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Testing the impact of inflation shocks on Gdp growth in Algeria
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Abstract:

The aim of this article is to search for the impact of inflation shocks towards
growth on the GDP in Algeria, and to achieve this goal we had to address some of
those theoretical concepts of the variables under study, and by relying on the VAR
model,

we concluded that any sudden shock in the inflation rate and the amount of
deviation One norm positively affect the rate of economic growth.

Keywords: Inflation rate, Gross domestic product, Reaction function, Contrast
components
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VAR Lag Order Selection Criteria
Endogenous variables: TINF TCR
Exogenous variables: C
Date: 03/25/21 Time: 20:24
Sample: 1970 2019
Included observations: 49

Lag LogL LR FPE AIC SC HQ
0 -301.8949 NA 4716.920 14.13465 14.21656 14.16486
1 -276.5291 47.19235* 1746.880* 13.14089* 13.38664* 13.23151*
2 -275.0020 2.699052 1963.069 13.25591 13.66549 13.40695
3 -274.1247 1.468922 2278.425 13.40115 13.97456 13.61261
4 -269.5461 7.240623 2232.860 13.37424 1411148 13.64611
5 -265.9526 5.348352 2299.926 13.39315 14.29423 13.72544
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Date: 03/25/21 Time: 11:11
Sample (adjusted): 1970 2019
Included observations: 49 after adjustments
Trend assumption: Linear deterministic trend
Series: INF TCR
Lags interval (in first differences): 1to 1
Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue | Statistic Critical Value Prob.**
None * 0.306867 22.56719 15.49471 0.0036
Atmost 1 * 0.116671 | 5.706646 3.841466 0.0169
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Pairwise Granger Causality Tests

Date: 03/25/21 Time: 11:39
Sample: 1970 2019

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
TCR does not Granger Cause INF 49 2.29827 0.1132
INF does not Granger Cause TCR 1.45493 0.2452

EVIeWSs by pliszal (Ul sl oo 2 glaabl
83



olllly pdslasdd 2y Prob e aslasYi aedll 5iay 05 o3, Jodr JNs e
o Ao Jas e @=005 it of ¢ 0.2452, 0.1132 50 e Obglos
AV e and) Legean e Ol Y5 0138 Y OBl
VAR z3s0dl pu5 5.4

TCR = 0.346951423456*INF(-1) + 0.193542402112*TCR(-1) + 9.91789205416
INF = 0.734665962193*INF(-1) + 0.114390065828*TCR(-1) + 0.490472279597
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Variance Decomposition of

TCR:

Period S.E. TCR INF
1 11.71378 100.0000 0.000000
2 12.43973 94.44234 5.557663
3 12.57658 92.98395 7.016054
4 12.61018 92.49257 7.507431
5 12.62094 92.33553 7.664473
6 12.62599 92.26401 7.735990
7 12.62884 92.22587 7.774135
8 12.63048 92.20442 7.795582
9 12.63140 92.19254 7.807464
10 12.63190 92.18608 7.813919

Variance Decomposition of INF:

Period S.E. TCR INF
1 4.443469 8.150274 91.84973
2 6.304957 19.13087 80.86913
3 7.196445 18.63915 81.36085
4 7.610219 17.95992 82.04008
5 7.810676 17.52310 82.47690
6 7.912131 17.30187 82.69813
7 7.965338 17.19161 82.80839
8 7.993721 17.13585 82.86415
9 8.008946 17.10683 82.89317
10 8.017114 17.09143 82.90857

Cholesky Ordering: TCR INF
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