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i Abstract: This paper examines the relationship between financial development and economic
i growth for the Algerian economy in the short and long —run over the period 2003-2014, This :
i analysis is based on the Autoregressive distributed lag (ARDL) approach given by Pesaran et :
: al,(2001). And the Unrestricted Error Correction Model (UECM).
i The cointegration test indicates the existence of a long- run relationship between financial :
i development and economic growth, The study showed a negative effect of money supply and trade :
: openness on economic growth in the long term and short term, And the existence of a positive
: impact of (real interest rate and domestic credit to private and public sectors on economic growth, :
i Therefore the finding of this study does not strongly support the view that financial development :
. enhance economic growth In Algeria. :
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:(Unit Root Test) 84>l yodor ylax! .2

Ll o Bulyll) 2 Sladl OF o w2 WS ARDL g gedas 3
Gwks 2515 (02) 5 (01) Jsid) moss (PP) Qg ol 5 «(ADF) pshl JJp (S Ll ] ¢ wlpanell 20 LISl

:L_;i L«f&b\.&:—\]\ ol

C.wji\ Jsjﬁ éb —owe S.Ap-)j\ ).Ap- C:Lu (01) VJJ Jj.b-

Gl e el o o

Series Prob. Lag Max Lag Obs

G_PIB 0.8979 7 9 40
M2_Q 0.0585 1 9 46
MMR_Q 0.2890 1 9 46
PRI_SEC Q 0.0000 0 9 47
PUB_SEC_Q 0.0001 8 9 39
OPEN_Q 0.4353 6 9 41
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DY AP gl g Sos e

Series Prob. Lag Max Lag Obs
D(G_PIB) 0.0148 6 9 40
D(M2_Q) 0.0001 0 9 46
D(MMR_Q) 0.0000 0 9 46
D(PRI_SEC_Q) 0.0000 2 9 a7
D(PUB_SEC Q) 0.0703 8 9 38
D(OPEN_Q) 0.0001 2 9 a4

EVIEWS 8 mby e slaxeVU cpmUl slie] a2 jald

Ogp reld oo gl o L5 1(02) o) g

Gyl e Ogpy s L

Series Prob. Bandwidth Obs

G_PIB 0.0001 10.0 47
M2_Q 0.0000 4.0 a7
MMR_Q 0.0227 3.0 47
PRI_SEC_Q 0.0000 2.0 a7
PUB_SEC Q 0.1287 11.0 a7
OPEN_Q 0.4680 4.0 47

Ao oMSUl) g s L

Series Prob. Bandwidth Obs

D(G_PIB) 0.0001 10.0 46
D(M2_Q) 0.0001 1.0 46
D(MMR_Q) 0.0000 1.0 46
D(PRI_SEC Q) 0.0001 19.0 46
D(PUB_SEC Q) 0.0000 45.0 46
D(OPEN_Q) 0.0000 6.0 46

EVIEWS 8 by e slazeVl (iU slas] e 1yl

A e BT PIB, MMR, Open) » S 5m) odll OF 015 ADF L) sl e il ol V1 mils JM g ez
5 Syied) e Ol odd degl) Alllld) ) s ple e Ju kzé)\ c.\&i\ b i L}L"J\.gj %35 Ly (Sotun Lo Aol
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Sl ol Of s e g Agtdl il o ST 2l ) OF U4 e LoV Bl e i) Ll ool L
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ADF Lt J3 allgd) fod) @ gl el s 55 (PP jlas plasssaly SISy syl die s (62N il
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:Johansen Cointegration Test) & il JulSdl jlas1 3

UECM sl e Wtk s 2358 55 O 0 o ARDL gtk b St ada sl oS Ll ol ol 0]
e bl oib ARDL 356 32l ¢ Pesaran et al (2001) e slaze¥iy 5,550 @slall godany (1) bl &
A(GDP)t = C + al (GDP)t_l + az(MZ)t_l + a3 (MMR)t_l + CZ4 (PRI SeC)t_l

+ a5 (PUB Sec)_1 + ag (Open);_4
p-1 q:-1

+ ) BB (GDP) i+ ) By B (M2)

l

1= =0
q:-1 qs—1

+ z s A (MMR) ,_; + Z 04 A (PRI Sec) ,_;
- .

l

= =0
qs—1 qs—1

+ Z @s; A (PUB Sec) (_; + z Dei A (Open) e_; + ¢ vev e e (2)
i=0 i=0

JS lgmze sae a4 oy skl sull 3 B3 4,00 « Johansen cointegration test » cilss> jlaxl asiiw
Atrace d‘\f'm

rall S et s 1(03) o3, Jgdr

Hypothesized Trace 0.05

Sl PO F%¢race PO Jlzy)

None * 0.781199 136.4227 95.75366 0.0000
Atmost 1 0.510496 66.52140 69.81889 0.0891
Atmost 2 0.279281 33.66075 47.85613 0.5204
Atmost 3 0.209438 18.59546 29.79707 0.5223
Atmost 4 0.121752 7.784975 15.49471 0.4887
Atmost 5 0.038646 1.812960 3.841466 0.1782

Trace test indicates 1 cointegratingeqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
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**MacKinnon-Haug-Michelis (1999) p-values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Sl &l LI Bl ol LI &l Jaayl
None * 0.781199 69.90129 40.07757 0.0000
Atmost 1 0.510496 32.86066 33.87687 0.0657
Atmost 2 0.279281 15.06529 27.58434 0.7430
Atmost 3 0.209438 10.81049 21.13162 0.6662
Atmost 4 0.121752 5.972014 14.26460 0.6168
Atmost 5 0.038646 1.812960 3.841466 0.1782

Max-eigenvalue test indicates 1 cointegratingegn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

EVIEWS 8 el e sbazeWU catm Ul sle] e 2yl

LS5 (1=0) ao,d) ) 3 &f (trace testy Y1 L) o alaall 3500 ) Lt e ) drall LS el oy
i) 304 L g Hy Gedad) 20,80 jabs Wy (05 digine Syt s o ) dadl) o 8T Appace pmst] dagdl) O
Hly elyie JolSS B sy B 3

B dorgs il s QUL 5 905 Bsne Soies e B ) Bl o rol Bgust) A0 il (FE1) Bl el 24 L

Ayl ey By cpalize LSS
:Granger &l BN Lol 4

@ imsll ALE el w5 e lely ($aLaBV) sl g QU1 skl Gy el SO ol L) Al ads (3 gl
:é\;ﬁ\ Jj-ur\

Fnd) S Ll il (04 o3y gt

NullHypothesis: Obs F-Statistic Prob.

M2_Q does not Granger Cause G_PIB 44 0.68385 0.6079
G_PIB does not Granger Cause M2_Q 0.48938 0.7435

MMR_Q does not Granger Cause G_PIB 44 0.90453 0.4719
G_PIB does not Granger Cause MMR_Q 1.26117 0.3037
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PRI_SEC_Q does not Granger Cause G_PIB 44 1.21234 0.3231
G_PIB does not Granger Cause PRI_SEC_Q 2.14505 0.0958

PUB_SEC_Q does not Granger Cause G_PIB 44 0.37169 0.8272
G_PIB does not Granger Cause PUB_SEC_Q 1.38939 0.2577

OPEN_Q does not Granger Cause G_PIB 44 3.13983 0.0263
G_PIB does not Granger Cause OPEN_Q 2.14627 0.0957

MMR_Q does not Granger Cause M2_Q 44 0.53194 0.7131

M2_Q does not Granger Cause MMR_Q 0.60752 0.6599

PRI_SEC_Q does not Granger Cause M2_Q 44 1.52584 0.2160
M2_Q does not Granger Cause PRI_SEC _Q 0.75125 0.5639

PUB_SEC_Q does not Granger Cause M2_Q 44 1.55572 0.2078
M2_Q does not Granger Cause PUB_SEC_Q 0.99373 0.4239

OPEN_Q does not Granger Cause M2_Q 44 0.71064 0.5902
M2_Q does not Granger Cause OPEN_Q 0.26022 0.9014

PRI_SEC_Q does not Granger Cause MMR_Q 44 0.03686 0.9973
MMR_Q does not Granger Cause PRI_SEC_Q 0.19855 0.9375
PUB_SEC_Q does not Granger Cause MMR_Q 44 0.78522 0.5426
MMR_Q does not Granger Cause PUB_SEC_Q 0.67932 0.6109

OPEN_Q does not Granger Cause MMR_Q 44 0.60294 0.6631
MMR_Q does not Granger Cause OPEN_Q 1.32497 0.2800

PUB_SEC_Q does not Granger Cause PRI_SEC_Q 44 49.6507 6.E-14
PRI_SEC_Q does not Granger Cause PUB_SEC Q 5.06170 0.0025
OPEN_Q does not Granger Cause PRI_SEC_Q 44 0.12408 0.9728
PRI_SEC_Q does not Granger Cause OPEN_Q 0.85826 0.4985

OPEN_Q does not Granger Cause PUB_SEC_Q 44 0.12157 0.9738
PUB_SEC_Q does not Granger Cause OPEN_Q 0.12012 0.9744

EVIEWS 8 sl Jo slexsVl (iUl sl e 102l
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Y Ak laill J2) oLyl OF sl pdall b L s 2510 AL (3 LT ol plaill 21 OLaYl oy gadl Jukae
el Jhee 3 S8

:OPEN 5 PIB oy pol) dndly

e dls LW 5 (0.10>0.0957) 5 (0.10>0.0263) %10 1 BI Faslaxy paas OV bl 3 paadl 253 abs
Lezny ) (g FA) SLaBYl ey Lo M 5002 sgd> (3 Wgde ()l ALEY) Boys g sed) Jdme Cp GpaE O3 i
e s et Olles e Lol

PRI Sec sPUB SeC (ymiiodd &l

A2 OLVI (3 S5 plal plaill A1 0LtV 0B QWL 5 %1 a8 Faslasy Pacd OV ol & abadl o) L
N gt d“g'd\ 9 cupu-\ tU:.EU

b g ahad) o)l abs Wby gkl F e aol sl FOT Jold) I3 e miazd oY) Olpined) 2l U
Gl Bespdl WL 50,05 (e 5T Sl V1 Liagly ccolpald odin oy GpaldY) (3 B BMe 59my pke (6T Bndal) 2,54
Agedo

ARDL- UECM wdl! b (s s 3505 il 5

& ARDL domgie plisenal Y1 abglall oSl il 250 v el g U= Y1 abgb @31 5 i) Ol desy
USRS

ARDL- UECM sl ¢ o) meomas 358 o5 ils 1(05) o3y Jgr

Variable Coefficient Std. Error t-Statistic Prob.*

C 1.037465 0.847237 1.224528 0.2396

G_PIB(-1) -0.802395 0.142695 -5.623160 0.0000
G_PIB(-2) -0.929795 0.154052 -6.035599 0.0000
G_PIB(-3) -0.821481 0.145726 -5.637160 0.0000
G_PIB(-4) 0.166423 0.145082 1.147097 0.2693
D(G_PIB(-1)) 1.584853 0.442446 3.582027 0.0027
D(G_PIB(-2)) 0.655058 0.289531 2.262477 0.0389
D(G_PIB(-3)) -0.166423 0.145082 -1.147097 0.2693
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M2_Q -0.357739 0.153938 -2.323917 0.0346
M2_Q(-1) -0.232644 0.132735 -1.752688 0.1001
M2_Q(-2) 0.713682 0.190074 3.754755 0.0019
M2_Q(-3) 1.105701 0.245780 4.498750 0.0004
M2_Q(-4) 0.353901 0.145732 2.428428 0.0282
D(M2_Q) -0.357739 0.153938 -2.323917 0.0346

D(M2_Q(-1)) -0.713682 0.190074 -3.754755 0.0019
D(M2_Q(2)) -1.105701 0.245780 -4.498750 0.0004
D(M2_Q(-3)) -0.353901 0.145732 -2.428428 0.0282
MMR_Q 0.048759 0.101655 0.479651 0.6384
MMR_Q(-1) 0.026764 0.099793 0.268199 0.7922
MMR_Q(-2) 0.337460 0.108433 3.110723 0.0072
MMR_Q(-3) -0.071526 0.098738 -0.724403 0.4300
MMR_Q(-4) -0.493186 0.104626 -4.713805 0.0003
D(MMR_Q) 0.048759 0.101655 0.479651 0.6384
D(MMR_Q(-1)) -0.337460 0.108483 -3.110723 0.0072
D(MMR_Q(-2)) 0.071526 0.098738 0.724403 0.4800
D(MMR_Q(-3)) 0.493186 0.104626 4.713805 0.0003
PRI_SEC_Q 0.031565 0.279920 0.112765 0.9117
PRI_SEC_Q(-1) -1.608609 0.510905 -3.148549 0.0066
PRI_SEC_Q(-2) 0.162124 0.139300 1.163852 0.2627
PRI_SEC_Q(-3) -0.110003 0.214666 -0.512437 0.6158
PRI_SEC_Q(-4) 0.983903 0.454693 2.163883 0.0470
D(PRI_SEC_Q) 0.031565 0.279920 0.112765 0.9117

D(PRI_SEC_Q(-1)) -0.162124 0.139300 -1.163852 0.2627

D(PRI_SEC_Q(-2)) 0.110003 0.214666 0.512437 0.6158

D(PRI_SEC_Q(-3)) -0.983903 0.454693 -2.163883 0.0470

PUB_SEC_Q 2.709182 1.269883 2.133411 0.0498
PUB_SEC_Q(-1) -2.972369 3.787180 -0.784850 0.4448
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PUB_SEC_Q(-2) 20.36111 7.900026 2.577348 0.0210
PUB_SEC_Q(-3) -17.67065 7.552129 -2.339824 0.0335
PUB_SEC_Q(-4) 6.985472 1.777089 3.930850 0.0013
D(PUB_SEC_Q) 2.709182 1.269883 2.133411 0.0498
D(PUB_SEC_Q(-1)) -20.361114 7.900026 -2.577348 0.0210
D(PUB_SEC_Q(-2)) 17.670653 7.552129 2.339824 0.0335
D(PUB_SEC_Q(-3)) -6.985472 1.777089 -3.930850 0.0013
OPEN_Q -0.025789 0.014873 -1.733998 0.1034
OPEN_Q(-1) -0.057789 0.020872 -2.768752 0.0143
OPEN_Q(-2) 0.064982 0.018241 3.562520 0.0028
OPEN_Q(-3) -0.115414 0.016890 -6.833159 0.0000
D(OPEN_Q) -0.025789 0.014873 -1.733998 0.1034
D(OPEN_Q(-1)) -0.064982 0.018241 -3.562520 0.0028
D(OPEN_Q(-2)) 0.115414 0.016890 6.833159 0.0000
CointEq(-1) -3.387248 0.584005 -5.800032 0.0000

LlamY) ol sl
R-squared 0.998297 Akaike info criterion 0.827593
Adjusted R-squared 0.995119 Schwarz criterion 2.003536
F-statistic 314.0876 Hannan-Quinn criter. 1.263689
Prob(F-statistic) 0.000000 Durbin-Watson stat 1.349692

Cointeq = G_PIB - (0.4673*M2_Q -0.0448*MMR_Q -0.1597*PRI_SEC_Q +

2.7789*PUB_SEC_Q -0.0396*OPEN_Q + 0.3063)
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Test Statistic Value

K

F-statistic 11.39591

5

Critical Value Bounds

Significance 10 Bound 11 Bound
10% 2.26 3.35

5% 2.62 3.79

2.5% 2.96 4.18

1% 341 4.68
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