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A standard study of the impact of fiscal and monetary policies on external
balance in Algeria 1990-2018
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Abstract:

The study aims to measure the impact of fiscal and monetary policies on
Algeria's external balance during the period 1990-2018, Based on the ARDL
methodology, the model was estimated in two formats: The first includes public
expenditure; the second includes general income as a financial policy indicator.

The study found that in the long run fiscal policy is relatively effective in
influencing the external balance, while monetary policy is ineffective in
influencing the external balance according to the prototype. It is less effective than
the impact of fiscal policy on the external balance according to the second

version.
Keywords: Fiscal policy; Monetary policy; External balance; ARDL model.
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Breusch- Godfrey Serial Correlation LM~ JLis) 0 JS e aldie Y 2
(Godfrey, " Godfrey" s (Breusch, 1978) " Breusch" J# (s ¢ siall Test
" J8 (e 8l Heteroskedasticity Test ARCH _Lisly 1978 4w 1978)
" J8 ezl Ramsey Reset Test Jkisls 1982 4w (Engle, 1982) "Engle
Jsanll &3 Eviews10 zlp alaiuls 1969 4is (Ramsey, 1969) "Ramsey
A sal) Jsanll s A gall il e
dpaddnl) ¢ LAY @il 16 Jgaad)

dpadial) ¢ jLady) zisalll dipa
Ramsey ARCH BG
P-Val F- Stat P-Val | Chi-Sq (1) P-Val Chi-Sq
()

0.6514 | 0.225871 | 0.7987 | 0.065047 0.0880 | 4.860605 | As¥!dsual

0.7305 | 0.128533 | 0.5334 | 0.387906 0.0015 | 13.04124 | &40 dzpall

Eviews10 G.Au)g Gla yiiue e a\.d::‘z{l_.\ cpiald) dlae ) a1 glaal)
Chi-Sq, F- oxbeany) el Jiall Juia¥) o 6 Jgaad) JMA (ye Laadl
SILERY) mea Ay zisall e il IV ol G35 Lsesdl Stat
Lt 3 5al) (pe Al Bipall laele €905 2 sina (s siane e (.05 (o ST il
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138 A 4 gundll Chi-Sq Asibas) dadl Jiaall Jwia¥) ¢S il BG s (ady
0.05 e J sy

Aha (o JoY) dapeall 385 Fisall iy ABEN aoal) dpa b Jii 4o
zasalll A sdall Wadll aa ol Cliys (BG JLadY Ll Ludodll Ll Y
) Jall daays ARCH LAY daally 40l IV oall 385 i)
Gis b .Ramsey LAY Lol dgllls ) Gepall Gi5 zlaaill B ardiol)
obealoil) ol Y1 IS (e A Akl (3 5 Ausl Jall 23 g iy
sl Al 773 g cilalaal AdSagd) A ) SEELY) ol LA -

CUSUM, CUSUM of Squares sithas) of 3 Galal A (e Jaady
(Brown et al, "R. L. Brown & J. Durbin & J. M. Evans " J# (s (s yisall
5aall Jaly by A5 V) Cpral) 385 Aulall 23 5al 1975 diw 1975)
05 4 sina (5 sise die da )

Y Oaall Gis pisadl) 3 Llaly )l s Gl b e Jaie
Jashall s el la ¥ ilis G A
)l 73 gad il il Judai 4.3

Al ool e dpaiall y i) i) e 4 i) JEY) e dal o
Jashall s yuadll cpla¥) Clalee o il Jolad i Jyshally juadl) culalyl
(2)5 (1) o Opilabaally e ynall 5 Al 5 A5V Giiaall (385 A jall 3 gl

<) al) C.UA.\S onalll Jal) Cilalaa a8 gk Jalasi -
;‘53\‘9.43\ Jsaall ‘_g daia gl @\lﬂ\ e Jsanll A Eviews10 G’AUJ" e\dilm\.)
mall) Ja¥) Cilalaa a8 b 17 Jsaad)

ARDL Error Correction Regression ARDL Error Correction Regression

Dependent Variable: D(BP) G e Dependent Variable: D(BP) T ey e
Selected Model: ARDL(1, 6, 6) ) ddpal) Selected Model: ARDL(1, 3, 7) ALl ddpal)
Case 2: Restricted Constant and No Trend Case 2: Restricted Constant and No Tren:

Date: 04/24120 Time: 18:02 Date: 04127120 Time: 1455

Sample: 1990 2018 Sample: 1990 2018

Included observations: 23 Included observations: 22

ECM Regression

Case 2: Restricted Constant and No Trend ECM Regreasion

Case 2: Restricted Constant and No Trend

Variable Coefficient ~ Std.Error  t-Statistic ~ Prob. - = —
Variable Coefficient ~ Std.Error ~ t-Statistic ~ Prob.
D(LM2) 1516631 2625441 5776671  0.0007
D(LM2(-1)) 2020496 21.14154  -0.959957  0.3691 D(LM2) 4434596 2505715 1769792 0.1147
D(LM2(-2)) 2462479 19.92182  -0.123607  0.9051 D(LM2(-1)) 56.36952 3122441 1805303  0.1087
D(LM2(-3)) 8790994  18.95211 -0.463853  0.6568 D(LM2(-2)) 4932246 2867630 1719973  0.1238
D(LM2(-4)) 4742256 2142658 -2213258  0.0625 D(LRG) 1544166 1171802 1317770 02241
D(LM2(-5)) 2658780 2145924 -1238991  0.2553 D(LRG(-1)) 5550511 1810940 -3.069959  0.0153
D(LDG) 4181861 1432197 2919893  0.0223 D(LRG(-2)) -6410790 1542888 -4.155060  0.0032
D(LDG(-1)) 1025977  30.82254 3328658  0.0126 D(LRG(-3)) 4351223 1527377 2848820  0.0215
gitggg;g 232;2;8 iiééigi ggg?g?g ggggg D(LRG(-4)) 5169252 12.08644  -3.980498  0.0041
DLDCCd) oo iiosen Sonsd  obins D(LRG(-5)) 8332506 1059904 -0786165  (0.4544
D(LDG(-5)) 4640547 1245073 3727127  0.0074 DLRGCE) e oMl eaie DI
ConEqA) Domitee (oanin Boototh  DHOd CointEq(-1) 0736242 0154378 -4760082  0.0014
R-squared 0.857364 Mean dependentvar -0.413043 R-_squared 0817160 ~ Mean dependentvar -0.624001
Adjusted R-squared 0686201 SD. dependentvar 10514855 Adusted R-squared 0.650941  S.D. dependent var 10.71200
SE. of regression 5800009 Akaike info criterion £.681918 SE. of regression 6328777  Akaike info criterion 6.834044
Sum squared resid 346.9221 Schwarz criterion 7323719 Sum squared resid 440.5876  Schwarz criterion 7.380465
Log likelihood -63.84205 Hannan-Quinn criter. 6.843329 Log likelihood -64.18438 Hannan-Quinncriter.  6.963452

Durbin-Watson stat 2397963 Durbin-Watson stat 2661775
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Jashall Ja¥) A 43l sil) atadd ¢ o) ol dad s el A 18 L Ly 8 A (e
) CJ}AJ\UALA}Y\:\M\%BSJ
Gy Ao (sgima e g ) il Ll LRG Bosaiall dliee ) dubaad) ol -
) A8y JIAY, 5 A sina (5 ste die (5 sina s (ol S5t 5l DAY 5 4 sina
PENSIEN S| g LD N I N BN L”5\}_5 5l Jae e - Adlasall
Abd) Cpa 8 23 salll (e AN Axpall 335 suadll JaY) 8 BP 5_ially (e
A% 5 Asine (5 shue Yo (5 gina ey o) Sl Leal LM 3 el lias 4yl
@8y suaill Ja¥) 3 BP 3l Jiae o jal)l o3l e dihagall <l ) gpes
O & W a3l e LAl Lgapmial o el Ja¥) slhdl (30 0736242 0 -
DT ey e ggaall o)) el sy asa )l o of ¢(2) Aaleall 8 Jyshall Ja1 &
oY) o 4 ) sl atad ¢ Sl ol A s Hedl A5 din ey Lo Lo g5 A (g
Aiad & Sl ailaiuly 4 lae Al dladnl a5 3 gelll (e LU Arpall 385 Jyshall
Zasaill o (Ao dpall (585 Jyshall Ja¥) A A ) il
s Al 3 gall Jaghall Jal) cilalae s gilis Jalasi -
;‘";\}A]\ Jsaall (_;. daia gl c_:\.lﬂ\ e Jsanll & Eviews10 G.o\j).) e\d';l.u\.)

Jashall Ja¥) Clalea ppaii mildii 18 J gaad)

AN Aruall Ailll) drsal)
Levels Equation Levels Equation
Case 2: Restricted Constant and No Trend Case 2: Restricted Constant and No Trend
Variable Coefficient ~ Std.Error  t-Statistic ~ Prob. Variable Coefiicient ~ Std.Error  t-Statistic ~ Prob.
LM2 100.6758 30.27649 3.325213 0.0127 LM2 -105.2859  27.94822 -3767178  0.0055
LDG 1013668 3204804 -3162874  0.0159 i 120000 2035801 ‘4743108 00014
c 9102488 8324048 1003517  0.3104 z A0 R0y idiash e

EC =BP - (100.6758°LM2 -101.3668°LDG -01.0249) il it R e
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Dependent vVariable: BP

Method: ARDL

Date: 04/24/20 Time: 18:00

Sample (adjusted): 1996 2018

Included observations: 23 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (6 lags, automatic): LM2 LDG
Fixed regressors: C

Number of models evalulated: 196

Selected Model: ARDL(1, 6, 6)

Vvariable Coefficient Std. Error t-Statistic Prob. =
BP(-1) -0.057758 0.218598 -0.181288 0.86132
LMz 151.6631 46.08042 2.291269 0.0133
LM2C13 -65 46744 40.45200 -1.618398 0.1496
LM2-2) 17.83249 42 34654 0421108 0.68632
LM2(-3) -6.328515 37.88076 -0.167064 0.8720
LMZ2-4) -38.63157 39.63185 -0.974761 0.3622
LM2(-5) 20.83476 38.11433 0.546639 0.6016
LM2(-56) 26.58780 29.23054 0.2909590 0.3933
LDG 41.81861 27 22544 1.536012 0.1684
LDG(-1) -46.442432 24 42930 -1.901096 0.0990
LDG(-2) -11.87959 24 31911 -0.488488 0.6401
LDG(-3) -28.84541 21.37329 -1.817475 0.1120
LDG(-4> -12.07203 26.21545 -0.4650493 0.6591
LDG(-5) 6.604804 18.42462 0.358477 0.73206
LDG(-6) -46.40547 20.52876 -2.260510 0.05832
c -96.28230 101.0701 -0.952629 0.3725
R-squared 0.940059 Mean dependent var 2.682609
Adjusted R-squared 0811613 S.D. dependent var 16.21966
S.E. ofregression 7.039907 Akaike info criterion 6.942787
Sum squared resid 346.9221 Schwarz criterion 7.732696
Log likelihood -63.84205 Hannan-Quinn criter. 7.141447
F-statistic 7.318738 Durbin-Watson stat 2.397963

Prob(F-statistic) 0.0065460

*MNote: p-values and any subsequent tests do not account for model
selection.

ML e

Auldl) Aruall
Dependent Variable: BP
Method: ARDL
Date: 04/27/20 Time: 14:34
Sample (adjusted): 1997 2018
Included observations: 22 after adjustments
Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (7 lags, automatic): LM2 LRG
Fixed regressors: C
Number of models evalulated: 128
Selected Model: ARDL(1, 2, 7)

Variable Coefficient Std. Error t-Statistic Prob. ™
BP(-1) 0.263758 0.236932 1.113223 0.2979
LMz 44 234596 44 80470 0.989761 0.3513
LMZ2C1) -65. 49234 49 10420 -1.333742 0.2190
LM2-2) -7.047057 45 54750 -0.154719 0.8809
LM2C3) -49. 32246 37.95089 -1.299639 0.2299
LRG 15 44166 16.300832 0.947293 0.3712
LRG(C-1) 232.20264 21.09218 1.100054 0.2033
LRG(-2) -8.512783 20.23813 -0.420631 0.6851
LRG(-3) 20.59567 18.08585 1.138772 02877
LRG(-4) -8.1802832 15.84770 -0.516181 0.6197
LRG(E5) 43 35992 14.79215 2.931278 0.0190
LRG(-56) -14.364132 17.42300 -0.824435 0.4336
LRG(E7) 2269673 14.98335 1.514797 0.1683
C -182.5703 115.8335 -1.576144 0.1536
R-squared 0923414 Mean dependent var 2.945000
Adjusted R-sgquared 0.798962 S.D. dependent var 16.55131
S.E. of regression 7.421149 Akaike info criterion Z7.107671
Sum squared resid 440.5876 Schwarz criterion 7.801971
Log likelihood -54.18438 Hannan-Quinn criter. 7271227
F-statistic 7.419851 Durbin-Watson stat 2661775

Prob(F-statistic) 0.003994

*MNote: p-values and any subsequent tests do not account for model
selection.
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