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The impact of foreign capital inflows on inflation in Algeria  
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Abstract: 

  Inflation is one of the economic problems that the Algerian economy suffers from, which is 

caused by many factors and variables that contribute to increasing its rates and pushing local price 

levels to rise. Therefore, this study aims to measure the impact of one of the factors that can affect 

inflation, which is foreign capital inflows through an econometric study of annual data during the 

period 1990-2019 using FMOLS method. The study concluded that there is a long-term equilibrium 

relationship between inflation and foreign capital inflows, as well as the controlling variables included 

in the model, in addition to a significant positive effect of foreign capital inflows on inflation in 

Algeria during the study period. 
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0881 0880 0881 0882 0883 0884 

%05654 14677 20656 11643 18613 18667 

0885 0886 0887 0888 1111 1110 

%07656 4662 3684 1653 1622 3611 

1111 1112 1113 1114 1115 1116 

%0630 3615 2685 0627 1620 2656 

1117 1118 1101 1100 1101 1102 

%3673 4662 2680 3640 7678 2614 

1103 1104 1105 1106 1107 1108 

%1680 3667 5628 4648 3615 0684 
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0,00033 28,154 0,352 0,332 28,838 1990 
0,01164 28,490 1,290 0,211 30,003 1991 

0,03 27,351 1,390 0,375 29,146 1992 
0,000001 26,275 1,140 0,326 27,741 1993 
0,000001 30,239 1,395 0,295 31,930 1994 
0,000001 33,049 1,120 0,296 34,465 1995 

0,27 33,651 0,880 0,307 35,108 1996 
0,26 30,897 1,060 0,248 32,465 1997 

0,607 30,687 1,060 0,420 32,773 1998 
0,292 28,204 0,790 0,138 29,423 1999 
0,280 25,462 0,790 0,200 26,732 2000 
1,113 22,748 0,670 0,199 24,730 2001 
1,065 23,038 1,070 0,186 25,359 2002 
0,638 23,770 1,750 0,239 26,397 2003 
0,882 22,416 2,460 0,317 26,075 2004 
1,156 17,082 0,170 0,347 18,755 2005 
1,841 5,899 0,189 0,241 8,170 2006 
1,687 6,130 0,099 0,395 8,311 2007 
2,639 6,241 0,104 0,325 9,308 2008 
2,747 7,414 0,150 0,302 10,614 2009 
2,300 7,253 0,197 0,201 9,951 2010 
2,571 6,054 0,203 0,193 9,021 2011 
1,500 5,516 0,215 0,147 7,378 2012 
1,692 5,246 0,210 0,203 7,351 2013 
1,502 5,521 2,452 0,161 9,636 2014 
-0,538 4,671 1,997 0,071 6,202 2015 
1,638 5,463 1,989 0,145 9,235 2016 
1,230 5,707 1,792 0,175 8,904 2017 
1,466 5,710 1,985 0,145 9,306 2018 
1,381 5,492 1,786 0,176 8,835 2019 
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M2 9عرض النقود بمفهومها الواسع كنسبة من الناتج المحلي الإجمالي. 
OILP

 

(ADF)Eviews
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 Lag LogL LR FPE AIC SC HQ 

0 -732.3790 NA   3.24e+15  52.74135  53.02683  52.82863 
1 -576.8606   233.2776*   6.78e+11*  44.20433   46.20263*   44.81523* 
2 -539.7941  39.71410  9.34e+11   44.12815*  47.83929  45.26268 

Eviews

AIC

 
 

Hypothesized  Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

None *  0.812921  131.3238  95.75366  0.0000 

At most 1 *  0.707323  84.38953  69.81889  0.0022 

At most 2 *  0.511787  49.98629  47.85613  0.0311 

At most 3 *  0.487725  29.91017  29.79707  0.0485 

At most 4  0.282073  11.18113  15.49471  0.2006 

At most 5  0.065682  1.902262  3.841466  0.1678 

 Trace test indicates 4 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values 
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Dependent Variable: INF 

Method: Fully Modified Least Squares (FMOLS) 

Included observations: 29 after adjustments 

Variable Coefficient Std. Error t-Statistic Prob.   

FC 0.641793 0.280336 2.289370 0.0316 

RER -0.446255 0.096229 -4.637408 0.0001 

UN -0.858531 0.324882 -2.642590 0.0145 

M2 0.001333 0.000405 3.296523 0.0032 

OILP 0.135653 0.059746 2.270496 0.0329 

C 30.20017 7.932427 3.807180 0.0009 

R-squared 0.698036     Mean dependent var 8.533793 

Adjusted R-squared 0.632391     S.D. dependent var 9.462898 

S.E. of regression 5.737427     Sum squared resid 757.1156 

Long-run variance 16.07621  
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Cointegration Test - Hansen Parameter Instability  

     
Lc statistic 

Stochastic 
Trends (m) 

Deterministic 
Trends (k) 

Excluded 
Trends (p2) 

Prob.* 

 0.513660  5  0  0 > 0.2 
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Series: Residuals
Sample 1991 2019
Observations 29

Mean       0.547201
Median  -0.334332
Maximum  15.42672
Minimum -7.582518
Std. Dev.   5.170079
Skewness   0.971066
Kurtosis   3.847394

Jarque-Bera  5.425364
Probability  0.066359
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