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Empirical study of the demand for money function in Algeria
during the period 1990-2017
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Abstract :

The objective of this study is to determine the relationship between the demand
function and its determinants, and the stability tests of this relationship, based on
the technique of joint integration and the CUSUM and CUSUMSQ tests. A
standard model was applied to the case of Algeria during the period 1990-2017, On
the existence of a positive relationship between GDP, inflation and demand for
money, and an inverse relationship between the exchange rate and demand for
money. The results of the stability tests also confirmed that the demand function

for money is stable at a significant level of 5%.
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Unrestricted Cointegration Rank Test (Trace)

hypothesized Eigenvalue Trace statistic Critical value Prob
0.05
None* 0.569603 58.33994 47.85613 0.0038
At mostl1* 0.498817 36.42070 29.79707 0.0075
At most2* 0.378669 18.46031 15.49471 0.0174
At most3* 0.208734 6.087142 3.841466 0.0136

Trace test indicates 4 cointegrating eqn(s) at the 0.05 level
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

hypothesized Eigenvalue Trace statistic | Critical value Prob
0.05

None 0.569603 21.91924 27.58434 0.2245

At mostl 0.498817 17.96039 21.13162 0.1313

At most2* 0.378669 12.37317 14.26460 0.0974

At most3* 0.208734 6.087142 3.841466 0.0136

Max-eigenvalue test indicates no cointegration at the 0.05 level
toh e odled Jsaall e ety
Gz )5 (H:0) aoadl dgua 8 (b 5 ) oDled Jgaall L3305l A trace S5V lal il i
vie & jide JalSTABNe agmy ol Hy Alad) dpa i) Jd s ol el (s o jidie JulS3 2 5mn 5 a2
dall e ST (58.33) @ il il YD LAY Ay suaall Al O Cus 065 dygiaa (s s
r=2 A dpa s r=1 Aol Apa il (edy led e diaali Al (i (47.85) 4aall
gy Al s Sa Lee ALl Ay i) i dgenal) A ) (8 3 by = daal I A il
e GVl Al sl o) 5 ABe ellin gl @l il (o e JalS3 A8
Aall g puall Cilay el 48y b Jleadaaly C:\yﬁl _adad 34
Jdaa gl @l EVIEWS Galjﬁ O da Aol A3alall (g sranal) Cilag el A5y e e\JiiuL.: ol JYA e
A Aslaall )

265




MECAS _id V°16/ N°1/ Juin 2020

M2
log > = —10.2343 + 0.0053inf + 1.3933gdp — 0.4569tc + €A
a1 ALy sha A ) il Al 305 =il 14 9o

t diluaal s sl () sy Jalaa el
0.0000 -7.593548 1.347772 -10.23437 C
0.8830 0.148714 0.036137 0.005374 Inf
0.0000 24.15735 0.057678 1.393350 Gdp
0.0005 -4.035472 0.113244 -0.456994 Tc

ol Y Aildae i) coal Sl i) agea () Ladli odlel Jsaall L8525l il il A e
;gj,g e gsj‘ d...a;ﬂ\ r:.? [GITEN agimﬁ\ﬂ :\g)jé.ﬂ\
ole da Al L LS5 %01 (6 sie e Aysina -0.4569 @ i sl audig e @
%] « LJ)AAS‘ R cé.u\ (ALY sgj).;a.“ aaug .\}M\ le Ll O AguSall d83al)
g alaiadsi] 4\4.1J\;J Lk ).\S\ 4\.UJAY\ Alazll Tl 3 Cua (0045.69@ datsy (fadAlin
O Aatany! ANl i Lg\ dua ge lgi )W) g 1.3933 o o .“AAY\ Sl ci\.ﬁ\ Qg e
Aagsy 3230 L)) G 001 < 3aly 3l u\ Lg\ sG.“AAY\ lall cﬁ\.ﬂ\} gl e Sk
Ay A il 381 5% La 138 5 0639.33
addle i KJ;}A l.@j‘)\j!" 0.0053 « QL\‘)JS dua ei...'éﬂ\ a..!jf GS:; RS é.d:.t:l la ‘AAJ °
965.3 Ay 330 M I (o255 01 33 o a2l e el Ak
F-statistic Prob(f-statistic)
9098.6 579.189 0.00000 0.841365

e lgistia s 3 seill 325a e U35 (R220.986) R2 23aill dalaa () o3le§ Jsaall dMA (e Loadls
el L (58l e llall) adill el 8 dlalall il (s 3l il s
68 Aiiall dpcill Lol Jlad 723 gl ing <10 (6 sina 2ic Ay gina s 9800 8o b i (Aliiuall
za55579.189 lgiedd ilS 28 F-statistique dgilaa) Ll _G'a}q.’d\ Lgionaliy ?l gﬂ\ el Jiad
S sina el Zisall O 5o il Lo Cllall 53 suiall 23 geil) il rie (s o) Al sk A83e dla G
S

‘ g8 e qullal) Al 4y ) Bl A5l 4-4
o) Brown et Al(1975) <k (7 %l CUSMSQ sCUSUM Suell il sl <) il
SCUSUM dgilioay il JSEI ()5S Lanie (88ay 3 p08el) laad¥) Cllalas] Saedl ) siuy!
Jgaall 038 B Al JSE J550 108 (50 4y sire (g g e daall agaal) Jab CUSUMSQ

JL\A.\\ u)A\.a..o.‘ js.téj\ J\)&MY\ Jl.\.\;\ c.ql.u ul;my u;gjbj\ Q.JS.H.J\ ‘bJs.u.m JJ.G c_aj_qhmj\ c
gl Je callall Alls

CUSUM _iial :3Jsad

10 - ST

-15

o4 o6 o8 oo oz o4 o6 os 10 iz 14 16

266



MECAS _id v°16/ N°1/ Juin 2020

CUSUMSQ _lial :4 Jsddl

1.4

1.2 -
1.0
0.8 -
0.6 -
0.4

0.2 -

0.0 =T

-0.24 -7

_04 T T T T T T T T T T T T T T T T T T T T T T T

(aba.q & il Caaly CUSUMSQ}CUSUM ‘535.1.@1\ el LA e sl S JDA e
\JA}‘J\J]\ n_‘jl..uu_ GSSAA ).M:.Jd\ J;}a‘}!d\‘\ubﬂ\ aﬁd\J.\L'é)smc_a\.ojaA\ u\d\é\u\)ﬂ\ k_l‘).ﬁ
k. Q_\.‘H‘ alla )\)m\ .uu loa MJ}P 44)1.;4.\5\ c_a‘}fjaq b).\ﬂ L@.J\ ?'CJ g.a‘..u.:u.d\ a).é G 6

d—’jlﬂ-“ ‘_SJAI\ a dbj é.u:‘j.“ (A}@.&A—“J “\J.JS.\]‘ aMJ‘}I\
«AL3lAd)
lgie edgia 3l Judhal a3 gé Aficiell Aipal) dpuliall Gkl Jleatiu) d4a) 4354l 008 gé Al

JM‘ Jalsall u.m.a‘..éj; :\..3.;.@.&} Q\ﬁam\ ALY z\é‘)d 2\5)4.4 63.:: el Gﬂ\} EJ;}S\ J.J.; Q\J\.ﬂ;\
da dlag el gé c...u\}j\ 4a ggday 3 gaall ‘5.‘9 il d;‘}[\ iyl Adle dsag LAY dllag
CUSUSQ sCUSUM (s JS i) Jleniady Allall 451 i) L3125 ©2017-1990 (e Lo 5 sl
Al sl b Al e 5 5
e 4.\44}\ il u\ (PP ) O w.ul.ﬁj (ADF) )SJB 65.1) bh}j\ s Gl laal c.ﬂ..u ‘—’,)GL\ -
S ‘_JLJL:} 3 48 c.ua.: \.@..:\ Gl g_a\}a.m.“ a.\@] ]}‘}U d}ﬁ-“ el al die q_gj.m.aj\ die b s
Aﬂ)l.m.“ Jalsall )Lu;\ el sal
3 .“.o;\ﬂ L.oj\ cﬂ.ﬂ\ “_n)..aj\ ):..u:) 65 Aleiell adlaoaa &= Lm\).m MalSs d.n\S.u J}s.d\ ;M\ -
(a;.:.a.d\ G‘SﬂAAY\ j;nj\ c.al.\.“ (e JS O 4\.\4\;4\ A9 Ale ‘51.0 44.»\)3]\ &_1_\5\ 28l c(a;aa.t]‘ d.\aa
_A}s.d\ le bl g (o pall jran G AuSe A83e g ¢ il 3all ~BJ}Q.J\ e bl g
Cumulative Sun Of (CUSUM) _ldal milil sy @lldy 3 e agull e Gllall alla -
asbl) dal) 83 e 3 pial) laai¥) Clelas Of e Jas Les <Recursive Residus
Cilaal (e 0268 Al aaelanal) alodind (Saell (e 43l Jssl) Sy Aidull A JMA ey AW L
b pradl) s Al o A Al Anld) <ol alodi) Sy Ll 5 ¢ i 3all 8 Agaiall dulpud)
G pall s i Al m g small 35000
1 aalal) daitd

.2009 A Axglall o g g A3 Jgiell 1o ¢ 8 pmall g g8l laiEY ) ¢ laallplay -

2002 Az Sy dzalall Clad A ge o g3l g 0 g8l Cilnliall cpae slaa -

. 20180 lae A lall Gl ) 5 gl SlasiBY) (o0 pras 2anall 22 -

1999 « il aala la ¢ juma s (535 gda) il g o ghill (il de pusla die -

‘K,,mléﬂ LLL:}.)LA\ Ol Sl ;j.;ﬂ ¢ 3\:335]\ 3._.13\..43&(\ Z\i)l'aﬂ\ gé Gl _ualas ‘O\“‘Sl L_u‘)..ﬁ\ deaa -

22010 il 3all Al daplall

267



MECAS _id v°16/ N°1/ Juin 2020

.2007
il Bl g yla edaasall 4y yaill g o jlaaall g 2 g8il) ‘Qyuj ] Gl L) ‘g_;t_'\;ll BIPPN soas Jua
.2009 ‘63331\ 3\:,\H| cOJJ‘Y\ $¢,D}ﬂ\}

Gadkal)
& sidiall JalSall uils ga Liial 11 g0

Date: 07/29/19 Time: 14:36

Sample (adjusted): 1992 2017

Included observations: 26 after adjustments
Trend assumption: Linear deterministic trend
Series: LM2 LGDP LTC LINF

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.569603 58.33994 47.85613 0.0038

At most 1 * 0.498817 36.42070 29.79707 0.0075

At most 2 * 0.378669 18.46031 15.49471 0.0174

At most 3 * 0.208734 6.087142 3.841466 0.0136

Trace test indicates 4 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.569603 21.91924 27.58434 0.2245
At most 1 0.498817 17.96039 21.13162 0.1313
At most 2 0.378669 12.37317 14.26460 0.0974
At most 3 * 0.208734 6.087142 3.841466 0.0136

Max-eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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