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Abstract:

This study aims to estimate the asymmetric effects of interest rates on inflation in Algeria using
the approach that also uses a non-linear model (NARDL), considering the nature of the data (linear or
nonlinear) through the BDS test for nonlinearity. The appropriate model for estimation is determined,
supported by tests for asymmetric causality (Hatemi-J 2012), to understand and interpret the
relationship between interest rates represented by INR and inflation represented by INF.

The results indicate the presence of a common integration relationship between the variables,
and there is a short-term and long-term relationship for both interest rates and inflation. Additionally,
interest rates have asymmetric effects on inflation in the long term, and there is an almost complete
absence of the Causality Asymmetric relationship between the variables exacerbates a significant
imbalance in the course of monetary policy tools to address inflation.
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(CUSUM Of Squares) g3sed! jlydeal jlasl (2) o3y JSC
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| CIISLIN of Sicuaress 5% Significance |
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NSy (g sty ALy Aomshl L jlanl (3 adl o et Juae 3 pnd) T Ol LY 1 o
Gt Olge ) ol o2 iy Gl of dargs dado Olasl (3 Ol M) Sy (a8 Ol WS
JSCal g e Vg 51 ) 2l ¥ly Tl sl o L] 533mal bl iy el s e 031
(Hamid & Alireza, 2018, p. 297) : i\l
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(A2 dpprd) 01£) Ll Lol (Critical values) & gakt <ibgiune
W Statistic (% 10)*** (%5)** (% 1)*
inr+ — inf 5.686 12.342 9.123 14.245
inr- —, inf 8.456 11.098 32.984 10.345
inf- — inr 0.976 1.654 5.124 3.087
inf+ — inr 4.663%* 7.126 3.967 2.768

Gauss 16 by w2
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ARDL Long Run Form and Bounds Test
Crependent Variable: D{LIMNF)
Selected Model: ARDL(1, O, 2, O)
Case 2 Unrestricted Constant and Mo Trend
Crate: OFMG20 Time: 22:59
Sample: 1 40
Included observations: 36
Conditional Error Correction Regression
Variable Coefficient Sid. Error t-Statistic Prob.
[ 1.953979 0.283677 5092772 0.0000
LIMF{-1)* -0.917755 0124290 -7.248531 0.0000
LIMNR_POS5** 0 582945 0211188 2 FE0317 00101
LIMNR_MEG{-1) 2 006246 0424893 4 F21770 00001
LMZ*=* 0.025342 0073724 02437329 07336
DILIMNR_MNEG) F.190331 1.624242 4 425885 0.0001
CHLINR_MNEG-1)3) -4 288287 1.6967329 -2.586307 00152
CHLIMNR_MNEG-2)) 9. 435102 1. 465917 6. 436315 0.0000
* p~value incompatible with t-Bounds distribution.
**Variable interpreted as £ = Zi-1) + D).
Levels Equation
Case 2 Unrestricted Constant and Mo Trend
Variable Coefficient Sid. Error t-Statistic Prob.
LINR_POS 0.6351286 0.20532432 2093287 0.0045
LIMNR_MNEG 21860325 0.2173891 6.287518 0.0000
LMZ 00276132 0081310 0.239599 07367

EC = LIMNF - (0.6252*LINR_POS + 2 1260°LINR_MNEG + 0.02756%LM2 )

F-Bounds Test

Mull Hypothesis: Mo levels relationship

Test Statistic Walue Signif. 10y 1)
Asymptotic: n=1000
F-statistic 14 75503 10%5 272 377
K 3 5% 3.23 4 35
2 5% 3.69 4 89
1%4 4 29 5.61
Actual Sample Size 36 Finite Sample: n=40
10%% 2933 4 02
5% 2.548 4. 803
1%4 5018 6.6
Finite Sample: n=35
10%% 2.958 4.1
5% 3.615 4. 913
1%4 5.198 G.845
t-Bounds Test Mull Hypothesis: Mo levels relationship
Test Statistic Walue Signif. 10y I1)
t-statistic -7.348531 10%% -2.587 -2.46
5% -2.86 -3.78
2 5% =213 -4.05
1% -3.43 -4 37
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Wald Test
Equation: MARDLOA
Test Statistic Value df Probability
t-statistic -2 614836 28 0.0142
F-statistic 6.837630 (1, 28) 0.0142
Chi-square 6.837630 1 0.0089
Mull Hypothesis: -CLANC(2)=-Cl4)C(2)
Mull Hypothesis Summary:
Mormalized Restriction (= 0) Value Std. Err.
-CINC(2) + CENC(2) -28.75521 10.99673
Delta method computed using analytic derivatives.
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