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Abstract:

This study aimed to investigate the impact of the interest rate threshold
on economic growth in Algeria, emphasizing that identifying this threshold
assists governments in crafting monetary policies that target the interest rate to
stimulate economic growth. The study revealed two key thresholds: one at
7.08% and another at 13.33%, along with three distinct systems for
interpreting economic growth in relation to the interest rate. The first system,
set at a threshold not exceeding 7.08%, was found to be ineffective in
stimulating growth. The second system, positioned between the two
thresholds, demonstrated a positive impact of the interest rate on economic
growth, the third system, where the interest rate surpasses 13.33%, showed an
inverse relationship with economic growth. The study recommended enacting
legislation to liberalize the interest rate to foster growth in the Algerian
economy. Additionally, monetary authorities should determine and target
optimal interest rate levels to boost growth rates.

Keywords: Interest rate ,Economic growth, Interest rate threshold,
Monetary policy.
JEL Classification Codes:E52 , E430,E01
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Multiple threshold tests
Thresholdvariable: I
Threshold varying variables: I DLOG(CPI)

Sequential F-statistic determined thresholds: 2

Scaled Critical
Threshold Test F-statistic F-statistic Value**

Owvs. 1% 48.55383 97.10766 11.47
1vs. 2% 6.715755 13.43151 12.95
2vs. 3 1.343210 2.686421 14.03

* Significant at the 0.05 level.
** Bai-Perron (Econometric Journal, 2003) critical values.

Thresholdvalues:
Sequet Reparti
1 13.33987 7.082635
2 7.082635 13.33987
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DependentVariable: D(LGDPR)

Variable Coefficient Std. Error t-Statistic Prob.

[<7.082635 -- 20 obs

I -0.001200  0.000630 -1.904106 0.0701
DLOG(CPI) 0.174221 0.065885 2.644298 0.0148

7.082635 <=1<13.33987 -- 4 obs

I 0.005348 0.001740 3.073061 0.0056
DLOG(CPI) -0.447580  0.210509 -2.126180 0.0450

13.33987 <=1-- 4 obs

I -0.011448 0.001068 -10.72304 0.0000
DLOG(CPI) 3.676712  0.543221 6.768355 0.0000
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Wald Test:
Equation: EQO1

Test

Statistic Value df Probability
F-statistic 8.347602 (3,22) 0.0007
Chi-square 25.04280 3 0.0000

Null Hypothesis: C(1)=0, C(2)=0, C(3)=0
NullHypothesisSummary:

Normalized Restriction (= 0) Value Std. Err.

C(1) -0.001200  0.000630
C(2) 0.174221 0.065885
C@3) 0.005348 0.001740

Restrictions are linear in coefficients.
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