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Analysis of fiscal policy shocks in the Algerian economy for the period 2000-2017
Using Bayesian vector AutoRegression BVAR
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Abstract:

This paper analyzes the economic fiscal policy shocks on economic activity in Algeria using Bayesian

AutoRegression using quarterly data from 2000 to 2017, The results of response functions analysis study
on as follows:
One positive structural shock in government spending an estimated 1% would have a negative impact on
GDP in the first period after shock estimated -0.00028%, to improve with weak impact of start second
period achieved a positive impact until the end of the response time, tops in the fourth period 0.00069%,
as will generate inflationary pressures in the short term, especially in the second period estimated 0.082%.
The government revenue response to shock the Government revenue is more stable compared with the
response of the Government spending shock Government spending, reflecting the public revenue
expenditure dependency.
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PP TEST ADF TEST O el
None Trend and Intercept None Trend and Intercept Syl B
Intercept Intercept
1.0000 0.9150 0.7094 0.9941 0.7726 0.4116 LGDP
0.9745 0.6520 0.7533 0.9627 0.3135 0.3576 LRVN
0.9997 0.7261 0.8242 0.9897 0.5903 0.8068 LEXPN
0.808 0.0683 0.0637 0.1990 0.1017 0.1698 DEF
0.9057 0.7555 0.1284 0.7932 0.6943 0.3393 I
PP TEST ADF TEST O ezl
None Trend and Intercept None Trend and Intercept IV G
Intercept Intercept
0.0000 0.0000 0.0001 0.0000 0.0000 0.0000 DLGDP
0.0000 0.0012 0.0002 0.0213 0.0082 0.0379 DLRVN
0.0000 0.0016 0.0002 0.0135 0.0412 0.0125 DLEXPN
0.0000 0.0000 0.0001 0.0000 0.0003 0.0000 DDEF
0.0000 0.0000 0.0001 0.0000 0.0012 0.0002 DI
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Sample (adjusted): 2001Q4 2017Q4

Trend assumption: Linear deterministic trend
Series: LEXPN LREVN LGDP GDPDEF 1
Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.620941 140.1005 69.81889 0.0000
Atmost1* 0.428178 77.04636 47.85613 0.0000
At most 2 * 0.316329 40.71604 29.79707 0.0019
At most 3 * 0.140537 15.99793 15.49471 0.0420
At most 4 * 0.090331 6.153845 3.841466 0.0131

Trace test indicates 5 cointegrating (s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
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DLEXPN = 0.88032768804*DLEXPN(-1) + 0.0769274873182*DLEXPN(-2) - 2.49985745019e+12*DLGDP(-1) -
192826284720*DLGDP(-2) + 499878422144*DLREVN(-1) - 102071926880*DLREVN(-2) + 2055697200.89*DDEF(-1)
+402132876.148*DDEF(-2) + 99008754829.2*DI(-1) - 3320428008.25*DI(-2) + 1.12734828063e+13
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DLREVN = 1.23907149922e-14*DLEXPN(-1) - 3.30629517763e-15*DLEXPN(-2) - 0.936054011787*DLGDP(-1) -
0.11067176253*DLGDP(-2) + 0.893015121255*DLREVN(-1) + 0.0392514349246*DLREVN(-2) -
0.00250850659281*DDEF(-1) - 0.000573263783908*DDEF(-2) + 0.0124239646476*DI(-1) - 0.00590951722393*DI(-2) -
1.91936260059
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DLGDP = 2.48831734708e-16*DLEXPN(-1) + 2.0399981115%-15*DLEXPN(-2) + 0.259828242977*DLGDP(-1) +
0.0558265932541*DLGDP(-2) - 0.00523213195993*DLREVN(-1) + 0.00539493731367*DLREVN(-2) - 4.21648876845e-

05*DDEF(-1) + 4.54583038743e-05*DDEF(-2) + 0.00350293763741*DI(-1) + 0.00218462149677*DI(-2) +
0.027814463152
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— - Inverse Roots of AR Characteristic Polynomial

Roots of Characteristic Polynomial
Endogenous variables: 1.5
DLEXPN DLREVN DLGDP DDEF DI
Exogenous variables: C
Lag specification: 1 2 1.04
Date: 02/05/19 Time: 18:16

Root Modulus 0.5
0.988816 0.988816
0.895859 0.895859
0.503470 0.503470 0.0 'S .o .e
0.377737 - 0.001532i 0.377740
0.377737 + 0.001532i 0.377740
-0.129531 0.129531 |95
-0.117499 - 0.024453i 0.120016
-0.117499 + 0.024453i 0.120016 1.0
-0.115250 0.115250
-0.053776 0.053776
No root lies outside the unit circle. -1.5 . . . . .
VAR satisfies the stability condition. -1.5 -1.0 -0.5 0.0 0.5 1.0 1.5
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VAR Residual Serial Correlation LM Tests
Null Hypothesis: no serial correlation at lag order h
Sample: 2000Q1 2017Q4

Included observations:70

Lags LM-Stat Prob
1 18.04158 0.8406
2 11.39765 0.9908
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\(AR R_’esidual I—!eteroskeplasticity
Date: 02/05/19 Time: 18:24
Sample: 2000Q1 2017Q4

Chi-sq df Prob.

277.2581 300 0.8227
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Response to Cholesky One S.D. Innovations

Response of DLGDP to DLEXPN Response of DLEXPN to DLEXPN
Response of DI to DLEXPN

Poiod| DDEF DI OLEXPN DLREWN DLGDP [we

L [noomoop ooy 2841 008 000 ||

2 |006ITT0 D004 23011 00373 00NRtS ||

3 10063509 0001330 220E+11 0029271 00065 | awo

4 00Tt 000719 109EL OOG0IB O00DGDY foord

5 0082395 0001181 180E+110023150 0000688 o 1‘2‘3‘A‘5‘6‘7‘8‘9‘1D IUE’“‘1‘2‘3‘4‘5‘5‘7‘3‘9‘10"0015 T T T T T T T T

RespunseofDDEF to DLEXPN RespnnseufDLREVN to DLEXPN2 3 4 5 6 7 8 9 10

6 [00TemT 000103 163E+L 0020800 000062 .

7 1008 0000893 L4TEHLL 001833 0000589

§ [0066l61 0000771 L3EHLL 006286 00005% '

9 [oosen7 -0000ed L2EHL 0064 0000487

10 [oosme 000 109D 001283 0000
Cholesky Ordering: DDEF DI DLEXPN DLREVN DLGDP P e
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Response to Cholesky One S.D. Innovations

ool JOLOON OGP DM 01 Q0 | Meseorse of oLooio oLeev Response of DLBXPH 10 DLREVN  Response of DLREVN 0 DLREVN
T (0000 0D 00 OB QIR | ot
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Variance Decomposition of DLEXPN:
Period S.E. DDEF DI DLEXPN DLREVN DLGDP
2 4.322041 0.004271 0.105432 97.69236 0.320042 1.877897
3 4.329913 0.003734 0.177844 94.51034 0.839371 4.468713
6 4.338426 0.020358 0.273482 82.05648 3.558983 14.09069
7 4.339909 0.037941 0.286293 77.60926 4.716209 17.35029
10 4.342406 0.117966 0.302502 64.82157 8.396681 26.36128
Variance Decomposition of DLREVN:
Period | S.E. DDEF DI DLEXPN DLREVN DLGDP
2 0.134691 0.358365 0.030182 36.32393 50.55484 12.73268
3 0.136898 0.632210 0.031033 32.09949 45.04321 22.19405
6 0.137720 0.958466 0.031637 25.85875 38.62026 34.53088
7 0.137829 1.002691 0.032219 24.68398 37.79562 36.48549
10 0.138163 1.075528 0.034910 22.13766 36.50532 40.24659
Variance Decomposition of DLGDP:
Period S.E. DDEF DI DLEXPN DLREVN DLGDP
2 3.82E+11 0.003396 0.030093 0.412265 0.268307 99.28594
3 4.48E+11 0.003333 0.073785 0.529196 0.267707 99.12598
6 5.85E+11 0.003380 0.107493 0.765877 0.280197 98.84305
7 6.21E+11 0.003462 0.109197 0.815309 0.288554 98.78348
10 7.21E+11 0.004086 0.110897 0.909608 0.327778 98.64763
Variance Decomposition of DDEF:
Period S.E. DDEF DI DLEXPN DLREVN DLGDP
2 0.089650 23.88769 0.058680 0.720375 0.162630 75.17062
3 0.111210 24.01628 0.157771 0.735388 0.184969 74.90559
6 0.153410 23.94537 0.218152 0.852400 0.232056 74.75202
7 0.162752 23.92922 0.219631 0.884445 0.241870 74.72483
10 0.183248 23.90263 0.220111 0.948045 0.259953 74.66926
Variance Decomposition of DI:
Period S.E. DDEF DI DLEXPN DLREVN DLGDP
2 0.025314 1.925015 96.77237 0.087328 0.134323 1.080969
3 0.025555 1.936391 96.53613 0.085353 0.209945 1.232183
6 0.025622 1.951883 96.23784 0.102884 0.430505 1.276889
7 0.025632 1.952446 96.09764 0.109443 0.496372 1.344098
10 0.025663 1.950422 95.63926 0.123715 0.670293 1.616312
Cholesky Ordering: DLEXPN DLREVN DLGDP DDEF DI
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:2017-2000 ot yt el il JusShdt 10T o3y kol
YEAR LGDP LEXPN LREVN GDPDEF i YEAR LGDP LEXPN LREVN GDPDEF i
2000Q1 [29.04849 27.43471 28.12735 36.78415 2.0547 2009Q1 []29.92226 28.54732 29.00536 -9.644188 6.2763
2000Q2 [29.04604 27.46095 28.09637 26.32584 2.3828 2009Q2 ]29.91462 28.55599 28.94490 -12.91696 6.2788
2000Q3 [29.04650 27.48844 28.07128 17.42561 2.6641 2009Q3 ]29.92662 28.57406 28.91876 -12.82618 6.2813
2000Q4 [29.04987 27.51707 28.05255 10.08347 2.8984 2009Q4 ]29.95758 28.60103 28.92969 -9.371850 6.2838
2001Q1 J29.05612 27.54672 28.04056 4.299397 3.0859 2010Q1 [|30.04184 28.60073 29.03279 9.778700 6.2863
2001Q2 [29.06519 27.57727 28.03556 0.073407 3.2266 | 2010Q2 }30.08931 28.65843 29.08615 15.02706 6.2888
2001Q3 [29.07701 27.60863 28.03765 -2.594503 3.3203 2010Q3 ]30.13756 28.73386 29.14717 18.70590 6.2913
2001Q4 [29.09149 27.64069 28.04678 -3.704333 3.3672 2010Q4 ]30.18638 28.82309 29.21437 20.81521 6.2938
2002Q1 [29.09984 27.69035 28.04955 -0.177190 3.3086 2011Q1 |30.25334 28.90581 29.40707 19.44977 6.2963
2002Q2 [29.12283 27.71643 28.07755 0.597581 3.2852 2011Q2 [|30.29518 29.01916 29.43080 19.18214 6.2988
2002Q3 [29.15125 27.73693 28.11639 1.698874 3.2383 2011Q3 []30.33125 29.14017 29.41750 18.10710 6.3013
2002Q4 [29.18464 27.75217 28.16483 3.126689 3.1680 2011Q4 ]|30.36209 29.26503 29.36564 16.22463 6.3038
2003Q1 [29.23094 27.73705 28.25932 6.181753 2.7266 2012Q1 |30.39018 29.52085 29.07739 11.01362 6.3063
2003Q2 [29.26913 27.75268 28.30635 7.742321 2.7484 2012Q2 ]|30.41095 29.58677 28.98191 8.524748 6.3088
2003Q3 [29.30788 27.77324 28.34683 9.109120 2.8859 2012Q3 ]|30.42679 29.61666 28.91489 6.236903 6.3113
2003Q4 [29.34707 27.79841 28.38145 10.28215 3.1391 2012Q4 ]|30.43793 29.61364 28.88289 4.150083 6.3138
2004Q1 J29.37712 27.85675 28.35519 10.78419 3.7598 2013Q1 [|30.43203 29.43907 28.98435 1.623897 6.3163
2004Q2 [29.42088 27.87803 28.40298 11.76057 4.1434 20130Q2 ]30.43921 29.41699 28.98928 0.195282 6.3188
2004Q3 [29.46797 27.89246 28.46523 12.73407 4.5418 2013Q3 ]30.44686 29.41568 28.99325 -0.776151 6.3213
2004Q4 [29.51783 27.90032 28.53929 13.70468 4.9551 2013Q4 ]30.45498 29.43522 28.99626 -1.290404 6.3238
2005Q1 [29.59197 27.84479 28.67497 16.13775 5.6586 2014Q1 |30.47499 29.53014 28.97206 0.741345 6.3263
2005Q2 [29.63651 27.86287 28.74135 16.51647 5.9914 2014Q2 ]30.47940 29.56305 28.98380 0.305926 6.3288
2005Q3 [29.67533 27.89661 28.79735 16.30618 6.2289 | 2014Q3 }|30.47979 29.59217 29.00482 -0.507841 6.3313
2005Q4 [29.70900 27.94448 28.84443 15.50688 6.3711 2014Q4 ]30.47617 29.61781 29.03454 -1.699955 6.3338
2006Q1 J29.73064 28.03998 28.89045 12.42526 6.2074 2015Q1 ]|30.44686 29.65494 29.09985 -6.363743 6.3363
2006Q2 [29.75836 28.09450 28.91981 11.12525 6.2432 2015Q2 ]30.44358 29.66825 29.13287 -7.075221 6.3388
2006Q3 [29.78468 28.14602 28.94037 9.913558 6.2679 2015Q3 ]30.44492 29.67316 29.16260 -6.927717 6.3413
2006Q4 [29.80970 28.19486 28.95264 8.790173 6.2815 2015Q4 ]30.45085 29.66978 29.18929 -5.921229 6.3438
2007Q1 |29.81735 28.21790 28.87454 5.933293 6.2563 2016Q1 [|30.46531 29.62730 29.18455 -1.665863 6.3463
2007Q2 [29.84672 28.27210 28.90453 5.715251 6.2588 2016Q2 ]30.47850 29.61891 29.21768 0.102632 6.3488
2007Q3 [29.88079 28.33185 28.95767 6.314241 6.2613 2016Q3 ]30.49435 29.61433 29.25854 1.774151 6.3513
2007Q4 [29.91908 28.39603 29.03045 7.730263 6.2638 2016Q4 |30.51274 29.61361 29.30616 3.348695 6.3538
2008Q1 |30.01444 28.52159 29.26302 17.54926 6.2663 2017Q1 ]|30.53354 29.61678 29.35956 4.826263 6.3563
2008Q2 [30.03722 28.56658 29.29923 17.56497 6.2688 2017Q2 |30.55658 29.62378 29.41773 6.206856 6.3588
2008Q3 [30.04413 28.59518 29.29981 15.36334 6.2712 2017Q3 |30.58170 29.63454 29.47974 7.490473 6.3613
2008Q4 [30.03549 28.60873 29.26485 10.94436 6.2738 2017Q4 ]30.60874 29.64893 29.54472 8.677115 6.3638

Source:

-  www.fmi.org
- http://www.dgpp-mf.gov.dz/index.php/retrospective.
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