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ABSTRACT:

This study aims to examine the short term and long term between financial development (domestic
credit and private credit and money supply) and economic growth in Algeria using time serie data for
the period 1980-2014. 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 a long run
cointegration relationship between the variables. And there is a negative effect of domestic credit
private sector on economic growth, And a positive effect of money supply on economic growth in the
long term and short term. This result highlights that financial development does not promote economic
growth in Algeria.
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(1) 0130 | (4) 0.144 (2) -6.05 (2)-0.55 (0)-6.04 (0) -0.54 1(0) GOV
(3) 0.060 (4) 0.146 (@) -3.85 (4)-332 | (0) -3.86 (1) 2.04 1(0) INV
(2) 0.095 (4) 0.149 (2) -4.90 (3)-017 | (0) -4.91 (0) -0.17 1(0) TO

(7)0.09 | (5) 0.180 (2)-3.91 (3) 1.88 (0) -3.95 ) 226 (1) INF

The 5% Critical Value : ADF :-1.95 |, PP :-1.95 , KPSS: 0. 146
Eviews 9.0 gebin cla s o sl cpfiald) alae) 3 jdaal)

(1g2salll) &l prial) G Ja¥) Al ol A8 352 o1 2 gand) rgda TR 2(2)J gaad)

Mutoregreazive Distributed Lag Estimates

ARDL(1,1,0,0,0,1) selected based on Hannan-Quinn Critericn
s s L R R ]

Dependent wariable is 4GDERC
34 cbservations used for estimation from 1981 to 2014
L L R R R R T
I-Ratic[Prok]
3.847471.001]
1.5293[.141]
-1.5387[.139]
1.5898[.127]
B8716[.563]
13643 2.7486[.012]
31819 . .340]

Standard Error
14317
24126

Begressor Coefficient
GDPPC (-1} . 55085
Mz . 36897
M2 (-1} -.371735 24160
GOV L91704 .97683
InvV 0486861 LO032875
TO . 37500
INF .30896
INF{-1) . 67099 .39390 . .103]
c -2.1633 2.0382 -1.0609[.301]
EE R R L]
980158 E-Bar-Squared . 97264
.11766 F-5tat. F{2,23) 1259.8654[.000]
23.432%9 5.D. of Dependent Variable 71134
29073 Equation Log-likelihood 26.39800
17.59800 Schwarz Bayesian Criterion 11.6748
2.0444 Durkin's h-atatistic -.19586[.8245]

R-Squared

5.E. of Regression

Mean of Dependent Variable
Regidual Sum of Squares
Lkaike Info. Criterion
DW-statistic

R R R A R R A R R A R A R A A A A R A F A I F T IR AT A I F T IR AT A I AT TR AT T r T h
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Teating for existence of a level relationship among the variables in the ARDL model
e R ]
F-ztatistic 95% Lower Bound 95% Upper Bound 90% Lower Bound 90% Upper Bound
4.4125 2.5338 3.9682 2.0592 3.30&5

W-atatistic 95% Lower Bound 95% Upper Bound 90% Lower Bound 90% Upper Bound
26.4747 15.2028 23.8094 12.3552 19.5838%9

EE R R R R R R e R e e L e R R R R L ]

Microfit5.1 galiy Glafa Ao sl Gfiald) das) @ juaal)

(27 35al) & pial) G JaY) ALy sha ABe 352 51 2 gaal) gia JLER) 3(3)d g2l
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Autoregressive Distributed Lag Eatimates
ARDL(1,1,0,0,0,1) selected kased on Hannan-{uinn Critericn

R L R R e R R Y
Dependent wvariabkle is 4dGDPEC

34 ckservations used for estimation from 1981 teo 2014
R R R R R R R R R A A R R A A R R R I A A A R I T F A F TR I F T A AT AT H TR
Begres3aor Coefficient Standard Error T-Ratio[Prok]
GDEPC (-1) 1.1988 .31373 3.821171.
DCE -.0681125 .2THEE 2093[.
DCE(-1) -.29256 .9972 336,
GOV -.033688 .15123 276[.
INV -.16124 .54644 nar.
TO -.077262 091380
INF .115846 .12093
INF{-1} 17320 .30019 a7[.
C -.55114 14369 -3.8357[.

=] O 1 o
=] k3 1 Ra
[ T TS B S = I R |

[43]
A
L]

LA ud 00 R R pa R
=] A = D R B
LA}

L= ]

[= ]
=1 =

[}

L

s

BE-Squared 98217 E-Bar-Sguared 97713

=
L
1 % o th oL e

5.E. of Regression .10865 F-5tat. F{&,25) 185.3688 [.oo1]
Mean of Dependent Variable 23.432%8 S5.D. of Dependent Variable .71134
Beaidual Sum of Squares 28162 Equation Log-likelihood 27.4550
Bkaike Info. Criterion 20.5630 Schwarz Bayesian Criterion 22,5123
OW-3tatistic L2700 Curkin's h-statistic -.12083[.644]
kA A A A A A R A A A A A A A A A A R A A A A A R A A A R A R A A A R A A R A A R A R A I I AR I R A I A A I A AT A A IR T T I AT &

Testing for existence of a level relaticnship among the variabkles in the ARDL model
e L]

F-atatistic 95% Lower Bound 95% Upper Bound 90% Lower Bound 90% Upper Bound

pel=R=}

4.8487 4.1798 5.4071 3.3814 4.4288

W-3atatistic 95% Lower Bound 95% Upper Bound 90% Lower Bound 90% Upper Bound
13.94481 12.5394 16.2213 10,1443 13.2863

LR E R R R R R R R e R e ]

Microfit5.1 gualin clajda Ao sl ofald) dae) : aaall
<l yial) G Al Granger JLE) s (4)J g

Lond ! BT 0wt | Jlaz Y Granger i i

axly ol 3 i wds 0.0289  GDPPCcC.., Yy DCPS
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i e usg ¥ 0.1802 0 DCPS ., YGDPPC

dorly ol 3 e e 0.0421 GDPPC_... y M2
e ety ¥ 0.4554 M2c... YGDPPC

Eviews 9.0 zelp Slrpe Jo sly iUl 3lis)  jiasl!

(GDPPC gl jsiall) Jaghll siall & cilalaall &f jakas(5)J gaal)

Estimated Long Bun Coefficients using the ARDL Lpproach
ARDL(1,1,0,0,0,1) selected kased on Hannan-{uinn Criterion!

e

Dependent variable is GDPEC
34 observations used for estimation from 1981 to 2014
EE s s R S LY

Regressor Coefficient Standard Error I-Ratic[Prok]

M2 -.01832% 044240 -.414307[.

GOV —.12881 .098234 -1.3112].

.13786

-. 18245

-.14377

-13.5458

[
-1

.0861[.
JBETL[.
2.6028].

LA el
o oo oA

(GDPPC gl jiall) Jyghall saall gA Claleall @ jala; (6)J 9]
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Estimated Long Bun Coefficients using the ARDL Approach
ARDL.(1,1,0,0,0,1) selected based on Hannan-Quinn Criterion

e

Dependent wariable is GDPPRC

34 cbservations used for estimation from 1981 to 2014
R R R R R R A A A T R A A R A A A A F A R A F A A A TR AT F T AT TR T F TR T F

Regressor Coefficient Standard Error T-Ratic[Prob]

CE -.43669 18174 -2.4028[.023]
OV —.153903 10358 0294 [.137]
INV 13804 096730 L4271 [.06835]
o -. 18885 . 0 .1557[.040]

-.14073 . .B790[.112]
C -14.9472 . .4409[.181]

Ak kkhhkhkkhkhkhkhkhhhkhkhhkhhhkhhkhkhhhkhhkhhkhkhhkhkhhhhhhhhkhhhhhkhhhkhhhhhkhbhhhhhhhdhhdhddkdkddkddk

Microfit5.1 galin clajda Ao sl ofald) dlae) @ juaal)
(AGDPPC gl jiall) Undl) praaual 73 gad il i geiliiz (7)) gaad)

Error Correction Representation for the Selected ARDL Model
ARDL(1,1,0,0,0,1) selected based on Hannan-Quinn Critericn

A A A A A AT A AT A A AT A AT AN AT AR AR N R DN RN R RN R R R W R W R R R W i W g e e e o e e e e e e e e e e e e o R e e e
Dependent variable is d4dGDPERC
34 pobservations used for estimation from 1981 to 2014

AR R R R RS EEREREEREEEERRRERRRERERERRRRESRERREEEEERRERRRREEESEEEREEEEESERERESES

Regressagr Cosfficient Standard Error I=-Ratio[Frob]

dMz2 —. 033688 .15123 —.22276(.826]
dGOV 54644 -.29508[.071]
d INV 077 - 091380 .84550[.007]
dTo «1158 - 12093 .95813[.348]
dINF 17320 .3001%9 .57697[.570]
ecm{-1) -.55 -.14369 -3.8357[.001]

kkkkkkkkhhk bk hkdhhrdhdkdddd b ddd& R SRR E SRR SRR R R R RS R R LR RS R Rt

(AGDPPC &3l jsiiall) Unil) promas 3 gal il a5 iz (8) () gaal)
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Error Correctlion Eepresentation for the Selected AEDL Model
RREDL.{1,1,0,0,0,1) selected kased on Hannan-Quinn Critericn

S S TS SRS SRS R SRR R R R R R R R R R R E R R R E R R R R R R R R R R R R L R R T R R R TR R

Dependent wariable is 4GDEEC
34 ohservations used for estimation from 1981 to 2014

ol ol ol ol ol ol ol ol ol ol ol ol ol Rl ol ol el ol e e ol e e ol el ol el e ol ol e

Regressor Co n Standard Error I=-Ratio[Frob]

dDCP : 094638 -1.2256[.231]
dGOV : .018781 -.094521[.925]
dINV : .21349 L99781[.327]
dTo : .087209 1.8771[.071]
dINF : : 1.5103[.142]
ecm{-1} : : -4.0760[.000]
AEEEEEEET LS ELLL LSS SRS E SRR R L R R RS R R L R R R RS R R R R R R R R R R R R R RN R RN R RS LY
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Diagnostic Tests
EE R R A R R e R R R R LR L ]
* Test Statistics * LM Version * F Wersion *
R R R

* * *
B:Serial Correlatiocn*CHSQ(L1) L11416[.T35]1*F(1,27) .090964[.TE5]*

* *
:Functicnal Form *CHSQ (1) 2.8498[.091]*F({1,27) 2.4702[.
* *
:Normality *CH3Q(2) .B5019[.T22]* HNot applicakble
* *
:Heteroscedasticity*CHIQ (1) = .BEE854[.407]*F ({1, 32) = .E8144[.422]*
A AR AR AR AR AR A A R AR AT AR AR I A AR AR I A I AA A AT FI AT A IR AR A A AT A A A A AR A A A A A A A A A A A A R R

2z salll (B g3 (and gilii: (10)J g

Diagnostic Tests

EE L R e e e R LSS E R
* Teat Statistics * IM Version * F Version *
EE S TS LSS RS EEE LSS LS EE SRS E LRSS ESE LRSS S LSRR S LS SR LRSS RS EEE LSRR LS T
* & * *
L:Serial Correlation*CH3Q(1) L19073[.662]*F(1,27) L15232[.699]*
& * *
B:Functicnal Form *CH3IQ(1) = 2.54592[.110]1*F({1,27) 2.1885[.151]+*

* *

* *

D:Heteroscedasticity*CHSQ (1) 1.4097[.235]*F(1,32) =  1.3842[.248]%

LR R R R R L R R R R R R R e R R R R R R R )

*
*
*
*
¥ C:Normality *CHIQ(2) = .55B37[.7568]* Hot applicable
*
*
*

Microfit5.1 gl clajda Ao sl ofald) alae) @ juaal)

(2014-1990)5 A8 PIA i3l (A Aal) pUail) | ghal (1)aB) (Abnl) JS)
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TITRE DU GRAPHIQUE

dcp/GDP == m2/GDP
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EXCEL gl altaiuly ofiald) alae) e jbaal)

(2z35a)CUSUM Blsal) cilaypal aSlil gganal) U531 3(2) JS)

Flot of Cumulative Sum of Sguares of Recursive Residuals
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The straight lines represent critical bounds =t 5% significance lewsl
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Flot of Cumulative Sum of Sguares of Recursive Residuals
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CUSUMSQ 2 sll (S| 2l £ sanall ST 3(4)(Abll JS&d)
Flot of Cumulative Sum of Recursive Residuals
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The straight lines represent critical bounds at 5% significance lewel
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Flot of Camulative Sum of Recwursive Residuaals
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