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Abstract: The objective of this study is to measure the effect of financial liberalization in
its various aspects on economic growth in Algeria during the period of 1990 to 2016,
using the autoregressive distributed lag (ARDL) cointegration technique and to determine
the direction of the causal relationship between the variables using the Toda and
Yamamato approach.
The results showed that the financial liberalization policy adopted in Algeria did not have
any positive effect on the growth rates achieved. It was also found that some indicators of
financial liberalization, both internal and external, had no effect, in addition to a weakand
one-way causal relationship from variable interest rate to economic growth. Hence the
weak impact of the policy of financial liberalization is mainly due to the lack of
compliance with the conditions and requirements of the success of this policy. Therefore,
Algeria has to make more efforts and reforms in order to activate the role of the financial
sector and make it one of the most important sectors that stimulate economic growth.
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KAOPEN 1.87E+11 1.27E+11 1.463798 0.1814

FDI 1.632434 0.975055 1.674197 0.1326
TRAD -0.312840 0.111524 -2.805147 0.0230
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k dx  Dependent variable Excluded Chi-sq df Prob.
RGDP RITR 3.207789 1 0.0733
1 1 RITR RGDP 0.775581 1 0.3785
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(Bounds Test) 3941 szt :(01) o3y g

ARDL Bounds Test
Included observations: 25

Test Statistic Value K
F-statistic 6.685715 6
Critical Value Bounds
Significance 10 Bound 11 Bound
10% 2.12 3.23
5% 2.45 3.61
2.5% 2.75 3.99
1% 3.15 4.43
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ARDL Error Correction Regression

Dependent Variable: D(GPDR)
Selected Model: ARDL(Z, 2, 1,0, 2, 2, 2) / Included observations: 25

Variable Coefficient Std.Error t-Statistic Prob.*
C 22.67285 2.429896 9.330789 0.0000
D(DCPS) -0.40924 0.058777 -6.962583 0.0001
D(DCPS(-1)) 0.183587 0.025427 7.220268 0.0001
D(DEEP) -0.098462 0.045424 -2.167641 0.0620
D(KAOPEN) 1.30E+12 1.90E+11 0.000000 0.0000
D(KAOPEN(-1)) 2.46E+11 1.46E+11 0.000000 0.0000
D(FDI) 1.340833 0.403353 3.324216 0.0105
D(FDI(-1)) 1.718385 0.388945 4.418073 0.0022
D(TRAD) -0.111136 0.054058 -2.055888 0.0738
D(TRAD(-1)) 0.41851 0.064669 6.471586 0.0002
CointEq(-1)* -1.442998 0.15945 -9.049862 0.0000
R-squared 0.926114 Mean dependent var 0.200797
Adjusted R-squared 0.873338 S.D. dependentvar 2.266448
S.E. of regression 0.806621 Akaike info criterion 2.708257
Sum squared resid 9.108935 Schwarz criterion 3.244562
Log likelihood -22.85321 Hannan-Quinn criter. 2.857005
F-statistic 17.54800 Durbin-Watson stat 2.375462
Prob(F-statistic) 0.000003
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