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The Impact of Islamic Finance on Economic Growth in Algeria: An
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Abstract:

This study investigates the impact of Islamic bank financing on
economic growth in Algeria over the period 2004-2024 using the
Autoregressive Distributed Lag (ARDL) model.

The Bounds Test confirms the existence of a long-run cointegration
relationship between the study variables. The long-run estimation results
indicate that total Islamic bank financing has a positive and statistically
significant effect on Gross Domestic Product, suggesting that the expansion
of Islamic bank financing supports economic growth in the long run.
However, the magnitude of this effect remains limited due to the relatively
small share of Islamic bank financing within the Algerian banking system
during most of the study period.

Keywords: Islamic bank financing; Economic growth; Cointegration;
ARDL model; Algeria.
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
F-statistic 5.629497 10% 2.72 3.77
k 3 5% 3.23 4.35
2.5% 3.69 4.89
1% 4.29 5.61

Eviews 12z, olnz e slaxeVL 2l slae] oo peabl
1Y ekl IS e I3 g ey s ughal) W) s 7.5
eslal) Y1 s 07 Yo

Levels Equation
Case 3: Unrestricted Constant and No Trend

Variable Coefficient | Std. Error | t-Statistic Prob.
FIC 0.001825 0.000738 2.470895 0.0355
PETR 0.008306 0.002679 3.100846 0.0127
FDI -0.288614 0.097738 | -2.952924 | 0.0161

EC = LNGDP - (0.0018*FIC + 0.0083*PETR -0.2886*FDI)
Eviews 12z, olmz e slaeVL 2Ll sliae] oo yeabl

ilob iy B sy (Levels Equation) Lsbll 31 ahle i o5 moy
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ECM Regression
Case 3: Unrestricted Constant and No Trend

Variable | Coefficient | Std. Error | t-Statistic | Prob,
C 1.906020 | 0.344643 | 5.530416 | 0.0004
D(LNGDP(-1)) 0.456445 | 0.150555 | 3.031743 | 0.0142
D(FIC) 0.000275 | 0.000291 | 0.946893 | 0.3684
D(FIC(-1)) 0.000851 | 0.000315 | 2.702620 | 0.0243
D(PETR) 0.004046 | 0.000305 | 13.24709 | 0.0000
D(PETR(-1)) -0.002984 | 0.000675 | -4.418981 | 0.0017
CointEq(-1)* -0.210727 | 0.038458 | -5.479415 | 0.0004
R-squared 0.949635 Mean dependent var | 0.081811

Adjusted R-squared | 0.924453 S.D. dependent var 0.098972
S.E. of regression 0.027203 Akaike info criterion | -4.09363

Sum squared resid | 0.008880 Schwarz criterion -3.74568
Log likelihood 45.88956 Hannan-Quinn criter. | -4.03475
F-statistic 37.71024 Durbin-Watson stat 1.937218

Prob(F-statistic) 0.000000 \
Eviews 12546, ol Jo stase Vb 2 Ul slis] r 2yl

o Jr V) sl aSales e sy (ECM) Wkl momas 348 s il (45

Zosedl Of el bl i gy Y1 alish 235155 B0e 39y ASH LS Ryl 2 il
Sl 4% 94.96 0F T 0.9496 (R2) duondl Julas by o chndin s 3,08 a2
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COINtEQ(-1) Latk! remenas folas LT ISS7 390l pginn e Jito b gage Y01 0 81 (s5ne
196



ARDL 35 pluseab deld dulys : g151 G 65LaBY godl Jo oSl fgadt S
2024-2004 553 Iy

Al azed 0T 31205 o 8l gine (St isg Wla>) (Soine ong Bl 3LEYL sl i
By 3 Ll (S8 gl V) clas T a %021.07 0F gar 1ay 0.0004 5 oy
OF @l bl a1 (st o, Y1 sl il (sgndd L) 835800 ol o afl
JlaVl s cah G 3l sedl e sy JT13 S L (D(FIC)) @ JWH )
O™ (Ul (3 g S5 el Y LY (0l fsadl B OF U] ety b gay (0.3684
abales &l 3} 5% s i Wl (gsinny Lrse (D(FIC(-1))) s>y 35 o U1 il
Y el gadt 5T 0F Je Jau ke ((Prob = 0.0243) w1 ai 0.000851

Srinas L ST sgmy i) bl LS (oladW) bladl Jo oSax OF U8 2y 355 1) s
s 0.004046 abobas tly o cs3LasVl sad) 3 (D(PETR)) Leid) jlanf (3 2JU1 il
S S aedl bVl W Sa Lo g8y ¢ (Prob = 0.0000) %1 o Bl &igims s5is
(DPETR(-Ladl jlend 10 jid) Jales sl Jal @ sl jleud & olpadd 2y
Lis Smag orge mldl gzl JoV) el folas O ailad) bl (IS ¢ Lginsy ULL1)))
sy PSSl 3 g daY) S sl 3 aaldl ol of 6f 5% (g

o s alasYl sl 56 (3 ) an
DMl 350l B39 Syl 9.5

B39 Ll oo LY Y1 b 8peas Y i 3 ARDL 230t esbazsl aay
I ShLas V) plasaanl Y5 e m3sad) s N
totd) BV S a1 1 1.9.5

obsl Jgd) =3l5 a9 ¢ (Breusch-Pagan-Godfrey) Lt asdl ohlas¥l o o

coilmts sl Y1 s (T (Hp) ) o3 L 6T oy M) S gy ¥ i S5l o Ss

197



oLy A

(Breusch-Pagan-Godfrey) sl mits 19 Jur

Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1.838165 Prob. F(9,9) 0.1890
Obs*R-squared 12.30553 | Prob. Chi-Square(9) | 0.1966
Scaled explained SS | 3.036840 | Prob. Chi-Square(9) | 0.9628

Eviews 1246, obmz o staxe Vb 2l slas] o 2yl
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Breusch-Godfrey Serial Correlation LM ) Lzt 4} bl jlas V) 1 o2y
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Breusch-Godfrey Serial Correlation LM Test: \

Null hypothesis: No serial correlation at up to 2 lags

F-statistic 0.081761 Prob. F(2,7) 0.9224
Obs*R-squared 0.433715 Prob. Chi-Square(2) 0.8050

Eviews 12z, olmz e slaeVL 2Ll slae] oo yeabl
: Slgl andal) ygdl Jles1 3.9.5
¢ Jarque-Bera las s sl & (mdgadl lod el mpjed) B e il
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Series: Residuals
5 Sample 2006 2024
Observations 19

Mean -1.87e-15

Median -0.000497

3 Maximum  0.041554
Minimum -0.049598

Std. Dev. 0.022212

Skewness -0.373448

Kurtosis 3.199752

-- Jarque-Bera 0.473223

02 0.00 0.02 0.04

-0.04 -0. Probability 0.78929801
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