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Abstract

The aim of this research is to provide statistical evidence of major determinants of Euro/ 
Albanian Lek exchange rate levels and its consequences on infl ation and real economy. 
The method used for this purposes is empirical research, Granger Causality Test has been 
applied in order to provide answers to the objectives of the research. Statistical examination 
provided major evidence of Granger Causality of infl ation, foreign direct investments, 
industrial production, and foreign debt on Euro/ALL exchange rate levels. In addition the 
research providesstatistical evidence that Euro/ALL exchange rate fl uctuations in long run 
cause Savings in Domestic Currency and in short run Savings in Foreign Currency. Moreover, 
there is also found the existence of Granger Causality between export and interest rates with 
a minimum four months delay and Granger Causality of interest rates on infl ation with two 
months delay. Whereas, based on examined variables there could not be found any signifi cant 
fi nding of long run infl uence of Euro/ALL exchange rate levels on infl ation and real economy.
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