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Abstract :

The study aimed to describe and analyze inflation as an economic phenomenon in Algeria
for the period from 1990 to 2022, by defining it, its types, causes, and explanatory theories, along
with mentioning some previous studies. We also addressed measuring inflation by modeling it with
important indicators (Gross Domestic Product per capita, exchange rate, trade balance) and
estimating the equilibrium relationships in the long term. As afirst step, the stationarity of time
series was tested using the Phillips-Perron (PP) unit root test and the Augmented Dickey-Fuller
(ADF) test. As asecond step, the study used the Johansen cointegration methodology. The study
concluded the existence of an inverse relationship between per capita GDP, exchange rate, and
inflation in the long run, where an increase in per capita GDP by one unit (percentage point) led to
adecrease in the inflation rate by 6.78 units (percentage points), and an increase in the exchange
rate by one unit (percentage point) led to a decrease in the inflation rate by 0.08 units (percentage
points). This aligns with economic theory and previous studies.

Keywords : inflation ,grosse domestique Product ( GDP) pert capita , echangerate, trate
balance, , Johansson's
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Date: 05/20/24 Time: 01:13
Sample (adjusted): 1995 2022
Included observations: 28 after adjustments
Trend assumption: Linear deterministic trend
Series: Y X1 X4
Lags interval (in first differences): 1 to 4

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.659430 54.30720 29.79707 0.0000
At most 1 * 0.550867 24.14745 15.49471 0.0020
At most 2 0.060092 1.735246 3.841466 0.1877

Trace test indicates 2 cointegrating eqn(s) 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 * 0.659430 30.15975 21.13162 0.0021
At most 1 * 0.550867 22.41220 14.26460 0.0021
At most 2 0.060092 1.735246 3.841466 0.1877

Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
*MacKinnon-Haug-Michelis (1999) p-values
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Dependent Variable: Y
Method: Least Squares
Date: 05/20/24 Time: 01:14
Sample: 1990 2022
Included observations: 33

Variable Coefficient Std. Error t-Statistic Prob.

Cc 39.37280 10.39818 3.786510 0.0007

X1 -6.784693 3.481770 -1.948633 0.0007

X4 -0.086181 0.047169 -1.827044 0.0077
R-squared 0.836176 Mean dependent var 8.343636
Adjusted R-squared 0.398588 S.D. dependent var 9.088331
S.E. of regression 7.048072 Akaike info criterion 6.829893
Sum squared resid 1490.260 Schwarz criterion 6.965939
Log likelihood -109.6932 Hannan-Quinn criter. 6.875669
F-statistic 11.60404 Durbin-Watson stat 1.556940

Prob(F-statistic) 0.000185
1 (03) 03y Gors

Null Hypothesis: Y has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.595387 0.4733
Test critical values: 1% level -3.653730
5% level -2.957110
10% level -2.617434

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



Null Hypothesis: D(Y) has a unit root
Exogenous: Constant
Lag Length: 1 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -5.509608 0.0001
Test critical values: 1% level -3.670170
5% level -2.963972
10% level -2.621007

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

1 (05) o3y gbs

Null Hypothesis: Y has a unit root
Exogenous: Constant
Bandwidth: 2 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -1.541183 0.5003
Test critical values: 1% level -3.653730
5% level -2.957110
10% level -2.617434

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

1(06) 3y 3o

Null Hypothesis: D(Y) has a unit root
Exogenous: Constant
Bandwidth: O (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -5.838642 0.0000
Test critical values: 1% level -3.661661
5% level -2.960411
10% level -2.619160

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: X1 has a unit root
Exogenous: Constant
Lag Length: O (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -0.557103 0.8665
Test critical values: 1% level -3.653730
5% level -2.957110
10% level -2.617434

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

1 (08) 3y 3o

Null Hypothesis: D(X1) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.983199 0.0045
Test critical values: 1% level -3.661661
5% level -2.960411
10% level -2.619160

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

1 (09) oby ke

Null Hypothesis: X1 has a unit root
Exogenous: Constant
Bandwidth: 3 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -0.730102 0.8249
Test critical values: 1% level -3.653730
5% level -2.957110
10% level -2.617434

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



Null Hypothesis: D(X1) has a unit root
Exogenous: Constant
Bandwidth: 2 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -3.961036 0.0048
Test critical values: 1% level -3.661661
5% level -2.960411
10% level -2.619160

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

(11 o3y gl

Null Hypothesis: X4 has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic 0.836188 0.9931
Test critical values: 1% level -3.653730
5% level -2.957110
10% level -2.617434

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

Null Hypothesis: D(X4) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.934126 0.0031
Test critical values: 1% level -3.661661
5% level -2.960411
10% level -2.619160

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



Null Hypothesis: X4 has a unit root
Exogenous: Constant
Bandwidth: 1 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic 0.816126 0.9928
Test critical values: 1% level -3.653730
5% level -2.957110
10% level -2.617434

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

Null Hypothesis: D(X4) has a unit root
Exogenous: Constant
Bandwidth: 1 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -3.956996 0.0033
Test critical values: 1% level -3.661661
5% level -2.960411
10% level -2.619160

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



