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Summary :

This study aims to understand the rel ationship between inflation and the budget
deficit in Algeria during the period extending from 1990 to 2022, and whether
inflation actually directly affects the increase or decrease of the budget deficit rate
in Algeria, using the Eviews 12 program through the self-warning distributed time
lag (ARDL) model. The results obtained showed that there is no cointegration

relationship between inflation and the budget deficit in the long term.

Keywords: I nflation, budget deficit, government policies, ARDL model
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SV audl ¢ sieal) | ¥ 3R 6 Sieall
(0)| -5,269960 | -0,600313 | -5,130355| -1,014103

DBU
(0,0002) | (0,8569) | (0,0002) | (0,7362)
(0)| -5,698047 | -1,656874 | -5,328809 | -1,689067
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(0,0000) |  (0,4428)| (0,0001) 0,4270
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F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1(1)

Asym ptotic: n=1000

F-statistic 0.604294 10% 3.02 351
k 1 5% 3.62 4.16
2.5% 4.18 4.79
1% 4.94 558

Actual Sample Size 32 Finite Sample: n=35
10% 3.223 3.757
5% 3.957 453
1% 5.763 6.48

Finite Sample: n=30

10% 3.303 3.797
5% 4.09 4.663
1% 6.027 6.76

Eviews 12 ala b Ao aldeYl cudlal) dae) e 1 jdaal)

0.6042941) Liswnall il Adlas) aill of (02) A8y Jsanll il el
10% Lilasy) Ligine ilbsice die Laally JeY) aall ddgaall 2l (o Jif F=(F-
dbish dlg ABle a9ag axe o pan Al (Hp) djpall Lunjill Job & 4des %5
Al Ghysie gu daY!)

gag bl ;a1 13e Y Uadl) mat Hlas) el (Ko Y 4ild A odgl lada
A e oy de JlSs A8
clpiiall ¢p idal) Jalsil) LAY Cpuilhgn dunglia (i 1 AN Cullaal)

dushall (saall & cppaiall (g lgare (e @ jide JalSS AL 2929 (e Sl Jal e
rAllil) fgladll DI (e bl JalSill HLERY Cueilaga Lagial lgags
sUay) Byd Juab w0231 VAR 1A l3asy) jLas) s J ) gl

Dkl (e IS (A JaY) @l die B el dudbd) o) e Vs KBl ey
Adlsal Beladl) ) 8ydlae JS diay Geilass il Gub WiSe 4ilé ¢(PP) 5 (ADF)
b ) elay 578 Jumdl naaty VAR 13 5lan) Jens sshadl) 30 A& (4 o Cun

53



Sl A lsall Jaall e adatl i dualid da G Jaadl)

slay 8% (Jad) uaatl VAR M) )aaiy) @it (03) ad) Jgaad)

VAR Lag Order Selection Criteria
Endogenous variables: DBU INF
Exogenous variables: C

Date: 05/14/24 Time: 14:33
Sample: 1990 2022

Included observations: 29

Lag LogL LR FPE AIC SC HQ
0 -348.6268 NA 1.09e+08 24.18116 24.27546 24.21069
1 -317.5015 55.81083* 16788131* 22.31045* 22.59334* 22.39905*
2 -317.2598 0.400155 21874765 2256964 23.04112 22.71730
3 -314.8971 3.584793 24797135 22.68256 23.34263 22.88928
4 -311.7618 4.324562 26930375 22.74219 23.59086 23.00798

* 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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iy 1 a8 ol dayy o Lo Lileans el days Juadl o aas Jgand) DA (e
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Date: 05/14/24 Time: 15:23

Sample (adjusted): 1992 2022

Included observations: 31 after adjustments
Trend assumption: Linear deterministic trend
Series: DBU INF

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.154534 7.090743 15.49471 0.5671
Atmost1 0.059051 1.886847 3.841465 0.1696

Trace testindicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Eviews 12 zalin Ao aladieYh cpllall slae) (a1 jladl)
ol none xie :aas At mostl 5 none (i il A (e Trace [ Lady! <

aae¥ 4k Critical value0.05=15.49471 ;. Ji Trace statistic=7.090743
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.0.05 el

JalSill las) dal (e 2 a8y z3saill JENVL o skins Bshaal) a3 PDUA (g A0l ghaAl
Ll ellad¥) days o Jadlass Ll ol il

2 zigalll Mo Cpuilagy LA @ilis 05 a3 Jgaal

55



Sl A lsall Jaall e adatl i dualid da G Jaadl)

Date: 05/14/24 Time: 15:56

Sample (adjusted): 1992 2022

Included observations: 31 after adjustments

Trend assumption: No deterministic trend (restricted constant)
Series: DBU INF

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.167506 8.436590 20.26184 0.7874
Atmost1 0.084989 2.753380 9.164546 0.6277

Trace testindicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Eviews 12 zalip clajda Ao alaielh cpallall dlas) ¢

ol none e :aai At mostl s none (sl A (e Trace syl i
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Date: 05/14/24 Time: 16:16

Sample (adjusted): 1992 2022

Included observations: 31 after adjustments

Trend assumption: Linear deterministic trend (restricted)
Series: DBU INF

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.384555 20.17735 25.87211 0.2171
Atmost1 0.152507 5.129642 12.51798 0.5779

Trace testindicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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o) ) gal) Saad) aduail)
1990 16 16.65
1991 36.8 25.89
1992 -108.33 31.67
1993 -162.72 20.54
1994 -89.22 29.05
1995 -147.91 29.78
1996 100.5 18.68
1997 81.41 5.73
1998 -101.13 4.95
1999 -11.18 2.65
2000 402.01 0.34
2001 13.14 4.23
2002 0.86 1.42
2003 133.29 4.27
2004 309.7 3.96
2005 1077.33 1.38
2006 1008.37 2.31
2007 161.32 3.68
2008 308.31 4.86
2009 -1798.57 5.74
2010 -2075.96 3.91
2011 -2482.46 4.52
2012 -1406.22 8.89
2013 -922.32 3.25
2014 -1917.76 2.92
2015 -3850.62 4.78
2016 -2941.98 6.4
2017 -803.01 5.59
2018 -1913.57 4.27
2019 -1962.5 1.95
2020 -1585.11 3.52
2021 2429.81- 9.62
2022 -4175.18 9.3
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Date: 05/24/24 Time: 18:33

Sample (adjusted): 1992 2022

Included observations: 31 after adjustments
Trend assumption: Linear deterministic trend
Series: DBU INF

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob . **
None 0.154534 7.090743 15.49471 0.5671
Atmost1 0.059051 1.886847 3.841465 0.1696

Trace testindicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
*MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.154534 5.203896 14.26460 0.7159
Atmost 1 0.059051 1.886847 3.841465 0.1696

Max-eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegrating Coefficients (normalized by b*S11*b=I):

DBU INF
3.07E-05 0.113675
0.000913 -0.028345

Unrestricted Adjustment Coefficients (alpha):

D(DBU) 64.94466 -203.5367
D(INF) -1.824504 -0.082144
1 Cointegrating Equation(s): Log likelihood -342.0450
Normalized cointegrating coefficients (standard error in parentheses)
DBU INF
1.000000 3697.310
(1677.36)
Adjustment coefficients (standard error in parentheses)
D(DBU) 0.001997
(0.00504)
D(INF) -5.61E-05

(2.5E-05)



