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Abstract :

This paper investigates the
relationship between inflation
and some of the instruments of
macroeconomic  policy  in
Algeria represented by financial
and monetary instruments. This
explanation was followed by the
theory of inflation and the
various schools that dealt with it.
In the applied side, a non-linear
approach was adopted between
inflation and its determinants of
both policies using LSTAR
models  This  study, after
estimating the relationship with
the use of some software such as
JMulTi, found that the exchange
rate variable represents the
threshold for the transfer of this
relationship. It also concluded
that the Algerian economy, like
many other countries,
Developing economies suffer
from the dominance of fiscal
policy
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Transition Suggested
F F4 F3 F2
variable model
3.5672e- 3.8776e- 1.7564e- 4.4276e-
Y(t-2) ESTRI1
02 02 01 01
2.7954e- 9.4497e- 1.2044e- 2.8919e- )
X2(t) Linear
01 01 01 02
2.9428e- 9.1154e- 1.8882e- 2.3736e-
X1(t) LSTR1
02 01 01 05
7.8992e- 1.5085e- 6.1834e- 8.5195e-
X2(t-1)* LSTR1
02 02 01 01
5.2341e- 2.5641e- 6.5692e- 6.6693e— )
X1(t-1) Linear
01 01 01 01
1.6719e- 6.3347e- 5.5572e~- 5.7620e-
X2(t-2) Linear
01 02 01 01
2.3529e- 8.0670e- 5.7150e- 7.2465e—
X1(t-2) ESTR1
01 02 01 01
2.4167e- 7.6558e- 1.3024e- 5.2667e-
TREND Linear
01 01 01 02

TESTING LINEARITY AGAINST STR
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(variables in AR part: CONST X2(t-1) X1(t-1) X2(t-2) X1(t-2)
:param. not under test

sample range: [1970, 2016], T =47

p-values of F-tests (NaN - matrix inversion problem
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Gleaall o L& dgbgl dleall dad cavn HAY Al e iy Jihall 8 sl
els catmill cVana o il L ABLae e Copall a8 Apladls Al
Y1 Al alag) lde ol Jd oS1g ¢ LSTR JadDl zdgaill jnfy agih Chgas
Aldadl Ll e diay A5 G 33l Wl ( Starting values ol ad)
) @bl e (grid search)

variables in AR part: CONST Y(t-1) Y(t-2) X2(t) X1(t) X2(t-1) X1(t-
1) X2(t-2) X1(t-2)
restriction theta=0:
transition variable:  X1(t)
], T=472016, 079sample range: [1
transition function: = LSTRI1
grid ¢ { 3.00, 69.00, 30}
grid gamma {0.50, 10.00, 30}
SSR gamma cl

-132.7599  8.1334 59.8966
JMUITI galiyy cilayia 1 yuaal)
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variables in AR part: CONST Y(t-1) Y(t-2) X2(t) X1(t) X2(t-1)
(X1(t-1) X2(t-2) X1(t-2)

:restriction theta=0

:restriction phi=0

:restriction phi=-theta

(transition variable:  XI(t)

sample range: [1970, 2016], T =47

transition function:  LSTRI1

number of iterations: 65

variable start estimate  SD t-stat  p-value
------ linear part -----

CONST -4.67122  -5.01484 26.6933  -0.1879
0.8563

Y(t-1) 0.91910 1.33290 2.2104 0.6030
0.5655

Y(t-2) -0.24918 -0.20877 1.5012 -0.1391
0.8933

X2(t) -0.03977 -0.26185 0.5757 -0.4549
0.6630
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X1(t)

1.45331 1.81862 6.1632 0.2951

0.7765

X2(t-1) -0.00189 -0.18244 0.3483 -0.5239
0.6166

XI1(t-1) -0.64223 -0.58130 1.3181 -0.4410
0.6725

X2(t-2) -0.06409 -0.14320 0.4199 -0.3410
0.7431

X1(t-2) 0.33889 0.76287 1.2194 0.6256
0.5514

---- nonlinear part ----

CONST 10.25394  9.69318 52.6088 0.1843
0.008590

Y(t-1) -1.03487 -1.56940 3.1057 -0.5053
0.006289

Y(t-2) -0.71946 -0.32177 3.0272 -0.1063
0.009183

X2(t) 0.32270 0.60532 1.1497 0.5265
0.006148

X1(t) -1.32787 -1.74579 47181 -0.3700
0.007223

X2(t-1) 0.34838 0.52519 0.4071 1.2900
0.238011

X1(t-1) 0.56662 0.50851 1.8601 0.2734
0.792521

X2(t-2) 0.19871 0.29148 0.6834 0.4265
0.682603

X1(t-2) -0.55681 -1.30841 1.7862 -0.7325
0.487734

Gamma 8.1334 11.7051 1.5677 1.0877
0.312791

Cl 59. 8966 62.90488 _16.7288 0.5323
0.611098

AIC: 4.0287e+00

SC: 4.9885¢+00

HQ: 4.3141e+00

R2: 9.1165¢e-01

adjusted R2: 0.9549

variance of transition variable: 358.9487
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SD of transition variable: 18.9459

variance of residuals: 49.2595

SD of residuals: 7.0185
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The 1%, 5%, and 10% critical values for the detrended and demeaned
data are: —3.93-3.40, and -3.13, spectively.
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Annexe-rapport 2010 p 168 la banque de I’Algérie

Situation économique et financiere de L’Algeérie en 2002, (page 43).
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