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Abstract: This paper provides an empirical investigation and analysis of how
inflationary pressures dynamics affect the real consumption expenditure of Algerian
households. The study employs a multivariate cointegration analysis framework and
the VECMs approach, based on annual time series data covering the period (1970-
2024). The empirical findings establish a strong inverse relationship —in the long
run- between real consumption expenditure and inflation. Furthermore, it was
evident that short-term fluctuations in real consumption expenditure are preceded by
episodic inflationary bouts. Moreover, the “Impulse response Functions (IRF)”
outcomes reveal that unexpected price surges trigger accelerated contractionary
responses in real spending on consumption across various time horizons.
Meanwhile, the analysis of real consumption expenditure dynamics —via Forecast
Error Variance Decomposition (FEVD)- concluded that price volatility represents a
prominent driver of consumption expenditure, particularly over medium term.
Keywords: Algeria; Consumption Patterns; Inflationary Pressures;
Consumption Expenditure; VECMs Approach.
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-2,93 -1,94 -5,89 3,25 P=0 P=0 LRGDPPC
B)-E-LHM

DOI 10.58205/tber.v10i3.2154 2026 pioiiw 3 aasdl (10 alaall



[V R dLo.cSII 9 Jlodl alallal dlao

Je¥l 3,4l
A1)
"LRM2"

8ydiua
Jo¥1 gl
a(1)
"LRGEXP"
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iy Ho B iyall (b (e o linll i 5aud ¢ el § Aoyl Lindas 3945 "ADF - L3l
0sS J) bl (DLRGEXP :DLRM2 (DLRGDPPC .DLRHCEXP DLCPI il skl <l Jo¥1 39,40
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(Johansen, 1988, 1991) 4;lis 349 (el il JolSl Loy gall sl il allas g Las| I (0
Ay Wi uay [(Max-eigenvalue Test) (wlaall 261401 dagall jlas 1y ((Trace Test) [5¥1 Las|]
Ll asyl lall e slexe¥l lasy) Adee § a0t wll VAR 350l (oo (sUas¥l) sl
(JU 2 Jouzl” Laydad mlall sl milis [(Informations Criteria) cilsglall sulas] bl
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plast) ol yaal JEall VAR 7350l fasss as (el days syaes ulas .2 Jgud!

VAR Lag Order Selection Criteria

Endogenous variables: LRGEXP LRM2 LCPI LRGDPPC LRHCEXP
Exogenous variables: C

Date: 04/02/26 Time: 00:22

Sample: 1970 2024

Includea observatons: 51

Lag LogL LR FPE AIC SC HQ
0 117.6464 NA 8.30e-09 -4.417504 -4.228110 -4.345121
1 480.6553 640.6040 1.46e-14 -17.67276 -16.53639" -17.23852
2 520.9201 63.16048" 8.27e-15" -18.27138 -16.18804 -17.47527*
3 547.6221 36.64985 8.34e-15 -18.33812 -15.30781 -17.18015
4 5737413 30.72846 9.27e-15 -18.38201* -14.40473 -16.86217

* indicates laq order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akalke information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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alyll 1

.(Max-eigenvalue Test) wlaall 45110) dagall jLas |y (Trace Test) J3¥1 jLas | cils s .3 Jouzl!

Date: 04/02/26 Time: 01:17

Sample (adjusted):. 1973 2024

Included observations: 52 after adjustments

Trend assumption: No deterministic trend (restricted constant)
Series: LRGEXP LRM2 LCPI LRGDPPC LRHCEXP

Lags interval (in first differences). 1to 2

Hypothesized Trace S Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None ** 0.533213 116.5691 76.07 84 .45
At most 1 ** 0.451553 76.95123 53.12 60.16
At most2 ** 0.367627 45.71666 3491 41.07
Atmost3* 0.307503 21.88635 19.96 24 60
At most 4 0.052037 2.778891 924 12.97

Trace test indicates 4 cointegrating equation(s) atthe 5% level
Trace testindicates 3 cointegrating equation(s) atthe 1% level
*(**) denotes rejection of the hypothesis atthe 5%(1%) level

Hypothesized Max-Eigen 5 Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None * 0.533213 39.61790 34.40 39.79
Atmost1* 0.451553 31.23457 28.14 3324
Atmost2* 0.367627 23.83031 22.00 26.81 f‘a 1 p
Atmost3 " 0.307503 19.10746 15.67 20.20 e
At most 4 0.052037 2.778891 924 12.97 223

Max-eigenvalue test indicates 4 cointegrating equation(s) atthe 5% level
Max-eigenvalue test indicates no cointegration at the 1% level
*(**) denotes rejection of the hypothesis atthe 5%(19%) level

"EViews12” Sl y5ee 1 yusall

~obaall sl Aaal jLasl"s MTrace Test - 3¥1 jLas!" ol e J.n__mi (Sl Lmls e
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O3l5 SlEMe s92g ) @lasll sda 4 i3.5% dsgine Goiun dic (At most 4) ASYI e (le
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e ol AT JolSal Lok Ay Lo oy S Alonlly Laid ins sl 31a Bago— 43L5 (1990
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LRHCEXP (e dtigud ay « ol Al JolSall (A85e) §lads s Bulac cilayind 4 oz

Date: 04/02/26 Time: 02:36
Sample (adjusted): 1973 2024
Included observations: 52 after adjustments

1 Cointegrating Equation(s) Log likelihood 518.6870
Normalized cointegrating coefficients (Standard errors in ( ) & t-statistics in [ ])
LRHCEXP LCPI LRGDPPC LRM2 LRGEXP C
1.000000 2240942 -1.972603 2.260062 -1.556768 -9.178595
(0.02241) (0.21833) (0.03630) (0.07115) (1.69526)
[10.7994] [5.38030] [-6.88794] [-16.8004] [-3.5023]

JEViews12" &ils e ¢ yiual |

"4 Jouzdl" § Aniosll st Alee cilayid @yt AL

LRHCEXP =9,17 - 2,24 LCPI + 1,97 LRGDPPC - 2,26 RM2 + 1,55 LRGEXP ....(1)
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3k byl sg2g ) @il gadd o - Jlsil) e (2,26%) 5 (2,24%) — Haa5 =¥ daey Bagix]l
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Variance Decomposition of LRHCEXP:

Period SE LRGEXP LRM2 LCPI LRGDFPC LRHCEXP
1 0.031995 16.3287T1 9 666695 1400902 12.21854 47.77702
2 0.051315 23.66632 14.20192 14.62897 1229393 35.17886
3 0.076158 2299556 24.03453 21.65012 13.35855 17.96122
4 0.098712 2231979 2592834 2441761 14 33672 12.99753
5 0.120378 2310747 30.21797 22 57857 14 47657 9619415
[ 0.143369 2410077 33.89595 19.96297 14.06043 7979881
f 0.166631 2473960 30.22261 18.72280 13.69203 1322995
8 0.189081 25.83561 35.81926 17.92366 13.65188 6.769584
9 0210724 26.91279 36.09570 17.07253 13.80479 G6.114187
10 0.231781 27.58962 36.73540 16.23087 13.88334 5.560772

Cholesky Ordenng: LRGEXP LRM2 LCPI LRGDPFC LRHCEXP
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