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Abstract:

In this paper we examine the causal study between the objectives of the
macroeconomic policy of gdp, trade balance, inflation and unemployment (square
magic). In order to trace the path of these variables to the square magic VAR. This
study, concluded to existence a relationship in both directions between the balance
of trade and unemployment and only one direction trade balance towards growth
and growth towards inflation and inflation towards unemployment.

Key words: square magic, Algerian economy, the objectives of economic policy,
Causal relationship, vector auto regression.
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VAR Lag Order Selection Criteria
TRAD UNMP INF Endogenous variables: GDP
Exogenous variables: C
Date: 07/23/17 Time: 22:35

Sample: 1 46
Included observations: 42

Lag LogL LR FPE AIC SC HQ
0 -591.7538 NA 24587722 28.36923 28.53472 28.42989
1 -489.0166 181.0133* 397088.0*  24.23888* 25.06635* 24.54218*
2 -483.7979 8.200733 678581.4 24.75228 26.24171 25.29822
3 -469.3439 19.96026 773245.6 24.82590 26.97730 25.61447
4 -453.5424 18.81137 873614.4 24.83535 27.64872 25.86656

* 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
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Vector Autoregression Estimates

Date: 07/05/17 Time: 22:40

Sample (adjusted): 1971 2015

Included observations: 45 after adjustments
Standard errors in () & t-statistics in [ ]

UNMP GDP INF TRAD

UNMP(-1) 0.890711 0.377877 -0.158820 0.304557
(0.06083) * (0.32238) (0.12044) (0.17916)
[14.6432] ™ [1.17216] [-1.31867] [ 1.69993]

GDP(-1) -0.009341 0.169605 0.147439 -0.089622
(0.03171) (0.16807) (0.06279) (0.09341)
[-0.29455] [ 1.00911] [ 2.34806] [-0.95949]

INF(-1) 0.086244 0.130618 0.699315 0.044984
(0.05347) (0.28340) (0.10588) (0.15750)
[1.61287] [ 0.46090] [ 6.60502] [ 0.28562]

TRAD(-1) -0.064318 -0.381493 -0.102428 0.819987
(0.03795) (0.20114) (0.07515) (0.11178)
[-1.69469] [-1.89664] [-1.36306] [ 7.33553]

Cc 1.375180 6.070732 3.571128 -4.380157
(1.19876) (6.35324) (2.37355) (3.53076)
[ 1.14717] [ 0.95553] [ 1.50455] [-1.24057]

R-squared 0.871228 0.208672 0.707652 0.610991
Adj. R-squared 0.858351 0.129539 0.678417 0.572090
Sum sq. resids 204.1360 5733.866 800.3040 1770.897
S.E. equation 2.259071 11.97275 4.472986 6.653753
F-statistic 67.65688 2.636984 24.20581 15.70633
Log likelihood -97.87503 -172.9206 -128.6146 -146.4853
Akaike AIC 4.572223 7.907582 5.938428 6.732678
Schwarz SC 4.772964 8.108322 6.139169 6.933419
Mean dependent 18.83102 16.28289 9.156763 2.556222

S.D. dependent 6.002380 12.83273 7.887713 10.17163
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Determinant resid covariance (dof adj.) 205476.3
Determinant resid covariance 128277.8
Log likelihood -520.0529
Akaike information criterion 24.00235
Schwarz criterion 24.80531

Standard errors sl ol dal 4Ll S BLEY (%)
t-statistics ciss slas| (*%)
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VAR (1) z35adl oVslae 3 JoV1 W) gl Wald jles) w15 14 Jguad!
Date: 0BA9/L7 Time: 09:53

Sample: 1 46
Included observations: 45

Chi-squared test statistics for lag exclusion:
Numbers in [ ] are p-values

gdp inf trad unmp Joint

Lag 1 1054794  96.82325  62.82532  270.6275  605.7633
[0.032143] [0.000000] [7.39e-13] [0.000000] [ 0.000000]

df 4 4 4 4 16
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Roots of Characteristic Polynomial Inverse Roots of AR Characteristic Polynomial
Endogenous variables: unmp gdp inf trad 15
Exogenous variables: C
Lag specification: 1 1 1.0
Date: 07/06/17 Time: 12:52
0.5
Root Modulus
0.0
0.888530 - 0.173415i1 0.905295
0.888530 + 0.173415i 0.905295 057
0.690006 0.690006
0.112551 0.112551 | 9]
No root lies outside the unit circle. -1'5_1.5 10 05 0o o0s 10 15

VAR satisfies the stability condition.
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VAR Residual Serial Correlation LM Tests

Null Hypothesis: no serial correlation at lag order h
Date: 07/06/17 Time: 12:59

Sample: 1970 2015

Included observations: 45

Lags LM-Stat Prob
1 8.910322 0.9171
2 16.27921  0.4336
3 16.53891 0.4160
4 12.49001 0.7096

Probs from chi-square with 16 df.
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jarque-bera ;L) #1516 Jgiad!
Component Jarque-Bera  Df Prob.

1 38.18144 2 0.0000
2 126.6245 2 0.0000
3 1.869122 2 0.3928
4 0.486121 2 0.7842

Joint 378.3738 55 0.0000
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