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Abstract:

This study aims to determine the effect of the liberalization of interest rates on size of domestic
savings in Algeria during the period 1990-2016, and analysis of the equilibrium relationship
between the two factors in the long run, using the method of cointégration test and the Granger
test of causality, toward this aim we based our study on world bank data, using eviews 8 program,
an attempt to answer the following problem: Has the policy of liberalization of interest rates
positively affected Algeria’s domestic savings?

To answer this problem, this paper has been divided into the following axes:

- General concepts on the policy of financial restraint.

- Fundamentals of Financial liberalization.

- Liberalization of interest rates.

- Econometric analysis of the long-term relationship between savings and interest rates.

The econometric study resulted in the absence of a long-term relationship between the two
variables, contrary to the policy of financial liberalization based on the work of McKinnon and
Shaw (1973), which is based on partial liberalization of interest rates to stimulate national
savings.

Keywords: financial liberalization - interest rates -savings — cointegration.
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-6,051987 -5,071267 -1,616059 -1,962146 3)
0,0002 0,0021 0,7585 0,5938
-1,955020 -1,955020 -1,954414 -1,954414
-6,279172 -5,200253 0,128456 -1,809872 (1)
0,0000 0,0000 0,7146 0,6740
-2,986225 -2,986225 -2,981038 -2,981038
-6,146717 -5,249178 -1,889850 -1,650853 2 (PP)
0,0000 0,0003 0,3318 0,4434
-3,603202 -3,603202 -3,595026 -3,595026
-6,064650 -5,125374 -1,634979 -1,958079 3
0,0002 0,0019 0,7506 0,5959
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EPIB = 0.233867772716*TIR + 0.41657870696
t (0.862149) (21.93290)
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(trace test _ Atrace )Y el s)>1 (1988) jing

Johansen jz wits :(03) @8y Jguond)

S il htrace %610 dr ot il 905 i el el

Ho:r=0 13.1499 19.9371 15.4947
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Pairwise Granger Causality Tests

Date: 06/03/18 Time: 19:35

Sample: 1990 2016

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.

DTIR does not Granger Cause DEPIB 24 2.15284 0.1436

DEPIB does not Granger Cause DTIR 1.43016 0.2639
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- MELARD Guy, Méthodes de prévision a court terme, Edition Ellipses, Bruxelles, 1990, P282.
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- Boujelbene younes et chtioui slimane , libéralisation financiére et impact du développement financier sur
la croissance économique en Tunisie, université du sfax ,volume37, 2006.

= N. Roubini and X. Sala-i-Martin, Financial Development, the Trade Regime and Economic Growth,
Volume 05 NBER Working Paper N° 3876, Cambridge, MA, National Bureau of Economic Research, 1991.

- R. Mc Kinnon, Money and Capital in Economic Development, Brookings Institution, volume 184 , 1973
,p14

- E.Shaw, Financial Deepening in Economic Development,Oxford University Press,volume21, 1973,p23.

- LIUL-Y & WOO W.T, Saving Behaviour under Imperfect Financial Markets and The Current Account
Consequences, Economic Journal,volume35, May1994 , PP .512-527.
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- Bouziani EIl houari, libéralisation financiére au Maroc et ses effets Macroéconomiques, these pour le
doctorat en sciences économigues, Université sidi Mohammed benabdellah, Maroc, 1999, P75.
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- FRY M & MASON A, The Variable Rate-of-Growth Effect in the Life-Cycle Saving Model :
Children, Capital, Inflows , Interest and Growth in a New Specification of the Life Cycle Model
Applied to Seven Asian Developping Countries , Economic inquiry, 03 july 1982, pp 426-442.

(e mY) @dige- 5
- Saoussen Ben Garma, Libéralisation financiere et crises bancaires :le cas des pays émergents, a

partir du site d'internet : www.univParis13.13/CEPN/BenGarma.pdf, page 05, consulté le
12/05/2018.

t gl
DTIR piael] gl ylor Syt il 1(01) 0By 3okl
Null Hypothesis: TIR has a unit root Null Hypothesis: TIR has a unit oot
Exogenous: Constant Exogenous: Nnn.e
Lag Length: 0 (Fixed) Lag Length: 0 (Fixed)

iStafisic  Prob t-Statisic ~ Prob.*

Augmented Dicke-Fuller test staistc A747148 0oz | [ Suamented Dickey Fulertest stalshc 186777 00575
— . Test critical values: 1% level -2.656915
Tast critical values: 1% level -3711457 £0% [evel 4954414
A% level -2.981038 10% evel 4509320
10% level -2.629906

. . *MacKinnon (1996) one-sided p-values.
*MacKinnon (1996) one-sided p-values.

Null HYDUlhESiS' TIR has a unit roat Null Hypothesis: D(DTIR) has a unit root
) Exogenous: None

Exogenous: Constant, Linear Trend Lag Length: 0 (Fired)
Lag Length: 0 (Fixed)

t-Statistic Prob.®

t-Statistic Prob*

Augmented Dickey-Fuller test statistic -7.418986 0.0000
Test critical values: 1% level -2 664853
Augmented Dickey-Fuller test statistc 1962146 05938 [ frpttsey
Test criical values: 1% level -4.356068 10% level -1.608793
5% level -3.595026
10% level -3.93345F *MacKinnon (1996) one-sided p-values.
*MacKinnon (1996) one-sided p-values. Augmented Dickey-Fuller Test Equation
Dependent Variable: D(DTIR,2)
Method: Least Squares
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Mull Hypothesis: DIDTIR) has a unit root Mull Hypothesis: D(DTIR) has a unit raot
Exogenous: Constant, Linear Trend Exogenous: Constant
Lag Length: 0 (Fixed) Lag Length: 0 (Fixed)
t-Statistic  Prob.? -Statistic  Prob?
Augmented Dickey-Fuller test statistic 1129127 0.0000 Augmented Dickey-Fuller test statistic 7301649 0.0000
Test critical values: 1% level -4.394309 Test crifical values: 1% level -3.737853
5% level -3612199 5% level -2.991874
10% level -3.243079 10% level -2 635542
*MacKinnon (1996) one-sided p-values. *Mackinnon (1996) one-sided p-values.
Mull Hypothesis: EPIB has a unit root Mull Hypothesis: EPIB has a unit root
Exogenous: Constant Exogenous: None
Lag Length: 0 (Fixed) Lag Length: 0 (Fixed)
-Statistic Prob.* {-Statistic Praob.*
Augmented Dickey-Fuller test statistic -1.904009  0.3254 Augmented Dickey-Fuller test statistic 0039911 0.6BAG
Test critical values: 1% level -3.711457 Test critical values: 1% |evel -2 FRA15
5% level -2.981038 58 level -1.954414
10% level -2.629906 10% level -1.609329
*MacKinnon (1996) one-sided p-values. *MacKinnon (1996) one-sided p-values.
Mull Hypothesis: D(EPIB) has a unit root Mull Hypothesis: EPIB has a unit root
Exogenous: Mone Exogenous: Constant, Linear Trend
Lag Length: 0 (Fixed) Lag Length: 0 (Fixed)
1-Statistic Prob.* t-Statistic Prob.®
Augmented Dickey-Fuller test statistic -6.276087 0.0000 Augmented Dickey-Fuller test statistic -4 616059 0.7525
Test critical values: 1% level -2.660720 Test critical values: 1% level -4 356068
5% level -1.955020 504 |avel _3.505026
10% level -1.609070 10% level -3.233456
*Mackinnon (1996) one-gided p-values. *MacKinnon (1996) one-sided p-values.
Null Hypothesis: D(EPIB) has a unit root Null Hypothesis: D(EPIB) has a unit root
Exogenous: Constant, Linear Trend Exogenous: Constant
Lag Length: O (Fixed) Lag Length: O (Fixed)
t-Statistic Prob.* t-Statistic Prab.*
Augmented Dickey-Fuller test statistic -6.051987 0.0002 Augmented Dickey-Fuller test statistic -6.142787 0.0000
Test critical values: 1% level -4.374307 Test critical values: 1% level -3.724070
5% level -3.603202 5% level -2.086225
10% level -3.238054 10% level -2.632604
*MacKinnon (1986) one-sided p-values. *MacKinnon (1996) one-sided p-values.
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Estimation Command:

LS EFIB CTIR

Estimation Equation:

ERPIB = C(1) + C27FTIR

Substituted Coefficients:

= 041657870696 + 0. 2338677 F27V16*TIR

e (Bl syl sl jle il 1(04) o) kol

Mull Hypothesis: E has a unit root
Exogenous: Constant
Lag Length: O (Fixed)

Mull Hypothesis: E has a unitroot
Exogenous: None
Lag Length: 0 (Fixed)

t-Statistic Prob.*

tStatistic  Prob*
Augmented Dickey-Fuller test statistic -1.791891  0.3759 Augmented Dickey-Fuller test statistic -1.817520  0.0664
Test critical values: 1% level 3711457 Test critical values: 1% level -2 (56915

5% level -2.981028 5% level -1.954414

10% level -2.629908 10% level -1.609229

*MacKinnon (1996) one-sided p-values.

*Mackinnon (1996) one-sided pvalues.

Mull Hypothesis: E has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Fixed)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.342793 0.8537
Test critical values: 1% level -4.356068
5% level -3.595026
10% level -3.233456

*MacKinnon (1996) one-sided p-values.

.Johansen ikl & ziall JoS1 jle gt 1(05) oy okl

Date: 110218 Time: 16:10

Sample (adjusted): 1992 2016

Included observations: 25 after adjustments
Trend assumption: Linear deterministic trend
Series: TIR EPIB

Lags interval (in first differences); 1101

Unrestricted Cointegration Rank Test (Trace)

Date: 11/02M18 Time: 16:07

Sample (adjusted). 1992 2016

Included observations: 25 after adjustments
Trend assumption: Linear deterministic frend
Series: TIREPIB

Lags interval {in first differences). 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.01 Hypothesized Trace 0.05
MNo. of CE(s) Eigenvalue Statistic Critical Valug  Prob.* Mo. of CE(s) Eigenvalue Statistic Critical Valug ~ Prob.**
Naone 0.316643 13.14996 19.9371 0.1094 None 0.316643 13.14996 15.49471 0.1094
Atmost 1 0.135204 3.631529 6.634897 0.0567 Atmost1 0135204 3631529 3841466 0.0567
Trace testindicates no cointegration at the 0.01 level Trace testindicates no cointegration atthe 0.05 level
* denotes rejection of the hypothesis atthe 0.01 level * denotes rejection of the hypothesis atthe 0.05 level
“*MacKinnon-Haug-Michelis (1999} p-values **MacKinnon-Haug-Michelis (1999) p-values
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! _Bouziani El houari, « libéralisation financiére au Maroc et ses effets Macroéconomiques», thése pour le doctorat en

sciences économiques , Université sidi Mohammed benabdellah ,Maroc, 1999, P75.
2. Boujelbene younes et chtioui slim ,« libéralisation financiére et impact du développement financier sur la croissance

économique en Tunisie», université du sfax , Tunisie, 2006.

-N. Roubini and X. Sala-i-Martin, Financial Development, the Trade Regime and Economic Growth, NBER Working
Paper No. 3876 ,Cambridge, MA, National Bureau of Economic Research, 1991.
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Financial Deepening in Economic Development », New York: Oxford University Press, 1973.
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