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Abstract

The objective of this study is to examine the asymmetry effect of oil
prices on the inflation rate in Algeria during the period 1970-2017, using
annual data on the Algerian economy using an NARDL model-regression
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model. Considering both oil prices and domestic output as independent
variables.

The results found a relationship in the short and long term between oil
prices and inflation, since rising oil prices Petrol lead to low inflation, while
lower oil prices Petrol-lead to higher inflation.

Keywords: Oil prices, Inflation rate, NARDL, GDP, Asymmetry
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Variable Coefficient Std. Error t-Statistic Prob.*
INF(-1) 0.157855 0.193368 0.816343 0.4354
INF(-2) -1.061569 0.173930 -6.103444 0.0002
INF(-3) -0.103492 0.153587 -0.673835 0.5173
INF(-4) -0.830297 0.153170 -5.420770 0.0004
INF(-5) -0.305241 0.141423 -2.158362 0.0592
INF(-6) -0.627971 0.120225 -5.223278 0.0005
INF(-7) -0.094335 0.122203 -0.771955 0.4599
INF(-8) -0.648126 0.114452 -5.662840 0.0003
INF(-9) -0.136986 0.147874 -0.926370 0.3784
INF(-10) -0.902695 0.150753 -5.987893 0.0002
INF(-11) -0.001454 0.157750 -0.009219 0.9928

PETROL_POS -0.038825 0.061461 -0.631710 0.5433

PETROL_POS(-1) 0.017569 0.101911 0.172391 0.8669

PETROL_POS(-2) -0.243438 0.103286 -2.356938 0.0428

PETROL_POS(-3) 0.121902 0.109996 1.108242 0.2965

PETROL_POS(-4) 0.166648 0.124480 1.338751 0.2135

PETROL_POS(-5) 0.270710 0.106754 2.535833 0.0319

PETROL_POS(-6) 0.091456 0.086981 1.051449 0.3205

PETROL_POS(-7) 0.095857 0.068541 1.063521 0.4755

PETROL_NEG 0.155505 0.067254 2.312193 0.0461

PIB -0.014174 0.007344 | -1.930128 0.0857
PIB(-1) -0.020083 0.011966 | -1.678302 0.1276
PIB(-2) -0.006685 0.012903 -0.518128 0.6169
PIB(-3) -0.027328 0.010083 -2.710386 0.0240

C 350.0691 70.69756 4.951644 0.0008
R-squared 0.986589 Mean dependent var 8.792266
S.E. of regression 1.991608 Akaike info criterion 4.329467
Sum squared resid 35.69851 Schwarz criterion 5.517106
F-statistic 25.46569 Durbin-Watson stat 2.843467

Prob(F-statistic) 0.000011 |
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Test Statistic Value k
F-statistic 3.591291 3
Critical Value Bounds

Significance 10 Bound 11 Bound
10% 2.37 3.2
5% 2.79 3.47
2.5% 3.15 4.08
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Cointegrating Form

Variable Coefficient | Std. Error t-Statistic Prob.
D(INF) 0.010247 0.141699 0.072313 0.9439
D(INF) 0.078438 0.149070 0.526185 0.6115
D(INF) -0.170081 0.147004 -1.156975 0.2771
D(INF) -0.014423 0.142352 -0.101318 0.9215
D(INF) 0.181550 0.178222 1.018674 0.3350
D(INF) 0.121358 0.141037 0.860471 0.4119
D(INF) 0.098065 0.129772 0.755674 0.4692
D(INF) -0.009023 0.012604 -0.715931 0.4922
D(INF) -0.031231 0.013224 -2.361771 0.0425
D(INF) 0.006919 0.013235 0.522808 0.6137
D(PETROL_POS) -0.008489 0.011451 -0.741332 0.4774
D(PETROL_POS(-1)) -0.414252 0.163106 -2.539778 0.0317
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Cointeq = INF - (0.0640*PETROL_POS + 0.0258*PETROL_NEG -0.0131
*PIB + 58.0624 )
Long Run Coefficients

Variable Coefficient | Std. Error t-Statistic Prob.
PETROL_POS 0.064026 0.009045 7.078453 0.0001
PETROL_NEG 0.025792 0.009808 2.629605 0.0274

PIB -0.013062 0.000460 | -28.411292 0.0000
C 58.062400 | 1.527497 38.011471 0.0000
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