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THE IMPACT OF ANNUAL INFLATION ON THE INSURANCE DENSITY
INDEX IN ALGERIA -
ECONOMETRIC ANALYTICAL STUDY FOR THE PERIOD (1990-2019)
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ABSTRACT: The study aimed to analyse annual inflation as one of the most important
macroeconomic phenomena determining the purchasing power of insured individuals, while
highlighting its impact on the insurance density index, which is considered one of the most important
indicators for measuring demand in the Algerian insurance market, during the period (1990-2019).
The study found that Algeria’s targeted annual inflation policy since 2013with imbalances in the
structure of the economic sectors, negatively impact its rise, with an inverse correlation between the
evolution of the annual inflation rate and the insurance density index, that is, the increase in inflation
rates affects the size of individual allocation for monetary units of the insurance sector.

Keywords: Annual inflation rate, Exchange rate, Insurance intensity index, VAR.
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VAR Lag Order Selection Criteria
Endogenous variables: INFLATION INDICE
Exogenous variables: C

Date: 101319 Time: 10:41

Sample: 1990 2019

Included observations: 24

Lag LogL LR FPE AIC sC HQ

0 -265.1378 MNA 15963657 2226148 2235065 22.28753
1 -196.2262 1205953 T1614.74 16.85218 17.14669 16.93032
2 -189.6391 1042954 58291.88" 1663659 17.12745" 16.76682%
3 -188.9356 0.996673 78466.28 16.91130 1759850 17.09361
4 -185.4865 4311289 85679.77 16.95721 17.84075 1719161
5 -184.2192 1372926 115456.0 17.18494 1826482 17.47143
6 -180.8214 3114687 1357730 1723512 1851134 17.57370

*indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AlC: Akaike information criterion

SC: Schwarz informalion criterion

HQ: Hannan-Quinn information criterion
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System: UNTITLED

Estimation Method: Least Squares

Date: 10/13/19 Time: 10:50

Sample: 1992 2019

Included observations: 28

Total system (balanced) observations 56

Coefficient Std. Error t-Statistic Prob
Ci{1) 0878494 0.129530 4 633657 0.0000
Ci(2)y -0.094849 0192108 -0.493729 0.6238
Ci(3) -0.005326 0.008283 -0.5673767 05689
Ci4) 0005223 0.009447 0552913 05830
Ci5) 1.893221 2521371 0750870 04568
Ci(6) 3501854 3451199 1.014678 03158
C(7T) -6 571058 3.497045 -1.879032 0.0666
Ci(a) 1480111 0168977 8759225 0.0000
C(ay -0.4948687 071966 -2.877694 0.0061
c(10) 1099272 45 89777 2.395044 0.0207
Determinant residual covariance 1141471

Equation: INFLATIOMN = C1FINFLATION(=1) + CL2PINFLATION(-2) + C(3)
FINDICE(-1} + C4FINDICE(-2) + C(5)
Observations: 28

R-squared 0762079 Mean dependentwvar 7928928
Adjusted R-sguared 0720701 S.D dependentvar 9.004388
S.E. ofregression 4768706 Sum squared resid 5208412
Dwurbin-Watson stat 2168548

Equation: INDICE = C{B) INFLATION(-1) + C{7FINFLATION(-2) + C(8)}
*INDICE(-1) + C(3y INDICE(-2) + C{10}

Observations: 28

R-squared 0.995161 Mean dependentvar 1660.000

Adjusted R-squared 0.994318  S.D. dependentvar 1149.203

S.E. of regression 86.62508 Sum squared resid 172580.8

Durbin-Watson stat 1.625493
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QW el Ae VAR S
INFLATION = 0.87*INFLATION(-1) - 0.094*INFLATION(-2) —
0.005*INDICE(-1) + 0.005*INDICE(-2) + 1.89
R-squared = 0.76 n=28 F-statistic = 18.41
Durbin-Watson stat = 2.16
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Durbin-Watson stat = 1.82
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inflation

Date: 10/0419 Time: 20:31
Sample; 1990 2019
Included obsenvations: 30

Autocortelation  Partial Correlation PAC Q-Stat Prob

23641
38659
48.155
52665
53206
53332
53875
54758
55816
57.225
58516
59.093
61174
62314
63510
64535

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
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Date: 1004119 Time: 20:19

Sample: 1990 2019

Included observations: 30

Autocorrelation  Partial Comelation AC  PAC  QSlal Prob
' 1 0827 0927 28438 0.000
' ' 2 0843 -0.112 52815 0.000
' ' 3 0749 -0.114 72781 0.000
' ' 4 0552 -0.073 88458 0.000
' ' 5 0546 -0.108 99.920 0.000
' ' 6 0435 -0.107 107.49 0.000
' ' 7 0326 -0.054 11191 0.000
' ' 8 0224 -0019 11410 0.000
' ' 9 0.130 -0.035 11487 0.000
' ' 10 0.036 -0.086 114.93 0.000
' ' 11 -0.058 -0.100 11510 0.000
' ' 12 -0.143 -0.042 11620 0.000
' ' 13 -0.209 0.039 11866 0.000
' ' 14 -0.267 -0.056 12294 0.000
' ' 15 -0.318 -0.048 12941 0.000
' ' 16 -0.358 -0.019 13821 0.000
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