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The Impact of Monetary Mass on Inflation in Algeria: an Empirical
Study During the Period 1980-2017 Using an ARDL Model
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Abstract: The objective of this work is to determine the effect of the (monetary mass)
on inflation in Algeria using an empirical study during the period 1980-2017. Based on
both GDP, Money supply and exchange rate as independent variables in addition to the
dependent variable represented by the inflation rate using the ARDL. By estimating the
empirical model, an inverse correlation was found between the GDP and the inflation
rate, while the monetary mass has a positive correlation with inflation according to the
quantitative theory of money, while the exchange rate negatively affects inflation.
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LNINF LNM LNM?2 LNPIB LNTC

Mean 1.805361 6.433115 7.255551 7.765266 3.422182
Median 1.663347 6.530355 7.154922 8.015490 4.120526
Maximum 3.455359 8.834901 9.614111 9.847264 4.830870
Minimum -1.081274 3.897924 4.538378 5.090678 1.344808
Std. Dev. 0.992291 1.663888 1.627446 1.601832 1.212888
Skewness -0.304982 -0.132332 -0.020118 -0.282060 -0.685526
Kurtosis 3.379066 1.632398 1.627474 1.640327 1.757479
Jarque-Bera 0.816599 3.072274 2.985291 3.430993 5.420768
Probability 0.664780 0.215211 0.224777 0.179874 0.066511
Sum 68.60372 2444584 275.7109 295.0801 130.0429
Sum Sq. Dev. 36.43172 102.4353 97.99742 94.93699 54.43056
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UNIT ROOT TEST TABLE (PP)

At Lewel
LNINF LNM LNM2 LNPIB LNTC
With Constant t-Statistic -3.2274 -0.4975 -1.4213 -1.5712 -1.3124
Prob. 0.0262 0.8805 0.5614 0.4869 0.6136
*k n0 n0 n0 no
With Constant& Trend t-Statistic -3.3053 -1.8618 -0.9202 -0.3337 -1.1741
Prob. 0.0811 0.6538 0.9428 0.9865 0.9013
* n0 n0 n0 no
Without Constant & t-Statistic -1.5437 4.8369 6.6864 47111 1.7115
Trend Prob. 0.1137 1.0000 1.0000 1.0000 0.9769
n0 n0 n0 n0 no
_ At FirstDifference
With Constant d(LNINF) d(LNM) d(LNM2) d(LNPIB) d(LNTC)
t-Statistic -8.5192 -4.4208 -4.6992 -3.8759 -4.0660
Prob. 0.0000 0.0012 0.0006 0.0053 0.0032

With Constant& Trend

*kk

*kk

*kk

*kk

*kk
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t-Statistic -8.4152 -4.3518 -4.8514 -3.9893 -4.1207
Prob. 0.0000 0.0075 0.0021 0.0181 0.0132
Without Constant & xkx el R *ok RE
Trend t-Statistic -8.6380 -2.8703 -1.6750 -2.0195 -3.2848
Prob. 0.0000 0.0053 0.0883 0.0430 0.0017
*k% *kk * *% *k%k

UNIT ROOT TEST TABLE (ADF)

At lewel

With Constant LNINF LNM LNM2 LNPIB LNTC
t-Statistic -3.1665 -0.4975 -1.4213 -1.7569 -1.4980
Prob. 0.0302 0.8805 0.5614 0.3953 0.5235

With Constant& Trend *x n0 n0 n0 n0
t-Statistic -3.1998 -1.5817 -0.6439 0.0117 -0.7034
Prob. 0.1001 0.7810 0.9700 0.9949 0.9654

Without Constant & n0 n0 n0 n0 n0

Trend t-Statistic -1.2476 2.7431 8.8938 24170 0.5711
Prob. 0.1911 0.9979 1.0000 0.9953 0.8347

no n0 no n0 n0

At First Difference

With Constant d(LNINF) d(LNM) d(LNM2) d(LNPIB) d(LNTC)
t-Statistic -8.3711 -4.4839 -4.6959 -3.8941 -3.9074
Prob. 0.0000 0.0010 0.0006 0.0050 0.0048

With Constant& Trend rxk xk *xk xk rokk
t-Statistic -8.2857 -4.4202 -4.8420 -3.9051 -3.9983
Prob. 0.0000 0.0063 0.0021 0.0224 0.0177

Without Constant & i ok i *x *x

Trend t-Statistic -8.4794 -1.2223 -2.0139 -2.2441 -1.2296
Prob. 0.0000 0.1988 0.0435 0.0258 0.1965

*k%k nO *% *% no
Notes: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1%. and (no) Not
Significant

*MacKinnon (1996) one-sided p-values.
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Akaike Information Criteria (top 20 models)
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Selected Model: ARDL(3, 5, 4, 0, 0)

Variable Coefficient Std. Error t-Statistic Prob.*
LNINF(-1) 0.103727 0.240810 0.430740 0.6724
LNINF(-2) -0.060175 0.249803 -0.240890 0.8127
LNINF(-3) 0.350034 0.191550 1.827376 0.0864
LNM 3.748402 1.805272 2.076364 0.0543
LNM(-1) -1.446622 1.649215 -0.877158 0.3934
LNM(-2) 1.528855 2.134247 0.716344 0.4841
LNM(-3) -2.221212 1.782953 -1.245805 0.2308
LNM(-4) 2.061863 1.690943 1.219357 0.2404
LNM(-5) -3.442668 1.248930 -2.756493 0.0140
LNM2 5.177197 2284884 2.265846 0.0377
LNM2(-1) ~7.734624 2.979872 -2.595623 0.0195
LNM2(-2) 7.316777 2.870163 2.549255 0.0214
LNM2(-3) -4.525268 2518781 -1.796610 0.0913
LNM2(-4) 3.046713 1.553296 1.961450 0.0675
LNPIB -4.265147 1.248214 -3.417001 0.0035
LNTC 0.630280 0.614422 1.025810 0.3202
C 5.711837 3.704636 1.541808 0.1427

R -squared 0.864520 Mean dependent var 1.756803
Adjusted R -squared 0.729040 S.D. dependent var 1.001502
S.E. of regression 0.521320 Akaike info criterion 1.841481
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Sum squared resid 4.348401 Schwarz criterion 2.612409
Log likelihood -13.38443 Hannan-Quinn criter. 2.100875
F-statistic 6.381153 Durbin-Watson stat 1.979202
Prob(F-statistic) 0.000299
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Bounds Tests i jlast :05J9u3

Test Statistic Value k
F-statistic 3.527963 4

Critical Value Bounds

Significance 10 Bound I1 Bound
10% 2.2 3.09

5% 2.56 3.49
2.5% 2.88 3.87

1% 3.29 4.37

Eviews 9 wla 2y 5ol e sleazsVU Ul slae) n ¢ daald
FISHER sgudi jLast ool ¢5b1 0f ops (2018 cal) st
20813 6) e [f LEVEL 4 I) LEVEL O F-STAT .30, (solall o 41 #3*

drie LSS s F-STAT>1; o

Jiia LSS dia o F-STAT>1, e

S ase o els aibs [[KF-STAT<I, o
o) n i oSS gy w1 Uil s aey Fstat=3.52>1,=(3.49),(3.09) we of L
Al Sl ally o
3979 s Bounds test s5udi Lzl ol 2] e 'VECM-ARDL b movas d2ege —10
A et ) e Lol menad) 2385] s O 13] 2elys OVT Jglomin cliadl o it LSS
(AW g g LS C(1) W) momnas 2adas 2> 32 b o (Kuma, 2018) 4 sblt

ot e dngrs 106 Jgud

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(LNINF(-1)) ~0.285383 0.162412 “1.757159  0.0980
D(LNINF(-2)) ~0.348692 0.154476 -2.257251

D(LNM) 3.582733 1.222840 2.929846 .
D(LNM(-1)) 2.066935 0.980657 2.107704
D(LNM(-2)) 3.538647 1.147760 3.083088 0.0071
D(LNM(-3)) 1.364709 0.928949 1.469090 0.1612

D(LNM(-4)) 3.476455 1.018093 3.414674
D(LNM2) 5.206062 1.513562 3.439609
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D(LNM2(-1)) ~5.769163 1.636834 -3524586  0.0028
D(LNM2(-2)) 1.455254 1.356516 1.072788 0.2993
D(LNM2(-3)) -3.022757 1.180997 -2.559496 -
D(LNPIB) 4177534 1.203766 ~3.470387 -
D(INTC) 0.764607 0.829532 0.921733 0.3704
CointEq(-1) ~0.609651 0.098441 -6.193030  0.0000

Cointeq = LNINF - (0.3770"\LNM + 5.4102*LNM2 -7.0334*LNPIB + 1.0394
*LNTC +9.4190 )
Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob.

LNM 0.376999 2.873401 0.131203 0.8973
LNM2 5.410151 5.491284 0.985225 0.3392
LNPIB -7.033384 4.677126 -1.503783 0.1521
LNTC 1.039354 1.421450 0.731193 0.4752
C 9.419028 4.048748 2.326405 0.0335

Eviews 9 a2y sl Js slazeVl U slisl e all
1> Jgud B B
LNINF s g5ing sbo 1 & DLNINF(=2)) (o ¢ Jal) oozt Jasl JV1 G40 @
2l el e gimeg a5 b 3e  DLNM sl J¥1 3,400 @
2 el ety 23 b 3Me SD(LNM(-2)) osph 2dall <)l Jo¥1 G401 @
2 el e tgiany 23 b e  D(LNM2)) 2060 dSU Jo¥1 G401 @
il Je gpmey oo pit d DILNM2(=3)) ol edls 2l auid U JoY1 G400 @
Nl
2l o gins g dle 8e J D(LINPIB)) ol J21 sl JoW1 3,40 @
o gizes %05 die gynn 5 3LY1 @ o w1 (C(1) Lkl momnas Julas (o cOING(-1) 20 @
i o2 Gl g 5ae 00,60 Jalas Lol clll ) i) ) e Uah) ead 2T Slia
Jassad ) o ol e simg bl V1 (3 Leaad Sl a1 slas T e i ol
Y sk s sl
tk LS LS e gy skl ) (3 asledi ablall i af Jeadl e i sl (3 @
LNINF= 0.37LNM + 5.41LNM2 - 7.03LNPIB + 1.03LNTC + 9.41
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P
A el d e Betidlly Zoll Jodll Lo gl @ Sl Cp o (2014 (2) oead e
S aaall gl ey sboll slasl e dule SLulSas) e
P e SlegSH ik gl wseadl oYVas Sy e Slalw wal e B0E dnled) e
Al G jay Aid) 2l (Sl
—1980 sl Jos (g3l sl (3 wvad Vo e i AU 06 2y U Gl B
ARDL ata ) aal ogmill 3l A1 2556 plasaal 23y 2017
b b M B ey
LNM2, LNM, LNPIB, ) alizdl oladl OF g 3 oned) (3 jitne o2t Jiae @
oV BN el 2 s Bty Ssrd) 35,300 16 (LNTC
GslasYl & ldl ale ol b pe @l L ey o) Jdes Jo Laimes LA S5 G0l UL o
Jajley yaodl
A Al i e U sl (adl) ks b ey ezl Jies e B3 b BDe U o))l e
Sy ol gtall dodh 055 (2015 @o)) Luiwd wiead gl U 32 U il
53 j9mll Sladdly aldl b e S sLagV) ] Jax et s 0B (vt on Sl gl
2 a3y d o by @ Bl O e ot Jdas e S B d a1 U e
el iz Jby GBI e
(2006-2005 (3uall) 558 I o SIS oy pieiadl Jibae o 23 Mo &) 22)) o @
Sl gl Fms LM eoie Ul e i 30U e ¢ ol OF ¢ ISLMBP
S dagby Bl Bpall an pllad by O Jax) ) (6085 Jly dawsdl Baddl anll] (S
Bl B ey (lby (I slas¥l el Bnall e B G ks Ayl JIsN e
JUsl 4l 635 b gy (6) OB A Yl o 221 35U Jlane) plis)Y B 2Jsl)l JIsaV) 3 )
$25 & o)) ded 1555 bl Lgms Jabsny dasd ded (3 e ws iy it LM gt
LB Jdas e 3Bl5m a2y (3 Ol B3l Lt IS gt Jast )
o Ol BleY WIS g ST il Sty ol padl G il ) (3 255 BOe 302y @
e 1.66 =$ Ly suke I3 (61 0.60- Jalag szl |1 1 okl Y
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