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The Impact of Financial Liberalization on Financial Development
in Algeria: using ARDL methodology.
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Abstract: This study attempts to examine the impact of financial liberalzation on
financial development and show the role of institutional quality in this relationship
Algeria case study during the period 1990 to 2011, This analysis is based on the bound
testing approach or the autoregressive distributed lag (ARDL) given by Pesaran, et al.
(2001). The empirical results show that the interaction between financial liberalization
and institutional environment have a negatif impact on financial development, this result
insist about more financial and institutional reforms aim to contribute in development of
financial system.
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~4.767303(4)™* -4.615063(2)*** -1.857322(0) -1.200403(2) (1) INF
-3.775080(2)"* ~3.854080(2)*** ~1.663490(0) -1.696281(1) (1) IQ
-13.61188(16)™  -10.26638(19)*** -3.468015(4) -1.422453(11)  I(1) FDI
- - ~15.75669(20)* ** ~4.83236 10) FD
(0)*+*
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ARDL 34 puis il :06 Jgust

Dependent Variable: Fl

Method: ARDL |

Date: 12/31/18 Time:12:17

Sample (adjusted): 1992 2016

Included observations: 25 after adjustments

Maximum dependentlags: 2 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamicregressors (2 lags, automatic): FLIFLIIQI GDPG INF TR FDI

Fixed regressors:C |

Numberofmodels evalulated: 1458

Selected Model: ARDL(1, 0,0, 2, 2,2, 1)

Variable Coefficient | Std. Error t-Statistic Prob.*
FI(-1) -0.687558 0.190980 -3.600147 0.0048
FLI -0.008998 0.002168 -4.149834 0.0020
FLIQI -0.000759 0.000203 -3.733830 0.0039
GDPG 0.003499 0.000993 3.524684 0.0055
GDPG(-1) -4.93E-05 0.001115 -0.044232 0.9656
GDPG(-2) -0.003376 0.001018 -3.315996 0.0078
INF 0.000365 0.000430 0.848931 0.4158
INF(-1) -0.001975 0.000409 -4.824870 0.0007
INF(-2) 0.000350 0.000379 0.922534 0.3780
TR 0.001329 0.000584 2.276123 0.0461
TR(-1) -0.000149 0.000617 -0.241825 0.8138
TR(-2) 0.002214 0.000681 3.250616 0.0087
FDI -0.004183 0.004523 -0.924858 0.3768
FDI(-1) -0.030448 0.005849 -5.205569 0.0004
C 0.389831 0.079654 4.894058 0.0006
R-squared 0.922897 Mean dependentvar 0.277886
Adjusted R-squared 0.814953 S.D. dependentvar 0.014288
S.E. of regression 0.006146 Akaike info criterion -7.062201
Sum squaredresid 0.000378 Schwarz criterion -6.330875
Log likelihood 103.2775 Hannan-Quinn criter. -6.859362
F-statistic 8.549768 Durbin-Watson stat 1.739560
Prob(F -statistic) 0.000847 |

Eviews10 meby ol Jo slazsl 1ol
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Levels Equation
Case 2: Restricted Constantand No Trend

Variable Coefficient Std. Error t-Statistic Prob.
FLI -0.005332 0.001254 -4.252966 0.0017
FLIIQI -0.000450 0.000122 -3.694446 0.0041
GDPG 4.32E-05 0.001078 0.040105 0.9688
INF -0.000747 0.000251 -2.976934 0.0139
TR 0.002011 0.000534 3.766508 0.0037
FDI -0.020522 0.004788 -4.286538 0.0016
C 0.231003 0.034686 6.659876 0.0001

EC = FI - (-0.0053*FLI -0.0004*FLIIQI + 0.0000*GDPG -0.0007*INF+ 0.0020
*TR -0.0205*FDI+ 0.2310) |

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000

F-statistic 13.82898 10% 1.99 2.94
K 6 5% 2.27 3.28
2.5% 2.55 3.61

1% 2.88 3.99

Finite Sample:

Actual Sample Size 25 n=30
10% 2.334 3.515
5% 2.794 4.148
1% 3.976 5.691

Eviews10 ziby olr 2 e stazsl @ 0l
Pk b VAl B pum s e IARDL daegdl Wy fyglal) oY) SMslas s
sl e W g QW ol Qb g ¢ 00T g e (gsimny gl 50 QW ol 25 @
Byl 2 Al gl 3LiSy Blb o w301 3 paled b1 (3 LW ol Bl OF o 30 3 U
Bl Lol ¢ Lol ) e Dy il G Ol ) L) s 5 Laalss ) e cold ST 3 g1
9 g2y Ba8 N1 gren die Syimny o Blegll il 5 QW ol Jelid) o
RS A PAVIPI VISP PR SICS PSP [ RUC I RS O N PR CYUINCE & W N SV
bl e sl S Sled e QWL g ¢ @ aslan sl i) Gano J o Lo s L 5 L4
WY CPEN PIRCW- S HI U FWRIC I ISV VR S PEVES T W B Y5 DAV g N
M AL T e Wl S s 5 < %090 1180 52 e s &l
Hlal dot wad) gaie ¢ Y01 (g ke (syine 5 AL 3L81 Lot oL g1 L) paze @
et Y i) S¥oee gLl OV (il Y1 ae gt s 5 ¢ Y05 (st dis (Spine 5 L
il Sl 1.5 5 (Ui %0 2.5) JlsVl s atiear ol o gl V) oVaee 0 ¢ ls5Y)

D01 st dic Soinn g airge 3L81 Lo lndl AriiV) 250 ¢ uieiad) gl )Y Beo e 18 S Vikas



211 2019 s 3 sl 004 meslesv] Sadin)e

oo W oladt e Ll sl 3 el ()land) iVl Bol; OY (g lad) SN ae silsn Vs

o IS dexas OY S Al e il Ll s o e bl o @l Slhes s

N i U SURY S RCVE N W RCH PR U V3 S (RPN TVRR NP

SV Sl i oy 2 e

e d s o QW skl e U g U 52 dnlew O) o g el ) kST LWL
gl @ Glam sl LY Gz J1 BLOYL QW plad) ghas (3 oales ekl QW) o) 2l O
aflan gl 5 AL S-S e il pilaey Loty (MU plld) obes e i s g QU plladl
5 JWplad A3l U BLoYU ¢ dalall Seull daseaz plas¥l s e ¢ QW pladl ek s
Tl 2555 5 25 A ol Josadll oo st ¢ QU il el o) B m il IS a0l 5 (30l
Slogkall 52U 516l o (3 oz g 5 o ) Laygs M bl gl oL3 3 ¢ Rts g ebor Gl o
o sl ol n Sleglalt BU e Ko e Jebid) Ous LdE 5 alazna) el Jo
SNV ket bl S sam 5 (o3lasYl sodl n el oV ne 3 o2 B ol s
3Ly

;8-

—1990 s I3 11 3 I alat) gk (3 Gl sl) SN g QU ) 5T 2l odis s
G nd) Bl ks (ARDL) ae ol 2 olgomdld Gl a1 2596 dmgin canitiznly (2016
9 Sl s Y1 g Wl ey QW pladl gl o W 3B QU sl dls OF 0
oAl daaall QW el dslew OF e Jay Ma 5 ¢ g3 gt U abla gl bl e Wl 3T =Y
s e pag s g0 QW pladll 4 Loty ) sl sl Y Can ) 23LYL QU plad skas (3
C W ) ks G Al sh1 g AU S-SV e 3 ik Lo Viay LU pUsd

et b A
el " 3l plhadll (3 OV s g eV lage ks " (2011) BIY as L @
A44-26 0 2011 jeess L3l ol — gls) 5 & sLasl
B3 s V) o e sl el 52 ST (2009) Ll #Yo 3 8y ce Oy x @
b g oSl el plad) a8l JUN Jladly deal 3 AW ae ) Jem gl Lol aellh L sk AUk
2009 N05\6 =5 ¢ s34 ¢ bl e (ke oo~ aaldhl S ) psheg Brsliani¥l o shall 287
24-2 . -



212 2019 pewss 3 ol 08 meslesv] Slii)e

20116 gl s s 1l " Eviews plascat gobas¥l ) olwlul' daz e syl @

Al DU (3 b sl 22 g Roldznd) deesdlc Dl " (2013) ol e 008 9 da (Sl (5550 @

ISSN-) gl saadl = e el Wl ¢ aalias¥) Slulend) g deadiale " s Al aul)s Jy b
61-7 - (1561-0411

e Abdul Adiad and Ashoka Mody, (2003) “financial reforms: What shakes it? What
shapes it? "IMF working paper WP/03/70.

e Badi H Baltagi, Panicos O Demetriades and Siong Hook Law (2007) “financial
development, Openness and Institutions: Evidence from Panel data “ Working
paper series ISSN 1749-8279.”

e Berthélemy and Bentahar (2004)” financial reforms and financial development in
Arab countries”, Journal of development and Economic policies, Volume 7-N°-
1,pp 33-69.

e Frederic S Mishkin (2009) “Globalization and financial development”Journal of
development Economics 89(2009) 164-169.

e Jbili Enders , and Treichel (1997)"financial sector reforms in Algeria ,Morocco,
and Tunisia : A preliminary Assessment “ IMF Working papers 91/81.

e M.Nagy Eltony (2003) “Quantitative Measures of financial sector reform i the
Arab  countries “ Arab Planning Institute Kuwait .

e Meliani Hakim (2003) “ The impact of financial reform on development of
industry in Algeria “Revue des Sciences Economiques et de Gestion N°2 pp 19-
33.

e Pesaran, M.H., Y. Shin., and Smith R. (2001), Bounds testing approaches to the
analysis of level relationships, Journal of Applied Econometrics, 16, 289-326.

e Siong Hook Law and W.N.W.Azman —Saini (2008) “the quality of institutions
and financial development” MPRA Paper N°.12107, Online at http//mpra.ub.uni-
muenchen.de/12107/ .

e Thierry Tressel and Emrica Detragiache (2008) “Do financial sector reforms lead
to financial development? Evidence from anew dataset”, IMF working paper WP
/08/265.

e Yasmina GHANEM « le développement du systéme bancaire en Algérie : Essai
d’évaluation de son Impact sur le secteur privé » colloque international Algérie :
Cinquante ans d’expériences de développemnt Etat — Economie — Societé ppl-
17.

e http://data.imf.org/?sk=F8032E80-B36C-43B1-AC26-493C5B1CD33B

¢ https://databank.worldbank.org/data/source/world-development- indicators .

o hitps//www.imf.org/len/Publications/WP/Issues/2016/12/31/A-New-Database-
of-Financial-Reforms-22485



213

(2019 aess 3o ol cas\e3v Aadine

ARDL Error Correction Regression
Dependent Variable: D(FI)

Selected Model: ARDL(1, 0, 0, 2, 2, 2, 1)
Case 2: Restricted Constantand No Trend
Date: 12/31/18 Time: 12:26

Sample: 1990 2016

Included observations: 25

ECM Regression
Case 2: Restricted Constantand No Trend

Variable Coefficient Std. Error t-Statistic
D(GDPG) 0.003499 0.000543 6.446038
D(GDPG(-1)) 0.003376 0.000620 5.446856
D(INF) 0.000365 0.000213 1.712228
D(INF(-1)) -0.000350 0.000198 -1.769554
D(TR) 0.001329 0.000237 5.606567
D(TR(-1)) -0.002214 0.000315 -7.024377
D(FDI) -0.004183 0.002069 -2.021597
CointEq(-1)* -1.687558 0.123054 -13.71401
R-squared 0.937230 Mean dependentvar
Adjusted R-squared 0.911383 S.D. dependentvar
S.E of regression 0.004714 Akaike info criterion
Sum squared resid 0.000378 Schw arz criterion
Log likelihood 103.2775 Hannan-Quinn criter.
Durbin-Watson stat 1.739560
* p-value incompatible w ith t-Bounds distribution.
F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. I(0)
F-statistic 13.82898 10% 1.99
k 6 5% 2.27
2.5% 2.55
1% 2.88
Heteroskedasticity Test: Breusch-Pagan-Godfrey
F-statistic 0.470543 Prob. F(14,10) 0.9041
Obs*R-squared 9.928506 Prob. Chi-Square(14) 0.7674
Scaled explained SS 0.825584 Prob. Chi-Square(14) 1.0000
Test Equation:
Dependent Variable: RESID'2
Method: Least Squares
Date: 12/31/18 Time: 12:42
Sample: 1992 2016
Included observations: 25
Variable Coefficient Std. Error t-Statistic Prob.
C 0.000184 0.000245 0.750622 0.4702
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FI(-1) -0.000557 0.000588 -0.947024 0.3659
FLI -8.19E-07 6.67E-06 -0.122815 0.9047
FLIQI -5.73E-08 6.25E-07 -0.091552 0.9289
GDPG 7.09E-07 3.05E-06 0.232125 0.8211
GDPG(-1) 1.76E-06 3.43E-06 0.512904 0.6192
GDPG(-2) -1.82E-06 3.13E-06 -0.581563 0.5737
INF 1.28E-06 1.32E-06 0.967546 0.3561
INF(-1) -9.09E-07 1.26E-06 -0.721538 0.4871
INF(-2) -1.29E-06 1.17E-06 -1.106571 0.2944
TR -9.22E-07 1.80E-06 -0.513314 0.6189
TR(-1) -5.07E-07 1.90E-06 -0.266701 0.7951
TR(-2) 1.57E-06 2.10E-06 0.751131 0.4699
FDI -4.54E-06 1.39E-05 -0.326263 0.7510
FDI(-1) -3.43E-06 1.80E-05 -0.190428 0.8528
R-squared 0.397140 Mean dependentvar 1.51E-05
Adjusted R-squared -0.446863 S.D. dependentvar 1.57E-05
S.E. of regression 1.89E-05 Akaike info criterion -18.62970
Sum squared resid 3.58E-09 Schw arz criterion -17.89837
Log likelihood 247.8712 Hannan-Quinn criter. -18.42686
F-statistic 0.470543 Durbin-Watson stat 2.479625
Prob(F-statistic) 0.904113
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