk .

Keywords : Bank of Algeria, the foreign exchange reserves, the adequacy of
reserves, sovereign funds, reserves tranching.
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