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Liberalization of the financial sector and its impact on economic growth in
Algeria
Empirical study for the period 1985-2015

Summary:

The theoretical and applied studies did not reach a definitive conclusion on the
relationship between financial sector liberalization and economic growth and the
differing views on determining their nature. This study attempted to measure the effect
of liberalization of the financial sector on the economic growth of Algeria during the
period 1985-2015. The variables used from the World Bank data, then the standard
model was built, and the model was processed using the joint integration methodology
using the ARDL model, it was realized that the increase in liberalization in the financial
sector would D to the increase in economic growth, since the liberalization of the
financial sector will enhance competition and provide financial services with low cost
and improved quality, which helps to attract foreign direct investment and re-investors
balances in Algeria, this in turn has a positive impact on the income and economic
growth.

key words:

Policy for Liberalization of the Financial Sector, Economic Growth, Algeria, ARDL
Approach.
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UNIT ROOT TEST RESULTS TABLE (ADF)
MNull Hypothesis: the variable has a unit root
At Level
COmM EXC INF TCROI
With Constant t-Statistic -1.2826 -0.7736 -1.5372 -3.5276
Prob. 0.6244 0.8117 0.5014 0.0147
no no no =
With Constant & Trend t-Statistic -1.8996 -4.4927 -1.9536 -4.3740
Prob. 0.6298 a.0081 0.6020 0.0083
no P no .
Without Constant & Trend t-Statistic 0.1301 1.4206 -1.2061 -1.1091
Prob. 0.7163 0.9578 0.2034 0.2363
no nod no no
At First Difference
d(COM) d(EXC) d(IMF) diTCROI)
With Constant t-Statistic -5.3407 -3.6752 -4.6623 -8.2418
Prob. 0.0007 a.01071 0.0009 0.0000
With Constant & Trend t-Statistic -5.4787 -3.6048 -4.5690 -8.0740
Prob. 0.0006 0.0469 0.0055 0.0000
Without Constant & Trend t-Statistic -5.2831 -2.8120 -4.7373 -8.3811
Prob. 0.0000 0.0066 0.0000 0.0000
Notes:
a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Mot Significant
b Lag Length based on SIC
. Probability based on MacKinnon (1996) one-sided p-values.
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.(Schwarz Bayesian Criterion)

( 1,2,0,2) slasyl (ARDL) Céj.u D ks (7—2)‘_}5.\7

Dependent Yariable: TCROI
Method: ARDL

Date: 05/1318 Time: 20:21
Sample (adjusted). 1987 2015

Fixed regressors: KAQDPEN POLS C
MNumber of models evalulated: 54
Selected Model: ARDL(1, 2,0, 2)

Included observations: 29 after adjustments

Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic): POTRE INF COM

Variable Coefficient Std. Error t-Statistic Prob.*
TCROI-1) -0.149348 0214331 -0.696810 0.4943
POTRE 0.142480 0123034 1.158059 0.2620
POTRE(-1) 0.011804 0208338 0.056658 0.9554
POTRE(-2) -0 464292 0180884 -2 5B6799 0.0194

IMNF -0.099427 0.060930 -1.631816 0.1201

com -0.001643 0130054  -0D.012637 0.9901

COM(-1) 0277319 0133761 2073248 0.0528
COM(-2) -0.102841 0.079845  -1.288009 0.2141
KAQPEMN 1.721000 3722387 0.462338 0.6494

POLS 0724283 1674746 0432473 06705
C 0.908878 6.505004 0139720 0.8904
R-squared 0609637 Mean dependentvar 2673084
Adjusted R-squared 0.392769 3.D. dependentvar 2274470
S.E. of regression 1772382 Akaike info criterion 4264223
Sum squared resid 56.54410 Schwarz criterion 4782852
Log likelihood -50.83123 Hannan-Cuinn criter. 4 426651
F-statistic 2811092 Durbin-Watson stat 1.761473

Prob(F-statistic) 0.027146

selection.

*Mote: p-values and any subsequent tests do not account for model
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ARDL Bounds Test

Date: 051418 Time: 21:06

Sample: 1987 2015

Included observations: 29

Mull Hypothesis: Mo long-run relationships exist

Test Statistic Value k

F-statistic 8.085598 3

Critical Value Bounds

Significance |0 Bound 11 Bound
10% 272 3TT
5% 3.23 4.35
2. 5% 3.69 489
1% 429 5.61
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Long Run Coefficients

Wariable Coefficient Std. Error t-Statistic Prob.
POTRE -0.269725 0.144568  -1.865730 0.0785
INF -0.086507 0047402  -1.824968 0.0846
COM 0150377 0.077962 1.928837 0.0697
KAQPEM 1.497371 3.230181 0.463556 0.6485
POLS 0.630168 1472218 0.428040 0.6737
C 0790777 5.652593 0.139896 0.8903
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ARDL Cointegrating And Long RBun Form
Dependent Variable: TCROI

Selected Model: ARDL(1, 2,0, 2)

Diate: 051418 Time: 21:.07

Sample: 18985 2015

Included observations: 29

Cointegrating Form

Wariable Coefficient Std. Errar f-Statistic Praob.
D{POTRE) 0.142480 0123034 1.1580549 0.2620
D{POTRE-1)) 0464292 0180334 25667949 00194
D{IMF) -0.099427 0060930 -1.631816 01201
D{COM) -0.001643 01300584  -0.012637 0.9901
D{COME=11 0102341 0.079545 1.2880049 02141
D{KAOPEM) 1.721000 3722387 0462338 0.6494
Di{POLS) 0724283 1.674746 0432473 0.6705
CointEqgi-1) -1.149345 0214331 -5.362496 0.0000

Cointeq = TCROI - (-0.2697*POTRE -0.0865%INF + 0.1504*COM + 1.4974
*KAQPEN + 0.6302*POLS + 0.7908 )
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5% Significance |
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! Pesaran, M. and Pesaran, B. (1997). Working with Microfit 4.0: Interactive Econometric Analysis.
Oxford: Oxford University Press.
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6
Series: Residuals
Sample 1987 2015

54 Observations 29

4] Mean -9.19¢-16
Median 0.137562
Maximum 2.392915

34 Minimum -2.928363
Std. Dev. 1.421067

5 Skewness  -0.258527
Kurtosis 2.209299

14 Jarque-Bera  1.078502
Probability 0.583185

0

30 25 20 15 10 05 00 05 10 15 20 25
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