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The effect of the budget deficit on the inflation rate in Algeria For the period 2000-2018 using
the ARDL model
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Abstract : This study analyses and measures the impact of budget deficit on Inflation in Algeria for
the Period 2000-2018, using the ARDL model. We conclude that there is a long and short run
relationship that exists between the budget deficit and Inflation; where the increase in the budget
deficit leads to a decrease in the rate of inflation; therefore we recommend the necessity of
coordination between monetary and financial policies, while combating corruption.
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Null Hypothesis: No levels

F-Bounds Test relationship
Test Statistic Value Signit.|  [(0) I(1)

Asymptotic: n=1000

F-statistic 6.552647 10% 2.72 3.77
k 3 5% 3.23 4.35
2.5% 3.69 4.89
1% 4.29 5.61
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Coefficien
Prob. | t-Statistic | Std. Error t Variable
0.0306| -2.478867| 0.053093| 0.131612 DB
0.0332| -2.433337| 0.190674| 0.463974 GRO
0.0364| 1.005129| 0.087722( 0.088172 M2
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Coefficien

Prob. | t-Statistic | Std. Error t Variable
0.0098| 3.114475| 1.835298| 5.715988 C
0.0004| -5.040835| 0.238714| 1.203316 CPI(-1)*
0.0483| -2.220419| 0.071324{ 0.158370 DB(-1)
0.0447) -2.264588| 0.246538| 0.558307 GR O**
0.3353| 1.007587| 0.105300{ 0.106099 M2(-1)
0.6399| -0.481130[ 0.075350| 0.036253 D(DB)
0.4937| -0.707874| 0.075589| 0.053507 D(M2)
0.0001| -5.775719| 0.208340( 0.203316 CointEq(-1)*
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Breusch-Godfrey : Lz J| bl s blg) pie oo 2l Jol o izdgedd Tl sgus JNina) by jlas) —

(=F0.593488) Jip= 5 Jsimll s LS Jlas V) e il o (G DL Serial Correlation LM Test

R Z3gedl lsd 15 LA sgmg pde o a8 A Akl s il Jsd L ke 1y «(35.049%) %05 e ST b

zigeld Tasdl 39 I byo jlast wils 2(5) Jautnd)
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.593488| Prob. F(2,11) 0.5726

Obs*R -squared 2.097340| Prob. Chi-Square(2)| 0.3504
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Heteroskedasticity Test: ARCH
F-statistic 0.028040| Prob. F(1,15) 0.8693
Obs*R -squared 0.031719| Prob. Chi-Square(1)| 0.8586
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5
Series: Residuals
Sample 2001 2018
4 Observations 18
Mean 1.36e-16
34 Median -0.005260
Maximum 3.084549
Minimum -1.957673
24 Std. Dev. 1.108074
Skewness 0.882559
1 Kurtosis 4.636709
Jarque-Bera 4.345843
o) : Probability 0.113845
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Ramsey RESET Test
Value df  [Probability
t-statistic 0.627514 10 0.5444
F-statistic 0.393774| (1, 10) 0.5444
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