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Abstract

Objective: This study aimed to analyze the short and long terms
relationships between financial development represented by private
credit, money supply and trade liberalization, known as trade
openness, and economic growth in Algeria using the annual data
during the period 1975-2017. Methods: The analysis was based on the
Auto Regressive Distributed Lag Model (ARDL), Bounds Test for
Cointegration, and the Error Correction Model (ECM). Results: The
study concluded that financial development and trade liberalization
had a significant impact on the economic growth in Algeria in the
short and long terms. This impact was statistically significant where
all the variables included in the applied model revealed an effect on
the short and long terms. Approximately 20% of the compound
imbalances was corrected per year; additionally, the model was stable
and did not suffer econometric problems, and it is reliable to make
predictions. Conclusion: It is necessary to continue the development
of the banking system in Algeria, improve and upgrade the services it
provides, and follow more efficient policies.

Keywords: Economic Growth, Financial Development, Trade Liber-
alization, Bounds Test Approach, ECM, Algeria
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I(1) | ™"4.711(0)- | *"4.691(0)- | *"4.690(0)- | 1.124(0)- 1.078(0)- | 0.953(0)- PC
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MacKinnon (1996) ‘;:& s Jgall e %1 %5 %10
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seiie e Lo J¥1 3oall sie 858 Judlaad) JS G (1) dsia sy

e bl (s a5 (o g (s siuasall die |5Thuns OIS 435 £(TO) (g el &Y

po pladii Loedle SASY) o (ARDL) mdgeld wasg «(Bound Test) o gaad)
[(2017-1975) 55340 JA Bualie 43 ooy il yull 6 LosaTunal) Tl

ol yddiall iall sUas¥l 3,38 JLiAS — Lol

ST cloglas subaal By clutall Bal slayl 5535 was3 ol
B89 - SUST Jlanal daas 81 haas Al a9 <Akaike Information Criteria
s a5 ARDL (1424) o (SIS Jlaal Tk J3 ol ey «(1) JSad
gaseill b elouiall GBal slayl 5535 e Lud

(1) Jss
el piiall JEol ey § 6
Akaike Information Criteria (top 20 models)

10.76
10.74
10.72
10.70
10.68

10.66

—————————

—

RSN AV N

10.64

L )

B e e e e e e e R S e e S S S
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Eviews 10 ralisn e alaieWh Saldl slae] fo i jainall
:(ARDL) gigad ,aa&i —Ils
2 Jys>

ARDL a5 s

Codhelaall & gins das§ Std. &jluaall sUad¥l]| 3 jalall Codlolaall & paicial)
Prob. (T) t-Statistic Error Coefficients Variables
0.0000 11.29505 0.070365 0.794777 GR(-1)
0.1364 1.541044 1.719569 2.649931 M2
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ARDL GJ fgai youds
Codllaall & gins dasd Std. &jlarall slad¥l]| 3 jadall Cdlelaall & yaidial
Prob (T) t-Statistic Error Coefficients Variables
0.0229 2.430522 1.963297 4.771837 M2(-1)
0.7910 0.267958- 2.323959 0.622724- M2(-2)
0.3075 1.042554 2.073903 2.162155 M2(-3)
0.1494 1.489362 1.906729 2.839809 M2(-4)
0.0016 3.562226 300.9177 1071.937 TO
0.0331 2.261746 390.5618 883.3516 TO(-1)
0.0150 2.620904- 290.5812 761.5854- TO(-2)
0.0119 2.722534- 1.345217 3.662400- PC
0.0317 2.281696 1.963355 4.479779 PC(-1)
0.1984 1.322760- 1.761434 2.329956- PC(-2)
0.0633 1.947489- 1.739037 3.386755- PC(-3)
0.0621 1.956575- 1.328337 2.598991- PC(-4)
0.0050 3.088928- 169.4162 523.3144- C
Mean dependent var 3905.470 R-squared 0.995369
S.D. dependent var 502.5399 Adjusted R-squared 0.992667
Akaike info criterion 10.64559 S.E. of regression 43.03409
Schwarz criterion 11.28542 Sum squared resid 44446.40
Hannan-Quinn criter. 10.87515 Log likelihood -192.5889
Durbin-Watson stat 2.206146 F-statistic 368.4302
Prob(F-statistic) 0.000000
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) ) 3sall el 313
3 5 sire el O g e geil] Slan Y1 Jalatlh 1 Sel,30 cpng
S a il i< 0.0500 yaal Prob. (F-Statistic) zd gaill LK & giaall )
) il 5 il e %99 e O gl Usieaall ol il o )

Casl Saga i - fa,
(Jushlly suadll syl o il JolSG) EMe Laal = g ool s
Do ey (s ol el b Lenld SIS gy pte o S o Y
LLS Y A i g ¢ oplall B0l A S0 1 ooy (ol IS Ee weay sl DA
il bl i Ll Ay sl i) LY Ay«
Heteroskedasticity Test ((alaill &bl aus) (ulaill SIS dSdis HLOAS —

3 dys>
ol (R I e LR L

BITVER (Y JLSAY! dasd Lllaiay) daadll

Breusch-Pagan- F-statistic 0.270711 Prob. F(14,24) 0.9930
Godfrey

Obs*R-squared 5.318757 | Prob. Chi-Square(14) 0.9809

Harvey F-statistic 0.607307 Prob. F(14,24) 0.8330

Obs*R-squared 10.20204 [ Prob. Chi-Square(14) 0.7473

ARCH F-statistic 0.340806 Prob. F(1,36) 0.5630

Obs*R-squared 0.356366 Prob. Chi-Square(1) 0.5505

Eviews 10 galize e alaie YU Baldl sl cyo : poanal

WA Ao Gasd) SRS B ¢lal a3 4 (3) Jsas oo s
A | o et CH L&l .Breusch-Pagan-Godfrey, Harvey, ARCH : ;& bl
UYs 538 5a5 &5 o5 10.05 5o 5T ool BN LA LhLay! Lokl
Oplall A A Ee e g.\Lt:i Y gl o e
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8 gall A Lol )Y Asius Al
Sle elliy Q-statistic HLaly LM LLaal slaa opslaal e olie¥) &3

S sanl
4 Jga
LM La) oo
EEECII FECTEN Zlaiayl dedl
LM Test F-statistic 0.295281 Prob. F(2,22) 0.7472
Obs*R-squared 1.019537 Prob. Chi-Square(2) 0.6006

-Eviews 10 goliyn e slaieWh Salidl slae] e i jainall
Saall 313 bl U e an Y

5 dgs>
Q-statistic L) daii
Prob Q-Stat PAC AC LAG
0.434 0.6116 0.121- 0.121- 1
0.552 1.1874 0.102 0.115 2
0.618 1.7862 0.094- 0.116- 3
0.599 2.7562 0.185- 0.146- 4

Eviews 10 galin le slaie YU Bl slae) Gy inal

oo ST LK Q-statistic JLaAY Lllaiadl Laadll of A (5) dsss sndu

Gty ¢ 3 all I3 LS aliie (o Slay ¥ gisalll O Glo Jus 1aa s 0.05
LM L33l Lo pe Lol s3a
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6 Joa

LU, Y & sdamo LIRS danis

M2 PC TO
M2 1 0.50330385191 0.06061019298
PC 0.50330385191 1 0.54331018741
TO 0.06061019298 0.54331018741 1

Eviews 10 gl e slaieYU Baldl sac] oo : piuaal
S ezl 3 Ul el el (s BV D pins g (o iy
Uball & ppiSall o saxie hd L) e sa Y < (6) Jaos Leliay
Spiall o 08 I Jusd o BV Jalae Do 0¥ elliy fpisaidl
hsadl b Al
el 35 Gl S ) -

2 s
Jarque-Bera Test ,Lial x5l

Series: Residuals
Sample 1979 2017
Observations 39

Mean 4.60e-13
Median 8.672626
Maximum 69.29221

Minimum -72.31042
Std. Dev. 34.20003
Skewness -0.437633
Kurtosis 2.471490
- Jarque-Bera 1.698796
-40 -20 [0] 20 40 60

N W h U1 OO N 0O O

Probability 0.427672

1
il
-80 6

-60

Eviews 10 gl o slaieYU Baldl dac] oo :puaal

Losly 1.698796 =aly 48 Jarque-Bera LAl Laxs of (2) JS& Cuw

oo gisall e ¥ @ Gay €0.05 (o LS (T 0427672 span 3 Lullaialy

£ 35 o paill 3l o sle DY Vaa g o 3l puld anll pud )53l USe
sl

-
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:Bounds Test o gantl ,LGAf — Lol
asay o B8l oadall JLlSEU oguadl jloal dasgie Je olaied) s
.GJJAA.“ g_q ol puaiall G b JelSS
7 dgs>
Bounds Test ygust JLis] =505

(K) &aa )il o il sas (Value) & guunal) dasil padual ‘-*:'“‘f?‘ Sy
h N ) " (Test Statistic)
3 16.63757 F-statistic
(Critical Value Bounds) da,all {Jgaall Lol
I(1) ¥ aadl 1(0) sSu¥! aadl Lsiaall (g
32 2.37 %10
3.67 2.79 %5
4.08 3.15 %2.5
4.66 3.65 %1

Eviews 10. maliyn e alaieVh Sald) slae] oo i joimall
2{.«0:\3.“ JJL#& Lc J.AJ «16.637 :Ls\}u.n.;.a.“ F-statistic 9‘_44;!_ 3.&3.3 CQK C;;:\.;
dia o Sl Dss s a3 slay 466 a5 %l sie le¥) asll dasal
pladll LYy st (dse) Al oyt oo Ja¥l Ak e
dual pall ol yaiial Ja¥f! gl A8l uadi Sl — Luabu
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8 Jo
Lol ol piial Jo ¥ gl Tl s il

codebaall & gine @ cay [ 5 ma coelaall | o jaiiial
Prob. (1) t-Statistic L8 |74 Error Cocfficients Variables
0.0000 9.816531 5.857802 57.50330 M2
0.0012 3.668006 1585.769 5816.610 TO
0.0000 6.365076- 5.740295 36.53741- PC
0.0466 2.097674- 1215.621 2549.977- c

-Eviews 10 zoliyn e alaieWh Balill slae] ¢ 1 jamall

ARDL Zimgis bl 5 Jsh) Ja¥l ohles I (8) dsa o

Lo e pmlal) LTy ecs ot - BEYT e 3Tl 50 AN ol puiiall o g

Bin gl S,LEY1 5ty sl Ja¥l 5 ulaiil il e s pinn L5

sl e Lall B ) soladl CBEY B i e S lalaal
LsLaT3YI Lkl e 33l 1ia s cgaluatsyl

ia s Ll L3l ity polall p Wl 7 giaal) Slass¥l 55La) ) Ll
o5 0 e alall o Uil 5508 s ) e a8 liay o8 sl G,
L3 (o i ol A5l 3 oLaiBY o e Jo gl Janyl laall ol
«(Barajas et al., 2013) 4l 0 po 83l gie daiil sda ol . S aall ¢ Uadl)
VA dfids Jsi ol Ll diide allsl ue 2 150 Lle e 3
oY) paill e Ll Lt L3G of JU eliag 2005-1975 55
oo Ul elfs SIS o 5 cpmilaih pne Jho a3 NSk o il
L oy b g¥) 3ol Bakie 8 Lbiall Joull 3

Laiill Chuns 3 agag ) (Ram, 1999) Ll ps culia 53 c3ld 3l 3
&3 il elabinwdl TA <l oS3 e fgolaidy] saill e Ll
Zems acs ¥ Loomtl ALY o it clulull o wanll 3 L] Jm 53l
LT paill o el Leaiil o) ABLEN b

st Garadil I elas 3 (2016 (ghan o) dudss dllia i
o AT dandie By Cld Cila ) Cilaall i e slsall Jlad
O AT il s LS olaii¥) o Jaband 8 canes a3 (alall ¢ sl
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Ja 8 ST (aian 1 gulaid¥] gaill e Mol Graxilly allal) Loasall S
Ll e Sadasl) clolassy)

o Bald gl clags Al ol po G355 B0 sda o SAL ans
Lyl saa
((JaY 3 ol &Mal) ECM Uadl) panal zdgad — Lasbu

S8 a3 e idall JolSH pigen) oy Ja¥) Abgh BVl LuuE aa
ol aiially A8 el o patall G JaY
9 Jgs

ECM oa)) puninT 7 gai il m5005

Ololaall & gane ] Asbmad) sUaAYS | B judall Sidelaadl &l il
Prob.« (T) t-Statistic dax3| -~ gtd. Error Coefficients Var;ables
0.0342 2.245744 1.179979 2.649931 D(M2)
0.0146 2.631143- 1.664387 4.379240- D(M2(-1))
0.0018 3.519027- 1.421406 5.001964- D(M2(-2))
0.0689 1.904785- 1.490882 2.839809- D(M2(-3))
0.0001 4.497780 238.3258 1071.937 D(TO)
0.0049 3.100392 245.6416 761.5854 D(TO(-1))
0.0049 3.097326- 1.182439 3.662400- D(PC)
0.0000 6.977827 1.191732 8.315702 D(PC(-1))
0.0001 4.843891 1.235731 5.985746 D(PC(-2))
0.0247 2.397267 1.084147 2.598991 D(PC(-3))
0.0000 9.851521- 0.020832 0.205223- CointEq(-1)

Mean dependent var 32.60344 R-squared 0.856878
S.D. dependent var 90.40112 Adjusted R-squared 0.805763
Akaike info criterion 10.44046 S.E. of regression 39.84183
Schwarz criterion 10.90967 Sum squared resid 44446.40
Hannan-Quinn criterA 10.60881 Log likelihood -192.5889
Durbin-Watson stat 2.206146
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Ll sla CointEq(-1) Uadll monaad Jolas o (9) Jsia oo e
sl Saie Sase de s e sl g2y 0205223~ cils €add o 3 Lisiasy
0055 Lok 5538 JS 3 0] 3] (sl Ja¥l 3 L) sl el g (galiaiY)
O i 13 0205223~ Tadil ellsy LS (1-1) 3,580 Ge 35 JNEA) Lo
Lol Ligiw % 20 Lowds 5a83 Ja¥) dish o3l ga migadd) Joaad deyuw
Yo wldy Lgine LS ela w88 ¢ undll JaW 3 $onadil) ol juatiall e)elas
pafall ool Ly olaill syl ‘4;11.“ oasad a3 ey Lilaal
omadll o) 8 gulai®y) gl le 256 Lagd paladl g Uasll
Conditional Error Luab,ll doall Jde Jgoadl (Sas aa®i Lo e 3l
:@S!l C:;LLJL. Llaawyl elldy AARDL (1, 4, 2, 4) GSJA;J Correction Regression

10 Jgu
ARDL(1. 4. 2. 4) zisai_piis
Solaall & &yl sUadY) | 8 u8all SMolaall & yadliall
Prob.hw (D tStatistic L8 N ;td. Error ’ Coeflicients Var—iaj&b::
0.0050 3.088928- 169.4162 523.3144- C
0.0076 2.916550- 0.070365 0.205223- GR(-1)
0.0034 3.250221 3.630833 11.80101 M2(-1)
0.0000 5.113202 233.4551 1193.703 TO(-1)
0.0002 4.480828- 1.673424 7.498323- PC(-1)
0.1364 1.541044 1.719569 2.649931 D(M2)
0.1300 1.567985- 2.792909 4.379240- D(M2(-1))
0.0201 2.490044- 2.008785 5.001964- D(M2(-2))
0.1494 1.489362- 1.906729 -2.839809 D(M2(-3))
0.0016 3.562226 300.9177 1071.937 D(TO)
0.0150 2.620904 290.5812 761.5854 D(TO(-1))
0.0119 2.722534- 1.345217 3.662400- D(PC)
0.0000 5.406330 1.538142 8.315702 D(PC(-1))
0.0010 3.756803 1.593309 5.985746 D(PC(-2))
0.0621 1.956575 1.328337 2.598991 D(PC(-3))
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Cointegrating Equation:

A(GR) = -523.314-0.205GR;+ 11.801M2.;+ 1193.703TO,.; -
7.498PC., + 2.649AM2 -4379AM2.; -5.001AM2 (, -2.839AM2 s+
1071.937ATO + 761.585ATO -3.662APC + 8.315APC,; +5.985APC (,
+ 2.598APC 3+ 57.503M2 + 5816.610TO -36.537PC+ At
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4 Jsi

CUSUM of Squares Test plaainl gl 81wyl L]
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5% Significance
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5,200
Forecast: GRF
4,800 1. Actual: GR
- -~ Forecast sample: 19752017
4,400 /,/’/ﬁn Adjusted sample: 1979 2017
/ Included observations: 39
4,000 // Root Mean Squared Error 43.26470
- _ y, Mean Absolute Error  32.33482
3,600 — - 1\\/ — Mean Abs. Percent Error 0.807756
N e Theil Inequality Coef. 0.005492
3,200 N Bias Proportion  0.010437
Variance Proportion 0.003897
2,800 Covariance Proportion 0.985666
1980 1985 1990 1995 2000 2005 2010 2015 Theil U2 Coefficient 0.426435
Symmetric MAPE 0.805539
—— GRF +2SF
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