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Measuring the Sources of Inflation in the Algerian Economy During the Period 1990-2023.
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Abstract: This study aims to analyze the determinants of inflation in the Algerian economy during
the period 1990-2023 using the Autoregressive Distributed Lag (ARDL) model to explore both
short- and long-run relationships. The analysis relies on official annual data and includes three
explanatory variables: the rediscount rate, trade openness, and money supply growth, with the
inflation rate as the dependent variable. The results reveal a long-run equilibrium relationship
between inflation and these variables. Both the rediscount rate and money supply growth have a
positive effect on inflation, while trade openness helps mitigate inflationary pressures. The Error
Correction Model (ECM) indicates a short-run adjustment speed of approximately 70.66%,
reflecting a relatively quick correction of short-term deviations. The study concludes that the
rediscount rate is limited in effectiveness as a monetary policy tool to control inflation. It
recommends coordinated fiscal and monetary policies, structural reforms, and expanding
productive trade openness to stabilize prices and promote sustainable economic growth.

Keywords: Inflation; Trade Openness; Monetary Policy; Autoregressive Distributed Lag Model
(ARDL); Algerian Economy.
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UNIT ROOT TEST TABLE (PP)
At Level
INF1 R OPEN ™2
With Constant t-Statistic -1.7300 -1.0909 -1.6478 -4 5069
Prob. 0.4074 0.7076 O0.4476 0.00717
nO n0O nO e
With Constant & Trend t-Statistic -1.5494 -1.6546 -1.3458 -5.4248
Prob. 0.7917 0.7485 0.85817 0.0005
noO noO nO —
Without Constant & Trend t-Statistic -1.5332 -1.4961 -0.3695 -1.9996
Prob. 0.7158 0.7239 0.5437 0.0450
nO n0 n0 -
A(INF1) (R H(OPEN) a(TM2)
With Constant -Statistic -5.6891 45702 59019 -23.3062
Prob., 0.0000 0.0009 0.0000 0.0007
With Constant & Trend t-Statistic -5.9792 -4, 4251 -9.6509 -23.3313
Prob., 0.000171 0.0069 a. 0.0000
Without Constant & Trend t-Statistic 57067 -4 4368 -6.0014 -19.7882
Prob. 0.0000 0.000 0. o.
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Akaike Information Criteria (top 20 models)
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ARDL(2,3,3,1
ARDL(1,3,3,3
ARDL(1,3,4,2
ARDL(1,3,2,0
ARDL(1,3,2,1
ARDL(2,3,3,0
ARDL(1,3,4,3
ARDL(2,3,2,0
ARDL(2,3,4, 1
ARDL(2,3,0,0
ARDL(1

ARDL(1,4,0,0
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Dependent Variable: INF1

Method: ARDL

Date: 05/02/25 Time: 09:44
Sample (adjusted). 1993 2023
Included observations: 31 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)

Dynamic regressors (4 lags, automatic). RI OPEN TM2
Fixed regressors: C

Number of models evalulated: 500
Selected Model: ARDL(1,3,.3. 1)
Note: final equation sample is larger than selection sample

Variadble Coefficient Sta. Error t-Statistic Prob.*

INF1(-1) 0.293330 0.158608 1.849405 0.0800

RI 3.347688 0548678 6.101372 0.0000

RI(-1) -0.950940 0.950782 -1.000166 0.3298

RI(-2) -0.250229 0.804005 -0.311229 0.7590

RI(-3) -1.386932 0678191 -2.045048 0.0550

OPEN -0.056277 0.103669 -0.542857 0.5935

OPEN(-1) 0.043974 0.146270 0.300639 0.7670

OPEN(-2) -0.315389 0.146104 -2.158666 0.0439

OPEN(-3) 0.174106 0.123779 1.406585 0.1757

™2 0.058517 0.063749 0917924 0.3702

TM2(-1) 0.085214 0.055501 1535343 0.1412

Cc 8563219 4253520 2013208 0.0585

R-squared 0.946694 Mean dependent var 7.341935

Adjusted R-squared 0915833 S.D. dependentvar 7.656360

S.E. ofregression 2221231 Axaike info criterion 4718645

Sum squared resid 93.74348 Schwarz criterion 5273737

Log likelihood «61.13900 Hannan-Quinn criter 4899592

F-statistic 30.67577 Durdin-Watson stat 1.943695
Prob(F-statistic) 0.000000
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic
Obs*R-squared

0.746061 Prob. F(2,17)
2501378 Prob. Chi-Square(2)

0.4891
0.2863

EViews 10z, oz e sl iUl slie] e 0l
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Heteroskedasticity Test ARCH

F-statistic
Obs*R-squared

0.602711 Prob. F(1,28)
0.632154 Prob. Chi-Square(1)

0.4441
0.4266

Eviews 10ty ol e sl el slas] o 2 jall
(i Sltl) 25ud) L) gils (05) (3,544

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1)
Asymptotic: n=1000

F-statistic 6.275810 10% 237 32

K 3 5% 279 3.67

25% 3.15 408

1% 3.65 466

Eviews 10z, ol e sl el slas] o 2 joall

Aalaniy) dialill 4, el Adaal)




Ll el ) )

\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\‘;‘ '''''''''''''''''''''''''''''''''''''''''

ARE]D EISSN: 2588-2457 * PISSN: 2392-5302  42-31.04.0a (2025) 06:asl (12 salaa)  Apobuatiy) dpaiil &yial) Lol

Jostall V) Wslas 455 il (0603 Jd

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
RI 1.074880 0.263982 4071789 0.0007
™2 0.203391 0.133658 1.521725 0.1445
OPEN -0.217339 0.099585 -2.182437 0.0418
(o 12.11770 5899159 2.054141 0.0540
EC = INF1 - (1.0749*RI + 0.2034*TM2 -0.2173"OPEN + 12.1177)
Eviews 10@; b2 e by iUl slis] e o ydall
ARDL Error Correction Regression
Dependent Variable: D(INF1)
Selected Model: ARDL(1, 3, 3. 1)
Case 2: Restricted Constant and No Trend
Date: 05/03/25 Time: 08:46
Sample: 1990 2023
Included observations: 31
ECM Regression
Case 2: Restricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
D(RI) 3.347688 0.419822 7.974071 0.0000
D(RI(-1)) 1.637162 0.581680 2814539 0.0111
D(RI(-2)) 1.386932 0.595844 2.327678 0.0311
D(OPEN) -0.056277 0.089266 -0.630449 0.5359
D(OPEN(-1)) 0.141284 0.087242 1.619448 0.1218
D(OPEN(-2)) -0.174106 0.094562 -1.841172 0.0813
D(TM2) 0.058517 0.038205 1.531637 0.1421
CointEq(-1)* -0.706670 0.114659 -6.163211 0.0000
R-squared 0.840150 Mean dependentvar -0.667742
Adjusted R-squared 0.791500 S.D. dependentvar 4421341
S.E. of regression 2.018862 Akaike info criterion 4. 460581
Sum squared resid 93.74348 Schwarz criterion 4830642
Log likelihood -61.13900 Hannan-Quinn criter. 4581212

Durbin-Watson stat 1.943695
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