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Abstract:

The aim of this study is identifying the most important economic
variables that drive the inflationary path in Algeria during the period 1990-
2016. To achieve this goal, the main explanatory theories of inflation and
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some previous studies of inflation’s determinants have been discussed, and
the ARDL model has been used to estimate the inflation’s equation. Bounds
test’s results have revealed the existence of a long run relationship between
inflation and its determinants, as well as this study has shown that gross
domestic product, imports and exchange rate are the most important
determinants of inflation in the short and long terms for the Algerian
economy during the period of study.

Keywords: Inflation; Money Stock; Wages; Gross Domestic Product;
Algerian Economy.

Jel Classification Codes: E31, E62, C32
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Statistics Estimated Value | Prob

Normality (Jarque-Bera) 23.8864 0.0000

Breusc-Godfrey Serial Correlation LM 140961 0.2654
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ARDL Cointegrating And Long Run Form
Dependent Variable: LINF

Selected Model: ARDL{1, 0,0, 1, 0, 0)
Date: 12/18/20 Time: 23:09

Sample: 1980 2018

Included observations: 38

Cointegrating Form

Variable Coefficient  Std. Error t-Statistic Prob.
D(LM2) -1.226328 1.200186 -1.021781 0.3151
D(LW) 0.475132 0.853534 0.556664 0.5819
D(LPIB) -15.497580 7701163 -2.012369 0.0532
D(LTCH) -1.619858 0872479 1856616 00732
D(LIMP) -1.655656 0761617  -2.173871 0.0377
CointEq(-1) -0.725371 0205162  -3.535607 0.0013

Cointeq = LINF - (-1.6906*LM2 + 0.6550*"LW -1.1103*LPIB -2.2331
LTCH - 2.2825°LIMP + 25.2941 )

Long Run Coefficients

Variable Coefficient  Std. Error t-Statistic Prob.
LMz -1.690621 1.397050 -1.210137 0.2357
LW 0.655019 1.072242 0.610887 0.5459
LPIB -1.110341 0593742  -1.870073 0.0273
LTCH -2.233144 1.166440 -1.914496 0.0651
LIMP -2.282496 1.041919  -2.190665 0.0364

C 25.294078  11.219437 2.254487 0.0980

JUECM Bt s 7398 200 oLt 102 ket 2.7

Breusch-Godfrey Serial Correlation LM Test: ] Fm——

8 — Sample 1882 2018
F-statistic 1.409616  Prob. F(2,22) 0.2654 ; Obsenations 37
Obs*R-squared 4202854  Prob. Chi-Square(2) 0.1223

8 Mean 380e-15

- Wedian 0.093920

Waximum  0.891284
Minimum  -2.063986
Std. Dev. 0.559312
Skewness  -1.210148
Kurtosis 6.104206

-

w

Heteroskedasticity Test: ARCH

r

Fstatistic 0261032 Prob. F{1,34) 06127 Py
Obs*R-squared 0.274281  Prob. Chi-Square(1) 0.6005 " d0 | A5 | a0 as o '

A
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