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Abstract :

This study aims to measure the impact of inflation on economic growth in
Algeria using a time series extended from (1990-2020), using the ARDL model.
To know the statistical characteristics of the variables under study first, and to test
the co-integration between these variables secondly, and then analyze the causal
relationship between economic growth and inflation. It also clarified that there is
a co-integration between economic growth and independent variables. There is
also a statistically significant presence of the model between inflation and
economic growth with the presence of the inflation threshold at the level of 6%.
The study also recommends the monetary authorities, especially the Central Bank,
to follow a monetary policy aimed at reducing inflation rates and making them
less than the estimated threshold level, in order to maintain economic stability in
Algeria.

Keywords : inflation, economic growth, inflation threshold, ARDL
model, Alegria.
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ADF shall jlgh S Ll (2) Jseall

UNIT ROOT TEST TABLE (ADF)
At Level

LGDPPC LINF LOVERT LG
\With Constant t-Statistic -0.7722 -2.4177 -1.3033 -0.9809
Prob. 0.8125 0.1456 0.6148 0.7465

n0 n0 n0 n0
[With Constant & Trend t-Statistic -1.5582 -2.6860 -0.4913 -3.0705
Prob. 0.7855 0.2488 0.9784 0.1354

no no no no
[Without Constant & Trend t-Statistic 0.3622 -1.5950 -0.2253 1.9446
Prob. 0.7829 0.1029 0.5967 0.9853

no0 n0 no no0

At First Difference
d(LGDPPC) d(LINF) d(LOVERT) d(LG)

\With Constant t-Statistic -4.8017 -8.0010 -4.6934 -5.3205
Prob. 0.0006 0.0000 0.0008 0.0002
\With Constant & Trend t-Statistic -46762 -7.8786 -4.9760 -5.0061
Prob. 0.0042 0.0000 0.0021 0.0019
(Without Constant & Trend t-Statistic -4 7657 -8.0234 -0.6688 -47254
Prob. 0.0000 0.0000 0.4172 0.0000

RN AR nD RN
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UNIT ROOT TEST TABLE (PP)
At Level

LGDPPC LINF LOVERT LG
[With Constant t-Statistic -0.9317 -2.2617 -1.2924 -0.4969
Prob. 0.7639 0.1903 0.6199 0.8784

n0 no no no
[With Constant & Trend t-Statistic -1.9084 -2.7067 0.0560 -2.4914
Prob. 0.6253 0.2411 0.9952 0.3297

n0 no no no0
(Without Constant & Trend t-Statistic 0.2910 -1.4772 -0.1731 1.0210
Prob. 0.7635 0.1281 0.6154 0.9152

n0 no no no

At First Difference
d(LGDPPC) d(LINF) d(LOVERT) d(LG)

[With Constant t-Statistic -4.8024 -8.0010 -4 6644 -5.2184
Prob. 0.0006 0.0000 0.0008 0.0002
[With Constant & Trend t-Statistic -4.6740 -7.9823 -5.4889 -4.9562
Prob. 0.0043 0.0000 0.0006 0.0022
(Without Constant & Trend t-Statistic -4.7874 -8.0888 -4.7541 -4.7917
Prob. 0.0000 0.0000 0.0000 0.0000
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. Akaike info criterion (AIC) jludl 4ad J8 3855

Bound testygaal) mgia jLad) QG

Bound test sgaall mgia jLid) milii :(4)Jgaad)

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000
F-statistic 5.251036 10% 272 377
Kk 3 5% 3.23 435
2.5% 3.69 4.89
1% 429 5.61
Actual Sample Size 27 Finite Sample: n=35
10% 2.958 41
5% 3.615 4913
1% 5.198 6.845
Finite Sample: n=30
10% 3.008 415
5% 371 5.018
1% 5.333 7.063
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ARDL(3,2,4,2) Z s ﬁaﬁ:(S)dﬁ;}\

— e
Dependent Variable: LGDPPC
Method: ARDL
Date: 06/07/22 Time: 18:46
Sample (adjusted): 1994 2020
Included observations: 27 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): LOVERT LINF LG
Fixed regressors: C
Number of models evalulated: 500
Selected Model: ARDL(3, 2, 4, 2)

Variable Coefficient Std. Error t-Statistic Prob.*
LGDPPC(-1) 0.486724 0.228613 2.129028 0.0546
LGDPPC(-2) -0.312779 0.175652 -1.780673 0.1003
LGDPPC(-3) -0.151877 0.104008 -1.460250 0.1699

LOVERT 0.959217 0.170804 5.615903 0.0001
LOVERT(-1) -0.492603 0.209060 -2.356280 0.0363
LOVERT(-2) 0.525563 0.205819 2553518 0.0253

LINF -0.012861 0.015070 -0.853399 0.4101

LINF(-1) -0.015777 0.017418 -0.905786 0.3829

LINF(-2) 0.048763 0.014052 3.470194 0.0046

LINF(-3) 0.000469 0.017391 0.026970 0.9789

LINF(-4) 0.024537 0.015223 1.611820 0.1330

LG 1.055385 0.136855 7.711722 0.0000

LG(-1) -0.830844 0.291825 -2.847061 0.0147

LG(-2) 0.445155 0.250971 1.773732 0.1015

C -8.704697 2.372399 -3.669154 0.0032

R-squared 0.996629 Mean dependentvar 7.993737

Adjusted R-squared 0.992696 S.D. dependentvar 0.484127

S.E. of regression 0.041374 Akaike info criterion -3.232141

Sum squared resid 0.020542 Schwarz criterion -2.512231

Log likelihood 58.63390 Hannan-Quinn criter. -3.018074

F-statistic 253.4197 Durbin-Watson stat 2558702
Prob(F-statistic) 0.000000
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Levels Equation
Case 3: Unrestricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LOVERT 1.014566 0.168137 6.034160 0.0001
LINF 0.046149 0.015514 2.974708 0.0116
LG 0.684809 0.026030 26.30877 0.0000

EC = LGDPPC - (1.0146*"LOVERT + 0.0461*LINF + 0.6848*LG)
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ECM Regression
Case 3: Unrestricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
C -8.704697 1.695494  -5.134020 0.0002
D(LGDPPC(-1)) 0.464656 0.172237 2697775 0.0194
D(LGDPPC(-2)) 0.151877 0.081435 1.865001 0.0868
D(LOVERT) 0.959217 0.134630 7.124813 0.0000
D(LOVERT(-1)) -0.525563 0.155354  -3.383005 0.0054
D(LINF) -0.012861 0.011887 -1.081904 0.3006
D(LINF(-1)) -0.073769 0.017061 -4.323899 0.0010
D(LINF(-2)) -0.025006 0.016234 -1.540312 0.1494
D(LINF(-3)) -0.024537 0.011138  -2.202967 0.0479
D(LG) 1.055385 0.090291 11.68877 0.0000
D(LG(-1)) -0.445155 0.203206 -2.190659 0.0490
CointEq(-1)* -0.977933 0.190854 -5.123981 0.0003
R-squared 0.955139 Mean dependentvar 0.022377
Adjusted R-squared 0.922241 S.D. dependentvar 0.132709
S.E. of regression 0.037006 Akaike info criterion -3.454363
Sum squared resid 0.020542 Schwarz criterion -2.878435
Log likelihood 58.63390 Hannan-Quinn criter. -3.283109
F-statistic 29.03333 Durbin-Watson stat 2.558702
Prob(F-statistic) 0.000000
* p-value incompatible with t-Bounds distribution.
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Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation atup to 2 lags

F-statistic 1.912447 Prob. F(2,10) 0.1980
Obs*R-squared 7.470013 Prob. Chi-Square(2) 0.0239
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bl uilal s ae A1S8a ygag JLE31(9) Jsaal

Heteroskedasticity Test ARCH

F-statistic 0.100271 Prob. F(1,24) 0.7542
Obs*R-squared 0.108175 Prob. Chi-Square(1) 0.7422

.eviews1( cla da (et jlaall

Prob.Chi Square(2)(0.75 > 0.054c8 o)) Jaads ARCH Hjloa) PR e
Sl Ladl) on il s e iy (3 catall sl Ui Ll anle 5 0.05)
el 2 3saill b

(Bloall bl aigil) L) (5)JSad

Series: Residuals
6 Sample 1994 2020

Observations 27

w

Mean 421e-15
Median 0.001131
Maximum 0.054407
Minimum -0.064218
Std. Dev. 0.028108

Skewness -0.345313
Kurtosis 3.096129
1
.. . . .. Jarque-Bera  0.546981
0 Probability  0.760720
-0.06 0 0.00

-0.04 -0.02 0.02 0.04 0.06
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allaay) dedll 5 (0.546) <l Jaque—Bera jlodl dad ) Jaadls
sl ai Aol o (gl geaall sl Jais addes « Prob JB(0.760 > 0.05)]
- orualall

A IS G e paall 7 agail) araal gl waat AaBdle (gaa LEAS*

J<al i e kel z3salll arenal 5 aaa3 AdDle (S0 Aaua HLEAL Ak Cagus
Jsaall 8 Aiue ,LaaY) xilus RAMSEY RESET Tes jlas) aladiul, ellyy
: Sl

RAMSEY RESET TesT il gitii:(10)a3; Jsaal)

Ramsey RESET Test

Equation: UNTITLED

Omitted Variables: Squares of fitted values

Specification: LGDPPC LGDPPC(-1) LGDPPC(-2) LGDPPC(-3) LOVERT
LOVERT(-1) LOVERT(-2) LINF LINF(-1) LINF(-2) LINF(-3) LINF(-4) LG
LG(-1)LG(-2)C

Value df Probability
t-statistic 0.485775 11 0.6367
F-statistic 0.235977 (1,11) 0.6367
Likelihood ratio 0.573092 1 0.4490

.eviews]( cla ida (et jdaall

cuis Lo 13ag Prob F(0.636 > 0.05) dad o Jaadli el (10)Jsanll D& ope

el b aaiiasal) (oaile ) — il sl o 3 gail) ) ) IS AaiDlay A
: (Stability Test)z 4gaill Al bR las)*

Cilalaall alawily Jhiau) (5305 20 Ciluss gl agag e sl z3saill O e ST
by sl aSHE g sanall 5L axdiud Ja) 5jad ciladeall ae Ja) Alish
ol AN 8 dsimge Lol ity il Cilasyal ST 6 pendll

90



ALY gailly aduiaill dunuld Ay s Gl Juadl)

Clagyal S goanall JLasly Al S goandl LES) @ii(6) Jeid
s

09 10 11 12 13 14 1S 16 17 18 19 20

o

(=]

(<]

09 10 11 12 13 14 15 16 17 18 19 20

eviews] 0 cla ia i jduaall
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Mg oSl Aglaay ailigea S
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O &) Aallall 2008 Lajls adill jland Hlgd) 1987 da) (e syld Jalpy elasall
A)ay e Ussale Liaa gy e adiatl) 13€5 gail) L Aaalai) il pi ) alane
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[With Constant

\With Constant & Trend

\Without Constant & Trend

01 :('5) ‘ydl\
UNIT ROOT TEST TABLE (ADF)
At Level

LGDPPC LINF LOVERT LG
\With Constant t-Statistic -0.7722 -2.4177 -1.3033 -0.9809
Prob. 0.8125 0.1456 0.6148 0.7465

no0 n0 no n0
[With Constant & Trend t-Statistic -1.5582 -2.6860 -0.4913 -3.0705
Prob. 0.7855 0.2488 0.9784 0.1354

no no no0 no
\Without Constant & Trend t-Statistic 0.3622 -1.5950 -0.2253 1.9446
Prob. 0.7829 0.1029 0.5967 0.9853

no0 n0 n0 n0

At First Difference

d(LGDPPC) d(LINF) d(LOVERT) d(LG)
t-Statistic ~ -4.8017 -8.0010 -4.6934 -5.3205
Prob. 0.0006 0.0000 0.0008 0.0002
t-Statistic  -4.6762 -7.8786 -4.9760 -5.0061
Prob. 0.0042 0.0000 0.0021 0.0019
t-Statistic ~ -4.7657 -8.0234 -0.6688 -4.7254
Prob. 0.0000 0.0000 0.4172 0.0000

AR AR nn AR
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UNIT ROOT TEST TABLE (PP)
At Level

LGDPPC LINF LOVERT LG
\With Constant t-Statistic -0.9317 -2.2617 -1.2924 -0.4969
Prob. 0.7639 0.1903 0.6199 0.8784

n0 no no no
[With Constant & Trend t-Statistic -1.9084 -2.7067 0.0560 -2.4914
Prob. 0.6253 0.2411 0.9952 0.3297

n0 no no no0
(Without Constant & Trend t-Statistic 0.2910 -1.4772 -0.1731 1.0210
Prob. 0.7635 0.1281 0.6154 0.9152

n0 no0 n0 no

At First Difference
d(LGDPPC) d(LINF) d(LOVERT) d(LG)

With Constant t-Statistic ~ -4.8024 -8.0010 -4.6644 -5.2184
Prob. 0.0006 0.0000 0.0008 0.0002
\With Constant & Trend t-Statistic ~ -4.6740 -7.9823 -5.4889 -4.9562
Prob. 0.0043 0.0000 0.0006 0.0022
\Without Constant & Trend  t-Statistic  -4.7874 -8.0888 -4.7541 -4.7917
Prob. 0.0000 0.0000 0.0000 0.0000
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) (1)
Asymptotic: n=1000
F-statistic 5.251036 10% 272 377
k 3 5% 323 435
2.5% 3.69 4.89
1% 429 5.61
Actual Sample Size 27 Finite Sample: n=35
10% 2.958 41
5% 3.615 4913
1% 5.198 6.845
Finite Sample: n=30
10% 3.008 415
5% 371 5.018
1% 5.333 7.063
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Dependent Variable: LGDPPC
Method: ARDL
Date: 06/07/22 Time: 18:46
Sample (adjusted): 1994 2020
Included observations: 27 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): LOVERT LINF LG
Fixed regressors: C
Number of models evalulated: 500
Selected Model: ARDL(3, 2, 4, 2)

Variable Coefficient Std. Error t-Statistic Prob.*
LGDPPC(-1) 0.486724 0.228613 2.129028 0.0546
LGDPPC(-2) -0.312779 0.175652 -1.780673 0.1003
LGDPPC(-3) -0.151877 0.104008 -1.460250 0.1699

LOVERT 0.959217 0.170804 5.615903 0.0001
LOVERT(-1) -0.492603 0.209060 -2.356280 0.0363
LOVERT(-2) 0.525563 0.205819 2553518 0.0253

LINF -0.012861 0.015070 -0.853399 0.4101

LINF(-1) -0.015777 0.017418 -0.905786 0.3829

LINF(-2) 0.048763 0.014052 3.470194 0.0046

LINF(-3) 0.000469 0.017391 0.026970 0.9789

LINF(-4) 0.024537 0.015223 1.611820 0.1330

LG 1.055385 0.136855 7.711722 0.0000

LG(-1) -0.830844 0.291825 -2.847061 0.0147

LG(-2) 0.445155 0.250971 1.773732 0.1015

C -8.704697 2.372399 -3.669154 0.0032

R-squared 0.996629 Mean dependentvar 7.993737

Adjusted R-squared 0.992696 S.D. dependentvar 0.484127

S.E. of regression 0.041374 Akaike info criterion -3.232141

Sum squared resid 0.020542 Schwarz criterion -2.512231

Log likelihood 58.63390 Hannan-Quinn criter. -3.018074

F-statistic 253.4197 Durbin-Watson stat 2.558702
Prob(F-statistic) 0.000000

06 I(':é) é’cu-\

Levels Equation
Case 3: Unrestricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.

LOVERT 1.014566 0.168137 6.034160 0.0001
LINF 0.046149 0.015514 2974708 0.0116
LG 0.684809 0.026030 26.30877 0.0000

EC = LGDPPC - (1.0146*LOVERT + 0.0461*LINF + 0.6848*LG)
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ECM Regression
Case 3: Unrestricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
C -8.704697 1695494  -5.134020 0.0002
D(LGDPPC(-1)) 0.464656 0.172237 2.697775 0.0194
D(LGDPPC(-2)) 0.151877 0.081435 1.865001 0.0868
D(LOVERT) 0.959217 0.134630 7.124813 0.0000
D(LOVERT(-1)) -0.525563 0.155354  -3.383005 0.0054
D(LINF) -0.012861 0.011887 -1.081904 0.3006
D(LINF(-1)) -0.073769 0.017061 -4.323899 0.0010
D(LINF(-2)) -0.025006 0.016234 -1.540312 0.1494
D(LINF(-3)) -0.024537 0.011138  -2.202967 0.0479
D(LG) 1.055385 0.090291 11.68877 0.0000
D(LG(-1)) -0.445155 0.203206 -2.190659 0.0490
CointEq(-1)* -0.977933 0.190854 -5.123981 0.0003
R-squared 0.955139 Mean dependentvar 0.022377
Adjusted R-squared 0.922241 S.D. dependentvar 0.132709
S.E. of regression 0.037006 Akaike info criterion -3.454363
Sum squared resid 0.020542 Schwarz criterion -2.878435
Log likelihood 58.63390 Hannan-Quinn criter. -3.283109
F-statistic 29.03333 Durbin-Watson stat 2558702
Prob(F-statistic) 0.000000
* p-value incompatible with t-Bounds distribution.
08 Z(J) ‘}9&\
Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation atup to 2 lags
F-statistic 1.912447 Prob. F(2,10) 0.1980
Obs*R-squared 7.470013 Prob. Chi-Square(2) 0.0239

09 Z(.B) 3 |
Heteroskedasticity Test ARCH
F-statistic 0.100271 Prob. F(1,24) 0.7542
Obs*R-squared 0.108175 Prob. Chi-Square(1) 0.7422
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Series: Residuals
Sample 1994 2020
Observations 27

Mean 421e-15
Median 0.001131
Maximum 0.054407
Minimum -0.064218
Std. Dev. 0.028108
Skewness -0.345313
Kurtosis 3.096129

Jarque-Bera  0.546981
Probability  0.760720

11 I‘J) ‘}9&\

Ramsey RESET Test

Equation: UNTITLED

Omitted Variables: Squares of fitted values

Specification: LGDPPC LGDPPC(-1) LGDPPC(-2) LGDPPC(-3) LOVERT
LOVERT(-1) LOVERT(-2) LINF LINF(-1) LINF(-2) LINF(-3) LINF(-4) LG
LG(-1)LG(-2)C

Value df Probability
t-statistic 0.485775 1 0.6367
F-statistic 0.235977 (1,11) 0.6367
Likelihood ratio 0.573092 1 0.4490
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1950
1991
1992
1993
1954
1995
1996
1997
1938
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

GDPPC
2408,823
1731,621
1776,028
1807,297
1507,887
1452,278

1603,94
16139,758
1596,004
1588349
1765,027
1740,607
1781,829
2103381
2610,185
3113,095

3478,71
3950,513
4923,632
3883,271
4480726
5455679

5552,22
5499 587
S493,057

4177,89
3946,452
41096358
4142,019
3989,668
3306,858

INF G
16,65253
25,22639
31,66566
20,54033
29,04766
29,77963
18,67908
5,733523
4,950162
2,645511
0,2391632
4,225288
1,418302
4,263954

39618
1,382447
2,311499
3,673996
4,858591

5,73706
3,911062
4,524212
8,891451
3,254239
2,916927
4,784447
6,397695
5591116

4,26999
1,951768
2,415131

116

6,3E+10
4,32E+10
4,73E+10
5,06E+10

4,4E+10
4,29€+10
4 42E+10
4,36E+10
4,82E+10

4,6E+10
4,31E+10
4,67E+10
5,12E+10
5,81E+10

7,3E+10
7,93E+10
8,56E+10
1,05e+11
1386+11
1,38€+11

1,5e+11

1,86+11
1,92E+11
2,04E+11
2,17E+11
1,88e+11
1,83E+11
1,87E+11
1,87E+11
1,82E+11
1,62E+11

Overt
0,483807
0,527176
0,491891
0,845228
0,485844

0,55191
0,537051
0,522433
0,450945
0,509291
0,628583
0,587062
0611342
0621248
0,657014
0712786

00,7073
0,719381
0,766845
0,713243
0,698667
0,674743

0,65405
0,6e36108
0,624143
0,596951
0,559257
0,553214
0, 580655
0,518217

0,45842
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