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Determinants of inflation in Algeria after the Covid-19 pandemic
An empirical study with the ARDL method
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Abstract :

This paperexamined the sensitivity of inflation to itsmost important
determinants in Algeriaover the period 2020 to 2023, by using theAuto-
Regressivedistributed model (ARDL).Usingmonthly data, estimation
findingsshowedstatisticallysignificantevidencethatboth ~ exchange  rate
depreciation and money supply impact positively on inflation in
Algeriaeconomy, with an average contribution of 61 percent. While the
study'sresultsshowed a high sensitivity to import priceseither, where the CPI
priceelasticitywith respect to import priceswas about 23 %.We have
foundthat import pricesplayed a crucial role in explaining inflation in
Algeria, especiallyafter the recent trend of global inflation
whichaffectedmost of the world’seconomiesafter the Covid-19 epidemic
and the Russian-Ukrainianwar .
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2— Imene Laourari And Mustapha Abderrahim . Inflation Dynamics

And Determinants In Algeria: An Empirical Investigation. Bank of
Algeria : Working Paper 01-22. November 2022.
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3. AMAMRA Mohammed et BENSAFTA Kamel Malik. « Les

déterminants de I'inflation en Algérie : Une étude empirique avec la
méthode ARDL ».Al-riyada for Business Economics Journal/ Vol 08—

N° 02 / June 2022.
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UNIT ROOT TEST TABLE (PP)
At Level
Variables InCPI InlUVIG InM2 INNEER
With Constant t-Statistic 3.1800 -7.9910 -1.4285 -1.8479
Prob. 1.0000 0.0000(***) 0.5582 0.3525
With Constant & Trend t-Statistic -2.4507 -10.9662 -1.1155 -1.3478
Prob. 0.3493 0.0000 0.9130 0.8600
W'thou}r%?]g“am & t-Statistic 69161 | 02888 | -01771 | 1.0155
Prob. 1.0000 0.7682(n0) 0.6158 0.9154
At First Difference
Variables d(InCPI) | d(InlUVIG) | d(InM2) |d(INNEER)
With Constant t-Statistic -5.9259 -4.9223 -3.4960 -8.5115
Prob. 0.0000 0.0003 0.0137 0.0000
With Constant & Trend t-Statistic -7.7277 -5.7404 -4.3779 -90.3411
Prob. 0.0000 0.0002 0.0068 0.0000
W'thou}g?]g“am & t-Statistic 34878 | -1.8699 | -3.5382 | -8.4534
Prob. 0.0009 0.0593 0.0008 0.0000
PP SADF 3aagll jaa JLad) il ; 2 gand)
UNIT ROOT TEST TABLE (ADF)
At Level
\Variables InCPI InlUVIG InM2 INNEER
\With Constant t-Statistic 2.3580 -2.9138 -1.9226 -1.8611
Prob. 0.9999 0.0462(**) 0.3187 0.3465
\With Constant & Trend t-Statistic -3.1316 -10.6322 -1.9981 -0.1033
Prob. 0.1146 0.0000(***) 0.5832 0.9929
\Without Constant & Trend t-Statistic 4.9555 0.4593 -0.1931 0.7584
Prob. 1.0000 0.8125(n0) 0.6099 0.8736
At First Difference
Variables d(InCPI) d(InlUVIG) d(InM2) d(InNEER)
\With Constant -5.2313 -4.7659 -3.5336 -8.5115 -5.2313
0.0001 0.0004 0.0125 0.0000 0.0001
\With Constant & Trend -6.3670 -5.7404 -4.3590 -8.8912 -6.3670
0.0000 0.0002 0.0072 0.0000 0.0000
\Without Constant & Trend 0.5771 -0.6464 -3.5780 -8.4506 0.5771
0.8356 0.4300 0.0007 0.0000 0.8356

¢ Notes: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at

the 1%. and (no) Not Significant

Eviews 10 Sl as e alaie Wb gialll slae) (e 1 jaal)

246 |

2024 435381/ 2 : sl /8ictlzel ] y) Y19 Gyoliazd W Sige ) Loual] Aima




by Qe A Lo Gnaf ol 515y

& bl 3 b [TUVIG il 0f Jsi)l bSs Eviews w2 JYs

choy = 3 sl b 3 b ewd NEER 3 M2 5 CPI of (>
oo JdeY G sl ae %010 5 %5 YT AVA Gsts s Ll ] @il
o o Al Bl LSl OF iz oSl gl (3 Al el Y5
iyl dis it AV zedl g ¢ CI(0) o) e s iand ¢ ay )
T35 phsanl Aesde (sue USE LaY) Slnys ol 5 saw 0) - CI(1) LY
ipie o eVl Alsh BYe sy emdl ARDL sl i) (65 3l 1uLY)

EWRY

SRl oS L -6
w Ben ol BT 5 gl e Rl LSl Sl e s o
F3s dan O iy oyl i e WolSas o g8 QUL g sl i
A eSrell LS e ol e s ARDLacjl ol (63 @l jlady)
U 1A
ARDL 3¢ b irys i
i Wb sl ol sae sad Of (g (ARDL dsles pui 13
Ja s s s, Al(Akaike Information) jle. slsaal
Loy laedd Ma Gl o Reddll (3l ol JLtb psh Cgm z3sad)
AW e o,y

247 I 2024 435581/ 2 : sciad] /8 culzel] syl ¥ 3o lazd ¥ igom L) Joualll Ales



G JUEY) 2308 plisseals doasld ey ] Db sS ol ey ] (3 peniadl] ot

ARDL icjli clomill
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Significance
level

10%
5%
2.5%
1%

I(1) bound

3.2
3.67
4.08

4.66

I(0) bound

2.37

2.79

3.15
4.428

Value

7.132482

Test
Statistic

F-statistic
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Table(4) : ARDL estimation results (short—-run equation) :
Conditional Error Correction Regression
Variables Coefficient Std. Error t-Statistic Prob

C -8.940007 1.544047 -5.789984 0.0000
CPI(-1)* -1.505809 0.261326 -5.762184 0.0000
IUVIG** 0.033508 0.020563 1.629513 0.1163
M2(-1) 1.036414 0.178302 5.812687 0.0000
NEER** -0.094723 0.047504 -1.994006 0.0576
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Series: Residuals
Sample 2020M05 2023M03
Observations 35

Mean 3.91e-15
Median -0.000327
Maximum 0.010483
Minimum -0.012096
Std. Dev. 0.005236
Skewness -0.083683
Kurtosis 2.582381
Jarque-Bera  0.295192
Probability 0.862779

-0.010 -0.005 0.000 0.005 0.010
Jla=b 5.99 aze a Bl el ol JB osliam) o L35 (05) el e
Lonb T asjpe 1o 0L Js @) el 2o dll L5 JWLy D005 o 55T
(LM jlzst) Sigll g1t blsy¥hlas—o
(LM =) Breusch-Godfrey i gt : (05) Jgu!

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.092550 Prob. F(2,22) 0.9120
Obs*R-squared 0.292019 Prob. Chi-Square(2) 0.8641

(el 3l bW Breusch-Godfrey las) mils mog ) (3, Jodl s
28 N Baal ol Ls Wby (Y003 jelns LM, adlad) aflas1 0 LS
LY S e gl Y zsadl Sl OF Jsill (Sa a5 0 DLyl ey pde o
NeRY
:( Heteroskedasticity) Jisll ool oldylest —¢
:Heteroskedasticity Sl ol O et i : (06) g
Heteroskedasticity Test: ARCH

F-statistic 0.146728 Prob. F(1,32) 0.7042
Obs*R-squared 0.155187 Prob. Chi-Square(1) 0.6936

Jsadi (3 a4k heteroskedasticity Sl L Sl @lsbasles
o a8 @ aiall aodl Jos e Y005 ey gy R—squared o
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