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Abstract:  
This research paper aims to analyze the relationship between Islamic 

banking development and economic growth in Algeria in the short and long term 

for the period between 1993 and 2019 on the basis of annual data, using the 

autoregressive distributive lags (ARDL) model, where the total funding granted 

from Islamic banking side (IBF), Gross Fixed Capital Formation (GFCF), Real 

Effective Exchange Rate Index (REER), Foreign Direct Investment (FDI) and 

Consumer Price Index (CPI) as explanatory variables, and Gross Domestic Product 
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(GDP) as a dependent variable representing growth Economic: The results of the 

study showed that Islamic banking finance has a positive effect on economic 

growth in the long run. 

Keywords: Islamic Financing, Economic Growth, ARDL model, Algeria 

Jel Classification : G20, G32. 
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    ARDL              
       

       ( Y ) ( K )    ( 1, 2,…, )   
( ,1, 2,…, )  ( ARDL) 
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  

- 
  

 
GPD 
 

- CPI 
- GFCF 
- REER 
- FDI 
- ISLABASS- 

 
GDP=f (CPI, GFCF, FDI, REER, ISMBASS). 

-2 

 Unit Root Test 

-ADF (phillips PCB, 1988) 
 

 H0 
H1 
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ADF 
 Prob  Prob  
  0.0025   0.8187 

GPD 

-  0.0145   0.0014 
CPI 

  0.0    0.8232 
GFCF 

-  0.0000   0.0006 
FDI 

  0.0027   0.0283 
REER 

  0.0007   0.6605 
ISMBASS 
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(GFCF, REER, 

ISMBASS, GPD) (I)=0

(I)=1 (FDI,CPI)
 

(I)=0 (I)=(ARDL)  
 Bounds Test 

                    
             

     Bounds Test 

         H0: β1= β2=0  

(0    H1: β1≠ β2≠ 
    F-statistic      F )      

(Perasan et al )     

     (Shahbaz Muhmmad, 2008): 
-      (F)         (F)        

   )      (. 
-     (F         (F)       

   )    (. 
-     (F)                

Pesaran and al (2001)            . 
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2 Bounds Test 

F-Bounds Test Null Hypothesis: No levels relationship 

     
     Test Statistic Value Signif. I(0) I(1) 

     
          

F-statistic  7.007903 10%   2.08 3 

k 5 5%   2.39 3.38 

  2.5%   2.7 3.73 

  1%   3.06 4.15 

     

     
     

.eviews 10 

 

: K    
  F= 7.00               Pesaran and 

al (2001)               
                     

     .( ARDL) 
  
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        :(ARDL)  

  Akaike info criteria       (1, 1, 2, 0, 1, 0)
ARDL.  

 

(ARDL) 

Dependent Variable: LGDP   

Method: ARDL    

Date: 02/17/21   Time: 20:55   

Sample (adjusted): 1993 2019   

Model selection method: Akaike info criterion (AIC) 

Dynamic regressors (2 lags, automatic): LCPI LGFCF LISMBASS LREER 

        LFDI     

Fixedregressors: C   

Number of model sevalulated: 486  

SelectedModel: ARDL(1, 1, 2, 0, 1, 0)  

     
     Variable Coefficient Std. Error t-Statistic Prob.*   

     
     LGDP(-1) 0.449947 0.196672 2.287801 0.0382 

LCPI -1.870421 1.222804 -1.529616 0.1484 

LCPI(-1) 0.893325 0.622495 1.435071 0.1732 

LGFCF 0.779496 0.904142 0.862139 0.4031 

LGFCF(-1) -2.274400 1.166235 -1.950207 0.0715 

LGFCF(-2) 2.489441 0.956491 2.602680 0.0209 

LISMBASS 0.044250 0.016267 2.720318 0.0166 

LREER -0.287953 0.467143 -0.616413 0.5475 

LREER(-1) -1.159284 0.384980 -3.011285 0.0093 

LFDI 0.002293 0.016050 0.142862 0.8884 
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C -3.509938 10.40861 -0.337215 0.7410 

          CointEq(-1)* -0.550053 0.065707 -8.371322   0.0000 

     

     
     R-squared 0.991157     Meandependent var 25.37636 

Adjusted R-squared 0.984840     S.D. dependent var 0.587933 

S.E. of regression 0.072389     Akaike info criterion -2.113342 

Sumsquaredresid 0.073362     Schwarz criterion -1.577037 

Log likelihood 37.41678     Hannan-Quinn criter. -1.964594 

F-statistic 156.9149     Durbin-Watson stat 2.856969 

Prob(F-statistic) 0.000000    

     
     Short term : 

  

     
     ECM Regression 

Case 2: Restricted Constant and No Trend 

     
     Variable Coefficient Std. Error t-Statistic Prob.    

     
     D(LCPI) -1.870421 0.303218 -6.168570 0.0000 

D(LGFCF) 0.779496 0.491232 1.586819 0.1349 

D(LGFCF(-1)) -2.489441 0.527521 -4.719133 0.0003 

D(LREER) -0.287953 0.250628 -1.148927 0.2698 

     
          

ARDL Long Term equation: 
     
     Levels Equation 

Case 2: Restricted Constant and No Trend 

     
     Variable Coefficient Std. Error t-Statistic Prob.    

     
     LCPI -1.776368 1.160779 -1.530324 0.1482 

LGFCF 1.808076 0.706303 2.559914 0.0227 

LISMBASS 0.080447 0.025273 3.183074 0.0066 

LREER -2.631088 1.291311 -2.037532 0.0610 

LFDI 0.004169 0.030030 0.138815 0.8916 

C -6.381095 17.77621 -0.358968 0.7250 

     
     EC = LGDP - (-1.7764*LCPI + 1.8081*LGFCF + 0.0804*LISMBASS  -2.6311 

        *LREER + 0.0042*LFDI  -6.3811 )  
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(ECT)(-0.55 (p=0.000)5%

 
.

R2=0.99 
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