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Abstract:

This paper aims to examine the impact of financial intermediation on economic growth for the case
of Algeria over the period 1980-2016 using the methodology of cointegration, the vector error
correction model (VECM) and the causality test of Granger. The study found that there is a
cointegration relationship between the development of financial intermediation activity and the
economic growth rate and the macroeconomic variables included in the model, The study also
found causal relationships between the different variables of the model. The result indicate that
there is a significant negative effect of development of financial intermediation activity on
economic growth rate in the long run, so the role of the Algerian’s banks in the economy have not
efficience, the results also show that the trade openness has a significant positive impact on
economic growth in the long run.

Key words: Financial intermediation, Economic growth, time series analysis, Vector error
correction model, Algeria.
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Pairwise Granger Causality Tests
Date: 03/21/19 Time: 01:09
Sample: 1980 2016

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
INF does not Granger Cause GDP 35 0.64706 0.5307
GDP does not Granger Cause INF 0.08283 0.9207
INV does not Granger Cause GDP 35 0.14198 0.8682
GDP does not Granger Cause INV 4.78749 0.0157
CREDIT does not Granger Cause GDP 35 4.08315 0.0270
GDP does not Granger Cause CREDIT 0.00993 0.9901
TRADE does not Granger Cause GDP 35 3.32779 0.0495
GDP does not Granger Cause TRADE 0.18136 0.8350
INV does not Granger Cause INF 35 0.11816 0.8890
INF does not Granger Cause INV 0.64195 0.5333
CREDIT does not Granger Cause INF 35 6.05937 0.0062
INF does not Granger Cause CREDIT 0.77974 0.4676
TRADE does not Granger Cause INF 35 1.97103 0.1569
INF does not Granger Cause TRADE 1.12526 0.3379
CREDIT does not Granger Cause INV 35 1.89057 0.1685
INV does not Granger Cause CREDIT 1.82384 0.1789
TRADE does not Granger Cause INV 35 2.98775 0.0656
INV does not Granger Cause TRADE 2.26360 0.1215
TRADE does not Granger Cause CREDIT 35 0.54460 0.5857
CREDIT does not Granger Cause TRADE 4.58934 0.0182
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VEE€ Residual Serial Correlation LM Tests
Date: 03/21/19 Time: 00:58

Sample: 1980 2016

Included observations: 35

Null hypothesis: No serial correlation atlag h

Lag LRE* stat df Prob. Rao F-stat df Prob.
1 27.55131 25 0.3289 1.125795 (25,72.1) 0.3389
2 33.44933 25 0.1202 1.418918 (25,72.1) 0.1268
3 20.92387 25 0.6968 0.820182 (25,72.1) 0.7045
4 28.16893 25 0.3001 1.155529 (25,72.1) 0.3099
5 23.82269 25 0.5296 0.950880 (25,72.1) 0.5393
6 20.94240 25 0.6958 0.821003 (25,72.1) 0.7035
7 20.59984 25 0.7147 0.805852 (25,72.1) 0.7220
8 11.06826 25 0.9926 0.408251 (25,72.1) 0.9929
9 27.66290 25 0.3236 1.131151 (25,72.1) 0.3335

10 21.67568 25 0.6544 0.853645 (25,72.1) 0.6627

11 25.59193 25 0.4296 1.032905 (25,72.1) 0.4398

12 22.82942 25 0.5875 0.905585 (25,72.1) 0.5967
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Component Jarque-Bera df Prob.
1 0.342308 2 0.8427
2 3.892790 2 0.1428
3 0.326141 2 0.8495
4 1.436600 2 0.4876
5 0.493661 2 0.7813
Joint 6.491500 10 0.7724

Eviews 10 gy Sl s © yhzoll

! il O e il 4 s
VEC Residual Heteroskedasticity Tests (Levels and Squares)
Date: 03/21/19 Time: 00:59

Sample: 1980 2016
Included observations: 35

Joint test:
Chi-sq df Prob.
181.9630 180 0.4450
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