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Empirical analysis of the relationship between Money Supply; Price Level and
Economic Growth in Algeria during the period (1980-2020)
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Abstract: :
The aim of this study is to examine the relationship between money supply; price level and
economic growth in Algeria during the period 1980-2020 using the ARDL Co-integration model
. and the Granger Causality test.
The results confirmed that variables are cointegrated in the long run and the negative effect
of money supply on economic growth both in long-run and short-run, but with the absence of the
effects of price level and exchange rate on economic growth in long-run, these results have been
confirmed by the Granger Causality test, too. On the other hand there is a short-run effect of
i exchange rate on economic growth.
Keywords: Money Supply, Inflation, Economic Growth, ARDL Model.
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Time Series Type Unit Root Test
The raw data series 15*Order differentiated
t-Statistic Prob. t-Statistic Prob.
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Variable Coefficient Std. Error t-Statistic Prob.
D{M2) -0.178a881 0.042069 4252064 0.0002
D{M2(-1)) 0178271 0.044297 4 024466 0.0004
D{IMF) 0.079062 0.056418 1.4013589 01725
D{EX) 0.050480 0.012877 3.920113 0.0005
D{EX-1)) -0.059474 0014352  -4143990 0.0003
D{EX-2)) 0.037128 0.011ava 3125867 0.0042
CointEgi{-1)y -0.674607 0116798  -5.775860 0.0000
R-squared 0.696199 Mean dependentvar -0.312658
Adjusted R-squared 0.637398 S.0. dependentvar 2486375
3.E. of regression 1497206 Akaike info criterion 3.809900
Sum squared resid 69.49039 Schwarz criterion 4111561
Log likelihood -65.38811 Hannan-Cluinn criter. 3917229

Durbin-Watson stat 2007914
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Mull Hypothesis: Obs F-Statistic Praob.
M2 does not Granger Cause GDP a7 310586 0.0310
GOP does not Granger Cause M2 1657274 0.2080
IMF does not Granger Cause GDP 37 0.79911 0.5360
GOP does not Granger Cause INF 228892 0.0348
EX does not Granger Cause GDP a7 1.05278 0.3981
GOP does not Granger Cause EX 1.89973 0.1383
IMF does not Granger Cause M2 a7 241396 0.0725
M2 does not Granger Cause INF 1.88837 0.1403
EX does not Granger Cause M2 37 248345 0.0665
M2 does not Granger Cause EX 076633 0.5561
EX does not Granger Cause INF 37 10.1865 3.E-05
IMF does not Granger Cause EX (.39582 0.a098
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Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: Mo serial correlation at up to 4 1ags

:,_9934.5 .8

Series: Residuals
Sample 1933 2020
Obszervations 33

Mean
Median
Maximum
Minimum
5td. Dev.
Skewness
Kurtosis

largue-Bera
Probability

-1.31e-15
0.262883
2482764
-3.414%930
1.370445
-0.471%68
2704514

1.545016
0.450930

F-statistic
Dbs*RE-squared

0.976587 Prob. F(4,23)
5.516959 Prob. Chi-Square(4)

0.4395
0.2382
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Mull hypothesis: Homoskedasticity

F-statistic
Obs*R-squared
Scaled explained 35

0691292 Prob. F(1027)
T.746044 Prob. Chi-Square(10)
3332812  Prob. Chi-3quare(10)

0.7236
0.6536
0.9725
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