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The Effect of Trade Openness on Imported Inflation in Algeria During
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Abstract:

This study aims to measure the effect of trade openness on imported inflation in Algeria by
studying Standard annual data for the period from 2000 to 2020 ,To achieve this Target, the
distributed slow interval autoregressive method was used ARDL.

The study concluded that there is a co-integration between the study variables, meaning an
equilibrium relationship in the long run And this explains the existence of a significant positive
relationship between trade openness and imported inflation.
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COPEN DUMMY  EXCHANGE_RATE IMP_INFLATION OIL
Mean 59.42902  0.238095 4.431275 0.899191 4.006843
Median  61.77623  0.000000 4.348858 0.801047 4111857
Maximum 65.45217  1.000000 4.842453 2.518496 4.695468
Minimum 42.99124  0.000000 4.167905 0.464717 3.140698
Std. Dev. 6.012918  0.436436 0.205650 0.443229 0.496890
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At Level (6 gial) Aic
COPEN EXCHANGE_RATE IMP_INFLATION OIL

With Constant t-Statistic 2.4194 0.7298 -2.8596 -1.6309

Prob. 0.9999 0.9897 0.0680 0.4492

With Constant & Trend t-Statistic 0.1169 -1.0092 -2.9263 -0.9509
Prob. 0.9950 0.9197 0.1756 0.9288

Without Constant & Trend  t-Statistic -1.9112 1.7848 -1.1355 0.1249
Prob. 0.0552 0.9778 0.2241 0.7109

At First Difference J¥ (3 al aie

d(COPEN) d(EXCHANGE_RATE) d(IMP_INFLATION) d(OIL)
With Constant t-Statistic -2.4932 -3.4816 -6.4003 -3.0952

Prob. 0.1325 0.0205 0.0000 0.0441
With Constant & Trend t-Statistic -3.9034 -4.2060 -4.9893 -3.7334
Prob. 0.0328 0.0186 0.0046 0.0522
Without Constant & Trend  t-Statistic -2.1074 -3.1672 -6.5824 -3.1668
Prob. 0.0368 0.0033 0.0000 0.0033
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Test Statistic Value k

F-statistic 3.429826 4

Critical Value Bounds

Significance 10 Bound 11 Bound
10% 2.2 3.09
5% 2.56 3.49

2.5% 2.88 3.87
1% 3.29 4.37
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Model Selection Criteria Table

Model LogL AIC* BIC HQ Adj. R-sq Specification
37 7.619990 0.153334 0.598520 0.214720 0.770745 ARDL(1,1,0,1,1)
39 6.348975 0.183447 0.579168 0.238012 0.762374 ARDL(1, 1,0, 0, 1)
35 7.334599 0.185045 0.630230 0.246430 0.763358 ARDL(1,1,1,0,1)
21 7.987484 0.223613 0.718264 0.291819 0.752407 ARDL(2, 1,0, 1, 1)
13 7.946580 0.228158 0.722809 0.296363 0.751279 ARDL(3,0,0, 1, 1)
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Dependent Variable: Imp_Inflation

Variable Coefficient SE t-Statistic Prob.
Copen 0.047542 0.054905 0.865889 0.4050
Exchange_rate 0.467961 1.520670 0.307733 0.7640
Oil 0.963553 0.439373 2.193019 0.0507
Dummy -0.982387 0.621641 -1.580312 0.1423
C -7.502407 10.671054 -0.703062 0.4966
Tadiial) e Laiy)
LY JB Breusch-Godfrey ARCH RESET
prob 0.4062 0.1869 0.8855 0.000
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Cointeq = imp_inflation - (0.0475copen +0.468exchange_rate
+0.96360il-0.9824Dummy - 7.5024)
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Dependent Variable: d(Imp_Inflation)

Variable Coefficient S E t—Statistic Prob.
d(copen) 0.092602 0.023041 4.018979 0.0020
d(exchange_rate) 0.334507 1.034748 0.323274 0.7526
d(oil) 0.012878 0.240973 0.053443 0.9583
d(dummy) 0.609144 0.162318 3.752791 0.0032
cointeq(-1) -0.566718 0.108001 -5.247316 0.0003

das aal) cfylasy)
olaay) R-squared Durbin—Watson F-statistic Log likelihood
Jadll 0.858 6512. 8.312 7.618
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Series’ Residuals
5 Sample 2001 2020
Observations 20
5]
Mean -7.07e-16
4 Median -0.011761
Maximum 0.418211
3 Minimum -0.286351
Sid. Dev. 0.169614
2 Skewness 0.700591
Kurtosis 3.445513
14 I
Jarque-Bera 1.801493
o] ! | Probability 0406266

03 02 -01 oo 01 02 03 04 05
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Breusch—Godfrey Serial Correlation LM Test:

F-statistic 2.040154  Prob. F(3,8) 0.1869
Obs*R-squared 8.668926  Prob. Chi-Square(3) 0.0340
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Heteroskedasticity Test: ARCH

F-statistic 0.021471  Prob. F(1,17) 0.8852
Obs*R-squared 0.023967  Prob. Chi-Square(1) 0.8770
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Ramsey RESET Test
Equation: UNTITLED
Specification: IMP_INFLATION IMP_INFLATION(-1) COPEN COPEN(
—1) EXCHANGE_RATE OIL OIL(-1) DUMMY DUMMY(-1) C

Omitted Variables: Squares of fitted values

Value df Probability
t-statistic 7.664882 10 0.0000
F-statistic 58.75041 (1, 10) 0.0000
F-test summary:

Sum of Sq. df Mean Squares

Test SSR 0.467104 1 0.467104
Restricted SSR 0.546611 11 0.049692
Unrestricted SSR 0.079507 10 0.007951
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