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STUDY THE CAUSAL RELATIONSHIP BETWEEN NICHOLAS KALDOR'S
MAGICAL SQUARE VARIABLES AND THE FLUCTUATIONS IN OIL PRICES
IN ALGERIA: AN EMPIRICAL ANALYSIS USING THE TODA-YAMAMOTO
METHODOLOGY
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ABSTRACT: Through this paper, we tried to analyse and measure the causal relationship of the
oil price variable on the one hand and both the economic growth rate, the inflation rate, the balance of
payments and the unemployment rate on the other in Algeria during the period 1985-2017, which
represents Caldor's magic square variables, using the Toda-Yamamoto methodology, where the
absence of any causal link from the price of petroleum was found to be the balance of payments,
while showing a trace of payments. The results have also shown by using the PCA method that there
is an inverse relationship between oil prices, inflation and unemployment, as well as a direct link
between oil prices, economic growth and the balance of payments.
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F1 F2 3 | F4 F5
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F1 F2 F3 F4 F5
CHO -0,9374 0,2550 -0,0531 -0,0872 0,2140
PP 0,8861 0,1406 -0,0087 0,4157 0,1487
INFL -0,8373 0,1943 0,0510 0,4988 -0,0986
PIB 0,1807 0,7431 0,6348 -0,1081 -0,0222
BTC 0,1869 0,7648 -0,6104 -0,0691 -0,0521
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Variables CHO PP INFL PIB BTC
CHO 1
PP -0,7988 1
INFL 0,7672 -0,5224 1
PIB -0,0089 0,2108 -0,0262 1
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Dependent variable: PP

Excluded Chi-sq Df Prob.
PIB 4.307370 5 0.5061
INFL 4.851249 5 0.4343
CHO 5.695872 5 0.3369
BTC 6.078464 5 0.2987
All 14.11612 20 0.8246

Dependent variable: PIB

Excluded Chi-sq Df Prob.
PP 12.56968 5 0.0278
INFL 6.370269 5 0.2718
CHO 6.647264 5 0.2482
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