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Abstract:

The aim of this study was to determine the impact of financial policy shocks on
inflation in Algeria. In order to achieve this objective, data were collected on
public expenditures and public revenues in addition to economic inflation
during the period 1970 to 2017. We adopted the 9.Eviews program to conduct
statistical analysis of this study , Using standard methods of probabilistic testing
and the model of self-regression beam (VAR). The result was a medium- and
long-term equilibrium relationship between economic inflation and both public
expenditures and public revenues

Keywords: economic shocks, fiscal policy (public expenditure, public revenue)
economic inflation.
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el yld) O e (1) 03y ool

année DEP INF res
1970 107,079933 6,6 8,27353781
1971 109,221252| 2,62664165| 8,06307458
1972 105,277306| 3,65630713| 9,97707894
1973 106,086095| 6,17283951| 11,6369847
1974 96,7407358| 4,6996124| 28,7483369
1975 109,276663| 8,23031665| 23,2759112
1976 104,064083| 9,4307354| 24,499342
1977 111,153757| 11,9892833| 23,9082097
1978 114,632893| 17,5239234| 20,6632453
1979 101,717449| 11,3486005| 37,688042
1980 96,0000002| 9,5178245| 30,9833868
1981 96,2904879| 14,6548426| 23,6915929
1982 98,0732187| 6,54250963| 18,2741267
1983 97,8605069| 5,96716393| 16,8350683
1984 101,756351| 8,11639796| 15,8322032
1985 103,158248| 10,482287| 14,4616402
1986 110,317188| 12,3716092| 6,81803762
1987 104,139635| 7,44126091| 8,98772144
1988 107,095842| 5,91154496| 8,20482284
1989 109,874793| 9,30436126| 12,9334303
1990 101,493344| 16,6525344| 16,5069496
1991 94,4819462| 25,8863869| 13,4842294
1992 98,5498957| 31,6696619| 13,8423952
1993 101,355061| 20,5403261| 12,1973153
1994 103,522987| 29,0476561| 39,604512
1995 102,801455| 29,7796265| 42,9295106
1996 94,1842487| 18,6790759| 47,4220793
1997 90,4312958| 5,73352275| 46,7809346
1998 99,9377425| 4,95016164| 34,2575008
1999 94,628879| 2,64551113| 40,3724291
2000 78,7189072| 0,33916319| 57,553678
2001 85,3275542 | 4,22598835| 49,6235725
2002 90,1250986| 1,41830192| 49,931425
2003 85,6271139| 4,26895396| 47,815491
2004 85,5949734| 3,9618003| 49,0385122
2005 76,8682117| 1,38244657| 59,8577962
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2006 73,108638| 2,31149919| 71,4247/383
2007 77,8018| 3,67899575| 66,1179445
2008 80,737832| 4,85859063| 75,7433183
2009 100,581027| 5,73706036| 55,7875717
2010 92,9775663| 3,91106196| 57,812284
2011 89,8983675| 4,52421151| 64,4944407
2012 91,6238842| 8,89145091| 26,1720132
2013 97,1910282| 3,25423911| 23,8161858
2014 101,707542| 2,91692692| 20,4727927
2015 113,351619| 4,78444701| 12,8479228
2016 114,172186| 6,3976948| 10,0461045
2017 110,861975] 5,59111591| 12,3136967

Ol pizal] Ll ailasdl 1(2) o3y kel

Mean
Median
Maximum
Finimum
Std. Devw.
Skewness
Kurtosis

Jarque-Bera
Frobability

Sum
Sum Sq. Dev.

Observations

LINF
1.865729
1.803215
3.455359

-1.081274
0.865896
-0.569299
4497123

7075571
0.029078

89.55500
35.239465

48

LREC LDEF
3.198324 4. 582035
3.172294 4 607756
4 327350 4. 741735
1.919572 4.291947
0. 700177 0.110429

-0.083551 -0.814698
1.748967 3.063071
3.186011 5317820
0.203314 0.070024
153.5196 219.9377
2304162 0.573149

48 48

Eviews. 09 w2 Je slaeVU Ul slas) oo : izl
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((LINF) £adodd susgll ydor oyt 24y Jgutond!

MNMull Hypothesis: LINF has a unit root
Exogenous: Constant

Lag Length: O (Aauatomatic - based on SIC, maxlag=9)

t-Statistic Frob_*
Augmented Dickey-Fuller test statistic -2 975492 00446
Test critical values: 12 lewvel -3 5TFT723
5% lewel -2.925169
10%% lewel -2 600658
MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent WVariable: D{LIMNF})
Method: Least Squares
Date: 052319 Time: 01:24
Sample (adjusted): 1971 2017
Included observations: 47 after adjustments
Wariable Coefficient Std. Error t-Statistic Prob.
LIMFE{-1) -0.329097 O 1106503 -2 975492 (0 0 O A
_ 0611489 0227792 2 684420 oO.0101
(LDEP) dadull 8u gt i ylest (D) o3y Jgeond!
MNMull Hypothesis: LDEP has a unit root
Exogenous: Constant, Linear Trend
Lag Length: O (Automatic - based on SIC, maxlag=9)
t-Statistic Frob. >
Avgmented Dickey-Fuller test statistic -2 _ 080536 0. 5429
Test critical values: 12 lewvel -4 165756
5% lewel -3 508508
10%% lewel -3.184230
*MackKinnon (1996) one-sided p-values.
Avgmented Dickey-Fuller Test Equation
Dependent Wariable: D{(LDEP)
Method: Least Squares
Date: 05/23/19 Time: 0127
Sample (adjusted): 1971 2017
INncluded observations: 47 after adjustments
Wariable Coefficient Std. Error t-Statistic Frob.
LDEP({-1) -0 220965 O 106206 -2 080536 00433
Lo 1.018350 0496513 2 051005 00463
ETREMND(1970™) -0 000239 o.000852 -0.280474 O 7804
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(DLDEP) dadell gl ydr Sitylest 1(6) o3y Jgnd)

HNMull Hypothesis: DLDEF has a unit root
Exogenous: MNomne
Lag Length: O (Suauatormatic - based on SIS, maxlag=9)
t-Statistic Prob._*
Aaugmented Dickey-Fuller test statistic -7 _ 289033 (e elelele]
Test critical values: 1 %% lewel -2 6162032
5% lewel -1.942140
1 0% lewel -1. 6123220
*fMackinmnon (19968) one-sided p-values .
Soagrmented Dickey-Fuller Test Equation
Dependent Wariable: D(DLDODER)
Method: Least Squares
Drate: OS/23/19 Tirme:r 1 230
Sample (adjusted):- 1972 2017
Included observations: 46 after adjustments
Wariable Coefficient Std. Error t-Statistic Frob.
DLD>EF(-1) -1.0232847 O 1 42696 —-F_ 289033 L0 e e
(LRES) I | o.\?}S\ g Slylasd (7) ('.5) Jj.\z:j\
HNull Hypothesis: LIREC has a unit root
Exogenous: Constant, Limnear Trend
Lag Length: O (Suaartormatic - based on SIS, maxlag=—9)
t—-Statistic Frok. ™
Saugrmented Dickey-Fuller test statistic -1 4565882 O 8303
Test critical values: 1 2% lewel —1_ 1685756
5% lewel ~Z 5035083
1 0% lewel ~3Z 184230
*PMackKinmnon (1996 one-sidaed p-wvaluses=s_
Aaurgrmented Dickey-Fuller Test Eguation
Dependent Wariable: DIILREC)
Method: Least Sqguares
Drate: OS/23519 Time: O1:33
Sample (adjusted): 1971 2017
INncluded observations: 47 after adjustrments
Wariable Coefficient Std. Error —-Statistic Frol._
LREC{-1) Q. 120537 o.O0s827 71 -1 . 44558832 o 1522
L O 439542 O 237264 1. 852546 O OTFTOT
T REMNDT97 0" -o.oo1e1s O OO 227 —O 430123 (R SESTs

(DLRES) il 3uxgll ydor Silylast 1(8) o3y Jguond

HNull Hypothesis: DLREC has a unit root
Exogenous: MNMone

Lag Length: O (Automatic - based on SICE, maxlag=9)

t-Statistic Frob.™
SAugmented Dickewy-Fuller test statistic -5 953314 (e e alele]
Tes=st critical values: 126 lewel -2 618203
5%0 lewel —1. 948140
1 0% lewvel -1 . 612320
MackKinnomn (1996) one-sided p-wvalues_
LAougrmented Diclkey-Fuller Test Egquation
Dependent Wariable: D{(DLREC)
Method: Least Sguares
Date: O52319  Time: 013236
Sample (adjusted): 1972 2017
INncluded observations: 46 after adjustments
Wariable Coaefficient Std. Error t-Statistic Prob.
DLREC(-1) -1 .01 005 O.149498 -5 953314 L T T T
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DLRESDLDEP(LI NF <ipanll oW1 drys wow 1(03) o3y goledt

VAR Lag Order Selection Criteria
Endogenous vaniables: LINF DLDEP DLREC
Exogenous variables: C

Date: 05/23/19 Time: 01:43

Sample: 1970 2017

Included observations: 44

Lag LogL LR FPE AC SC HQ
0 -14.29261 NA 0.000441 0.766026 0.907677 0.831141
1 4793930 3470281  0.000279*  0327549"  0.814146*  0.508002"
2 11.42280 11.14855 0.000313 0.435327 1.286872 0.751121
3 18.46589 10.91569 0.000347 0.523369 1.739862 0.974503

S o) plad z3ges s (04 By Gouded!

Wector Autoregression Estimates

Date: 052319 Time: 1002

Sample (adjusted): 1972 2017

Included observations: 46 after adjustments
Standard errors in ( } & t-statistics in [ ]

LIMNFE DLDEP DLREC

LIME{-1) 0688379 _0.009957 0037752
(0.10883) (0.01275) (0.06143)

[ 6.32245] [-0O.780OTE] [ 0.61453]

DLDEFP{-1) 0. 695434 _OOSFT15 0541739
(1.50800) (0.1 TBE3) (0.85086)

[0 461 16] [-0.38337] [ 0.636T0]

DLREC{-1) 0455138 0002185 0016010

(0. 30876)
[ 1.47403]

0597707
(0. 22353)
[ 2.67339]

(003616
[0 OS041]

0019031
(0.02619)
[ 0. F26T4]

(017421
[ 0O.09190]

_D.062154
(0. 12615)
[-O.4927F1]

R-=quared

Ad). R-squared
Sum sq. resids
S E. equation
F-statistic

Log likelihood
Alcaike AlC
Schwar=z SC
Mean dependent
S D dependent

0. 507399
0. 472213
1695142
0635301
14 42055
-2 31060
2013504
2172516
1.884831
0874480

o.021472
-0 048423
0. 232562
O.O74412
Q307203

-2.2T75448
-2 116436
O 000324
O_O7267T 1

0023843
-0.045883
5. 396560
0358454

0009205
O 350503
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WAR Residual Senal Correlation LB ..
HMull Hypothesis: no sernal correlation__.
Date: OBA16519 Time: 13:59

Sample: 1970 2017

Included observations: 46

Lags LM-Stiat Frob
1 1029202 03274
2 13 . 7rF739 01305

bl il sl 2(06) o3y Goelall

VAR Residual Heteroskedasticity Tests: Mo Cross Terms (only levels and squares)
Date: 05/23/19 Time: 10:09

Sample: 1970 2017

Included observations: 46

Joint test:
Chi-sqg df Frob.
24 14612 36 0.9342

Pl et £lys 1(07) 03y Goekel)

FPainwvise Granger Causality Tests
Date: 052319 Time: 10:11
Sample: 1970 2017

Lags: 1

Mull Hypothesis: Obs F-Statistic Prob.
DLDEF does not Granger Cause LINF 46 1. 70991 01979
LINF does not Granger Cause DLDEP 063069 04315
DLREC does not Granger Cause LINF 45 3.78612 0.0582
LINF does not Granger Cause DLREC 055513 04603
DLREC does not Granger Cause DLDEPRP 465 001023 09199
DLDEF does not Granger Cause DLREC 0. 58364 04491
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Response of LINF:
Period LINF DLDEP DLREC
1 0.635301 0.000000 0.000000
(0.08623) (0.00000)  (0.00000)
2 0.391813  -0.119777 0.144136
(0.08791) (0.09428)  (0.09893)
3 0.292953  -0.063680 0.102009
(0.09382) (0.06330)  (0.06975)
4 0.209057 -0.047682 0.073537
(0.08601) (0.05009)  (0.05412)
5 0.150061 -0.034000 0.052715
(0.09052) (0.03902)  (0.04252)
5] 0.107626  -0.024408 0.037815
(0.08082) (0.03080)  (0.03397)
7 0.077199 -0.017505 0.027124
(0.06948) (0.02396)  (0.02725)
8 0.055374 -0.012556 0.019455
(0.05815) (0.01872)  (0.02183)
9 0.039719  -0.009007 0.013955
(0.04789) (0.01457)  (0.01740)
10 0.028490 -0.006480 0.010010
(0.03851) (0.01130)  (0.01378)

Response of DLDEP:
Period LINF DLDER DLREC
1 0.028663 0.068671 0.000000
(0.01058) (0.00716) (0.00000)
2 -0.008144  -0.004304  -0.000692
(0.00859) (D.01067) (0.011458)
3 -0.003434 0001408 -0.001399
(0.00490) (0.00244) (0.00233)
4 -0.002708 0000552  -0.000932
(0.00348) (0.00097) (0.00134)
5 -0.001919 0.000441 -0.000676
(D.00251) (D.00070) (0.00098)
G -0.001379 0000312 -0.000484
(0.00185) (0.00051) (0.00071)
7 -0.000989 0.000224  -0.000347
(0.00138) (0.00038) (0.00052)
8 -0.000709 0.000161 -0.0002489
(D.00104) (D.00028) (0.00038)
9 -0.000509 0.000115 -0.000179
(0.00078) (0.00021) (0.00029)
10 -0.000365 8 27TE-05 -0.000128
(0.00059) (D.00018) (0.00021)

Response of DLREC:
Period LINF

DLDEF DLREC

1

2

-0.056206
(0.05253)
0.038612
(0.04158)
0.010998
(0.02526)
0.009375
(0.01845)
0.006575
(0.01366)
0.004731
(0.01016)
0.003392
(0.00757)
0.002433
(0.00566)
0.001745
(0.00423)
0.001252
(0.00316)

0.158240  0.316687
(0.04952)  (0.03302)
0034668  0.005070
(0.05148)  (0.05517)
0.006299  0.005148
(0.01199)  (0.01200)
0.001742  0.003175
(0.00489)  (0.00659)
0.001529  0.002322
(0.00349)  (0.00490)
0.001069  0.001661
(0.00258)  (0.00362)
0.000770  0.001192
(0.00192)  (0.00268)
0.000552  0.000855
(0.00142)  (0.00199)
0.000396  0.000613
(0.00106)  (0.00148)
0.000284  0.000440
(0.00079)  (0.00111)
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Response to Cholesky One S.D. Innovations £ 2 SE.
Response of LINF to LINF Response of LINF to DLDEP Response of LINF to DLREC

|||||||||||||||||||||||||||||
1 2] £ 4 5 & 7 & a2 10 1 2 3 4 s 8 7 @& 2 10 1 z 3 4 s & 7 & 8 1

0L 0d 04 -
o0 - e PEECEE= oo e 00— TEEREEE
w1 - w71 U777
1 2 3 4 5 & T & a 10 1 2 3 4 5 & 7 & a 10 1 2 3 4 5 & 7T &8 98 10
Response of DLREC to LINF Response of DLREC to DLDEP Response of DLREC to DLREC
Ar—T—T—T—T—T—T—T— 71— A r——T—T—T—T— T — T — 71— Ar—T—T—T—T7T— T — T — T — T
12 3 4 & 7 8 2 1 12 3 4 & 7 & 98 10 12 3 4 & 7 8 8 10
‘;..3\.,:5\ J.A.?ﬁ duolys (10) ) é’nw‘
Variance Decomposition of LINF: Va”ance Dewmposmn Uf DLREC

Perod SE L DLOFP  DIREC Perod  SE. LNF DLDEP  DLREC

1 0.635301 100.0000 0.000000 0.000000
s ompis spoin soeio asoewo || 0k 2401 104000 TROS
5 o@rrioe 90507 2@ 5110243 ) 030 354012 000026 TR4ESTT
7 0.889370 9187502 2.874100 5250877 30362485 3630982 2000197 76.36705
S Ogurii o1 asss  ooo430s o obestd 4 (362624 3R95035 1998891  T.31606
10 0.892966 91.82070 2886177 5293127 5 0382694 3?26468 1998294 ?529059
Variance Decomposition of DLOEP: _ ___+ ___ 6 036730 374734 1997982  TB2T7AS
—_————————————— 70362749 375093 1997822 76.27069
2 0074984 1579113 8420036 0008515 8 050 3TH4 1997739 TR2TX
3 Ooriiae  1o0050s 6387937  0.0%0c40 0 0364 375TR05 1997697 7628543
& Ooroise  1a1421s  sa7871s 0070708 0 0366 3758745 1997675 7626451
7 0.075196 16.15617 8377100 0.072828
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