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Growth-stimulating inflation rates : threshold model approach from Algeria
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Abstract: This paper answers the problem of the existence of an inflation rate that stimulates
economic growth in Algeria during the period 2000:1-2018:2 by quarterly data. We use the TAR
model with brutal transition, where the dynamic part is the one lag of economic growth rate
GROWTH;4, and it is considered with the intercept not affected by regime change. In contrast, the
inflation rate INF; is affected by the threshold variable that is represented in the logarithm of
inflation rate INFQ;. The results showed that the rate of inflation stimulating economic growth in
Algeria is between 0.422-1.02% quarterly, ie between 1.688-4.08% annually, a threshold close to
that of industrial countries according to Khan & Senhadji (2001).
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Multiple breakpoint tests
Wald Test: Bai-Perron tests of L+1 vs. L globally determined breaks
P Date: 0211719 Time: 22:24
EIIILIETICIFI. EQ01 Sample: 200001 201802
Included observations: 73
Test Statistic Value df Probability Breaking variables: INF
Non—breaking_variablgs: C_ GROWTH(-1) )
F-statistic 2 BB5U55 (3, 68) 0.0546 ElreaDK-tUesst options: Trimming 0.15, Max. breaks 5, Sig. level
Chi-square 7.997366 3 0.0461
Sequential F-statistic determined breaks: W]
Significant F-statistic largest breaks: 2
Mull Hypothesis: C(1)=C(2)=C(3)=0 Scaled Critical
Mull HYDUThESiS SLII"I"IH'IEII'?'Z Break Test F-statistic F-statistic Value**
Ows. 1 3.898125 3.898125 8.58
Mormalized Restriction (= 0) Value Std. Err. 1yg, 2+ 12.04913 1204913 10.13
2vs. 3 1.665525 1.665525 11.14
3vs. 4 0.932248 0.932248 11.83
Cm}' -0.111264 0.209508 4vs. 5 0.828955 0.822955 12.25
Ci2) 1.473348 0657178
C(3) -0.025691 0138922 * Significant at the 0.05 level
** Bai-Perron (Econometric Journal, 2003) critical values.
Restrictions are linear in coefficients. Estimated break dates:
1: 200502

20 200204, 200502
gj\..b\j\ GAU}J\ Ql}fﬁw )J\.\é_&\
TAR 38 piis gits | (4) dgr




Diependent Variable: GROWTH

Method: Threshold Regression

Date: 0379 Time: 22:32

Sample (adjusted): 200002 201802

Included observations: 73 after adjustments

Threshold type: Fixed number of globally determined thresholds
Threshold variable: INFCQ

Thresholdvalues used: 2.3447 37, 2. 400082

HAC standard errors & covariance (Bartlett kernel, Mewey-West fixed

bandwidth = 4.0000)

Variable Coefficient Std. Error t-Statistic Prob.

INFQ = 2.344737 — 22 obs
IMF -0.111264 0.209508 -0.531071 0.5971

22344737 == INFQ = 2.400082 — 14 obs

IMNF 1.473348 0657178 2241933 00282

2400082 == INFQ — 37 obs
IMNF -0.0256891 0.138922 -0.184929 0.8538

Mon-Threshold Variables
c 0.955990 0.542588 1.761910 0.0826
GROWTH(-1) 0.654516 0132137 4953314 0.0000
R-squared 0411839 Mean dependentwvar 3. 4466575
Adjusted R-squared 0377241 5S.D. dependentwvar 1.868012
5 E. ofregression 1.474143 Akaike info criterion 3. 680065
Sum squared resid 147 7706  Schwarz criterion 3.8369486
Log likelinood -129.3224 Hannan-Quinn criter. 3.742585
F-statistic 11.90364 Durbin-Watson stat 2.344905

GROWTH & INF ¢ drld) oy 5 0 (2) S5
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