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The effect of oil prices on the general price level in Algeria
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Abstract:

This research paper aims to study the effect of oil prices on the international market on the general
level of prices in Algeria during the period 1980-2018, and due to the presence of many variables that are
i intertwined with each other, one cannot rely on a single equation to explain the intertwining of the various
! variables that are in most cases Indirect relations between the studied variables. Therefore, we used a 5
system of simultaneous equations to measure the impact of oil prices on the general level of prices in
i Algeria, in order to understand and monitor how the final impact of the change in oil prices is transmitted
¢ on the general level of prices in Algeria. :
This study relied on the econometric approach by describing, formulating, estimating and evaluating the
study model in order to prove and discuss the hypotheses of the study. :
i Keywords: oil prices, gross domestic product; money supply; general price level; Simultaneous equations
i Jel Classification Codes: E31; C12; C13; C32; Q41
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Date: 01/18/20 Time: 20:41

Sample: 1980 2018

observations: 39 Included

Total system (balanced) observations 156

Coefficient Std. Error t-Statistic Prob.
Cc(1) -1294.249 1093.366 -1.183729 0.2384
C(2) 174.3558 20.74945 8.402913 0.0000
C(3) 340.7757 119.6865 2.847236 0.0050
C(4) -0.165058 0.013995 -11.79422 0.0000
C(5) 1378.572 504.7125 2.731401 0.0071
C(6) 4.754164 0.402043 11.82500 0.0000
C(7) 51.62721 30.09906 1.715243 0.0884
C(8) 45.83674 5.740685 7.984543 0.0000
Cc©) 0.009367 0.000910 10.29271 0.0000
Determinant residual covariance 7.34E+19
Equation: GDP=C(1)+C(2)*PB
Instruments: C PB BC
Observations: 39
R-squared 0.656162 Mean dependent var 6218.162
Adjusted R-squared 0.646870 S.D. dependent var 6614.621
S.E. of regression 3930.724 Sum squared resid 5.72E+08
Durbin-Watson stat 2.023345
Equation: DEF=C(3)+C(4)*GDP
Instruments: C PB BC
Observations: 39
R-squared 0.764520 Mean dependent var -685.5818
Adjusted R-squared 0.758156 S.D. dependent var 1043.473
S.E. of regression 513.1556 Sum squared resid 9743163.
Durbin-Watson stat 2.328882
Equation: M2=C(5)+C(6)*DEF+C(7)*BC
Instruments: C PB BC
Observations: 39
R-squared 0.788668 Mean dependent var 4311.738
Adjusted R-squared 0.776927 S.D. dependent var 5137.071
S.E. of regression 2426.268 Sum squared resid 2.12E+08
Durbin-Watson stat 1.751598
Equation: IPC=C(8)+C(9)*M2
Instruments: C PB BC
Observations: 39
R-squared 0.817996 Mean dependent var 86.22615
Adjusted R-squared 0.813077 S.D. dependent var 60.52393
S.E. of regression 26.16726 Sum squared resid 25334.84
Durbin-Watson stat 1.596466
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