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Abstract:

This paper aims to examine the impact of monetary and fiscal policy on economic activity

by using an econometric model known as St. Louis equation that explains the impact of

both monetary and fiscal policy in economic activity in Algeria for the period from 1990

to 2015 ,a transition period to a market economy and opening up to the outside world.

We find that there is a positive relationship between monetary policy and economic

activity in the short and long term but a become weaker in the latter, while the impact of

fiscal policy was weak in the first year and then becomes negative in the second year,

which means the inefficiency of fiscal policy in Algeria.

Key words: monetary policy, fiscal policy, economic activity, econometric model.
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Pairwise Granger Causality Tests
Date: 02/11/17 Time: 10:36
Sample: 1990 2015

Lags: 2
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F-
Null Hypothesis: ~ Obs  Statistic Prob.

LOGGEX does not
Granger Cause
LOGM2 24 2.25145 0.1326
LOGM2 does not Granger
Cause LOGGEX 2.29286 0.1282

LOGPIB does not

Granger Cause

LOGM2 24 4.42514 0.0264
LOGM2 does not Granger
Cause LOGPIB 0.01011 0.9899

LOGPIB does not

Granger Cause

LOGGEX 24 2.87841 0.0809
LOGGEX does not Granger
Cause LOGPIB 1.03622 0.3740

VAR (Vector Auto Régression) 3! jlud¥ Sigrs wpis =3
Sz 398 abauly JSU sLasYl olsl e VAR Gl Yl amze Jo slexeW) ¢
Sl 3l 0S5 L My sy AU Al cledall Jlze¥l by dsl (Lo
P ONZPOT RN WHEPRE WP NN, Sy (Vector Auto Régression) 31l a2y
Ba oF & ((2Y1) Bl SVslall arded aslive dad VAR 7396 Gomgin Ofy . olodiall ol
aalsll illy Aalol) asady besge 000 Js1s paze JS700 18 clan A1l Solpadl e el

il Oy gl @ Remls Slne dla g Yy el @ Y A ol S
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VAR Lag Order Selection Criteria
Endogenous variables: LOGPIB LOGM2
LOGGEX

Exogenous variables: C

Date: 02/06/17 Time: 15:22

Sample: 1990 2015

Included observations: 24

Lag LogL LR FPE AIC SC HQ

0 -1908.203 NA 2.96e+65 159.2670 159.4142 159.3060
1 -1798.488  182.8587*  6.77e+61*  150.8740*  151.4630*  151.0303*
2 -1789.895 1217394 7.31e+61 150.9079 151.9387 151.1814

* indicates lag order selected by the criterion

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

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

VAR Gl jlugY) amne puds — 2-3
1Sy (M YT e danly Z3sad) iz sk sl ol L) sl ud ay
A o G i By SNl 3L o e BpalaY) B lil) 2illas el

AW Vsl doe g ilally g 2N 855 ey
VAR Model - Substituted Coefficients:

LOGPIB2 - 1.14707786144*LOGPIB2(-1) - 0.0530058181104*LOGPIB2(-2) +
0.00292707587057*LOGM2(-1) + 0.00143690053267*LOGM2(-2) ¥
0.0803269107608*LOGGEX2(-1) - 0.395256004501*LOGGEX2(-2) + 32131951567.2
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LOGM2 = - 9.83567265896*LOGPIB2(-1) + 22.5821795859*LOGPIB2(-2) +
0.623632616058* LOGM2(-1) + 0.216063978284*LOGM2(-2) +

8.4045763344*LOGGEX2(-1) - 5.94350279878*LOGGEX2(-2) - 2.83932805379e+12
LOGGEX2 = - 0.0712430139067*LOGPIB2(-1) + 0.393918975598*LOGPIB2(-2) +
0.0072770020251* LOGM2(-1) + 0.00418308071854*LOGM2(-2) +
0.414910437515*LOGGEX2(-1) - 0.202028939993*LOGGEX2(-2) + 51345792648.2

oo el SBaladl o OF 3 Stability Condition &)l by il z3sed) iz
bl @ i e gl Y el OF gm0 sty 3015 J51s a5l plaasy doly)
Al Z3sadl Bl (02) o3y IS oy copldl LS ey Tesllas )
Sl Z3sadl Bl :(02)03y S

Inverse Roots of AR Characteristic Polynomial
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Response to Cholesky One S.D. Innovations + 2 S.E.

Response of LOGPIB to LOGM2 Response of LOGM2 to LOGM2
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Response of LOGGEX to LOGM2
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Response to Cholesky One S.D. Innovations + 2 S.E.

Response of LOGGEX to LOGGEX Response of LOGM2 to LOGGEX
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Response of LOGPIB to LOGGEX
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..variance décomposition ! LS | -5
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Variance Decomposition of LOGPIB:

Period SE. LOGPIB2 LOGM2 LOGGEX
1 5.04E+09 100.0000 0.000000 0.000000
2 7.91E+09 97.96784 1.936402 0.095761
3 1.02E+10 90.83572 8.565545 0.598731
4 1.24E+10 85.11067 13.37874 1.510594
5 1.46E+10 82.90831 15.04339 2.048301
6 1.68E+10 82.13354 15.44201 2.424449
7 1.89E+10 81.90513 15.34074 2.754136
8 2.11E+10 81.99241 14.95749 3.050107
9 2.32E+10 82.27167 14.41061 3.317719
10 2.53E+10 82.65648 13.77880 3.564718

B olpadl ol ) 53 OF Q) A Sl Ll SbSe L ot 2l s
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Variance Decomposition of LOGM2:

Period SE. LOGPIB LOGM2 LOGGEX
1 3.79E+11 0.026541 99.97346 0.000000
2 4 48E+11 0.385724 99.28767 0.326609
3 5.10E+11 0.677041 99.05667 0.266293
4 5.64E+11 3.645364 96.06330 0.291332
5 6.27E+11 8.717645 91.03350 0.248850
6 7.02E+11 15.15294 84.63389 0.213167
7 7.91E+11 22.35733 77.38790 0.254767
8 8.92E+11 29.65736 69.96335 0.379292
9 1.01E+12 36.55672 62.86831 0.574965
10 1.13E+12 42.81002 56.36840 0.821582
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Variance Decomposition of LOGGEX:

Period SE. LOGPIB LOGM2 LOGGEX
1 3.77E+09 34.61073 0.101996 65.28727
2 4.85E+09 22.47589 31.27838 46.24573
3 6.63E+09 15.23172 60.06035 24.70793
4 8.24E+09 18.60739 65.38314 16.00947
5 9.92E+09 24.79419 64.15458 11.05123
6 1.18E+10 31.29091 60.80326 7.905835
7 1.39E+10 37.65002 56.42547 5.924511
8 1.61E+10 43.57315 51.73624 4.690607
9 1.85E+10 48.87670 47.18149 3.941814
10 2.11E+10 53.53321 42.95594 3.510849

Cholesky Ordering: LOGPIB LOGM2 LOGGEX2
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4- Garnier (Olivier) et Capul (Jean yres),"dictionnaire d'économie et des sciences sociales',
éd 'haitier, paris 1994, p310.
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