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Summary

This study aims to measure the impact of public budget deficit financing
mechanisms on inflation in Algeria during the period (1990-2020), in order to
determine the effects of each mechanisms on the rise of inflationary pressures in both
the short and long terms in Algeria. The descriptive and analytical approach was
adopted in order to describe and analyze the behavior of the variables related to the
object of the study, as well as quantitative and econometric methods by estimating the
Autoregressive Distributed Lag (ARDL) model, where inflation expressed by the
consumer price index, serves as the dependent variable, Several independent variables
represent mechanisms for financing the state's general budget deficit, import prices at
constant local prices, the official exchange rate of the Algerian dinar against the US
dollar, and the ratio of Monetary mass growth to gross domestic product.

This study concludes that there is an existence of a long-term positive equilibrium
relationship and another short-term relationship between external financing as a
mechanism for financing the general budget deficit and inflation. In addition, The
Algerian government's resort to external financing to cover the general budget deficit
leads to an increase in the intensity of inflationary pressures in the Algerian national
economy. However, The study also confirms the existence of a long-term equilibrium
relationship between the ratio of Monetary mass growth to gross domestic product and
inflation.

In summary, the results of the study confirms that various mechanisms for financing
the general budget deficit as pursued by Algerian authorities have not been effective to
treat the deficit. Therefore, it is imperative to introduce genuine financing resources
while creating a conducive economic environment for it.

Keywords: General budget deficit, external financing, Bank financing, Monetary
mass, inflation.
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1o Sl L) s1ae) e yeaed!

- Banque d’Algérie, Bulletin Statistique de la Banque d’Algérie, Statistique Monétaires
1990-2020.
- https://databank.worldbank.org/source/world-development-indicators.
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Consumer :CPI ) clgzedl jlan ol (3L aie yualls) wonzad) o Aulll) 0l o) oLl =350l 0S5

L9 Crdll) Azl Slrdl e Aosat ng (6 pineS” ((PIiCE INdeX

BIgb e Josed Bl gl on gl Lo haam ) SN g ) d5gazt & Jredlly (BF) (Sadl Jugod! @
.(Bank financing) sl

o PRV S gl o p Ul s S op 3 esast (3 Jtany ((NON-BF) (S o) Jugad) @
o P9B e & 05T O (S e gyl &5l e Lsed (NON-bank financing) U ¢zl
T SH Szl ] 1Sy (o) pladll e dmgaill Bondl Slles S e ol Slaladly oLl gsbis
A g lail) Lons

o ol R Al Bl e W)yl ke fiad S gl deget 3 edly 2(EXEF) (gl Jused) @
ol elidly Lol wi) Gatio o sl wlolally Sledl e ol (61 Jll e oF 2dell JU Gl
.(External financing)

ALl (3 WL W saidl (2l 3 LY 0L ((M2/GDP) Jler it dowall gl JI i) U 505 G @
Sy S Sl i) Slaled) o 20SH SULAL QLY gl ) 3 @ AW Sleddly Al e

o) Vs pl) g B 6 ) 525 Bidl 3o Y1 B 1sé Ay
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(2020-1990) szt = j1ppdt B eseiadl Jo ol Bjlgadl s Jugod Jilwg ST I Jadl)

Official exchange rate dz per) .Y Vsl Llis : (OER) gilpd! jull ol oo 2n @

Sl b o Sl oda T g Gty j3liae B P p ISy S 3 Gl e S5 (S
ot Mo l) ahedl el a5 o M3y SLaBY) (3 Y Al el e s STy cala g 2500 1l e
sLasY) @ i) eV i e il SISV ol Al n ooy O Al Bl e ) iy (U
e plalh (gl el B U3y o) 25020 5530 e Alnildl e Y1 Ol dlle oy
g6 ((constant local prices) 2l 1)l jeuYL (IMPOrtsy syl wixf ¢ & ((IMP) syt @
Sl @ W) (T OV () Bpll aip b )b eiad) M e dg ) aeal) L s A3l ]
A s g Jo 280 WU T e ol
o el & o ((EViews 10) SlamY) mabpdl o slaxel & Gulidll anhl) Jols il pLilly sy
WD ) &l el ol 88 Baganglly Lol Ll wlly 306 e mdgaddl 1l 5 3 Gadsand) dul ) ©UL,
.(Bank of Algeria) ;141 &l wse o0 JA 2y & ey (World Development Indicators
S yalasg Aty o pize 1(23:03) o3y Jgund!

CJUL:-“ s M‘
WDI CPI
Bank of Algeria reports BF
Bank of Algeria reports Non-BF
Bank of Algeria reports Ext-F
WDI M2
WDI OER
WDI IMP

R Al NN N

b 3gadl sly A6

3l Beal) oSl JE plasaaly AT (3 el e Rl 1l e b SUT ST S e Leall v
OsSG cwlyll 378 o g ULy e slazeYly LYl sdaze b3 2548 plisuanl 1y ((2020-1990,
S W RPIRCT [ O BTV OF G (bl it ool paze L

CPIl, = ay.BF; + a,.Non — BF; + azExt — F, + a4,. M2, + as5. OER,

+ agIMP; + u,

RORC[IRCRRYTrET: AT g
s e (@izdly 3edl) Slpmnel) (preiadl) mld) pal Blmin) SSles [ 0005 (O (O3 <02 <Ol
(2020-1990) 2yl 375 Slsin 18 pn o9 laladl sus i it
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(2020-1990) szt = j1ppdt B eseiadl Jo ol Bjlgadl s Jugod Jilwg ST I Jadl)
LSl i oy
(Aolyold] S pin) dis I o) o ylar Y1 - U1 o]

2 aal Josldl b s o e el s Buball Ul ) ) Gl el s (3 e
A 3 el o Bl il e Lod SUT JL a1 SV ssadl el 23sadl s & il
(Unit Root Test) iyl oo deio il Judled! dyyls) ylar :J5 % £ 1301

Ui el o Bl i hinall Bl oSl B s ok Y el o Blmy oL 1S

a5 e (RP) sl alas 208 4 0555 5 2 any U ALY el gn G SNl daky () ALY

Fisher, Student Lot dom e soliall hlas Y1 ol e Wlam) fsine 055 ALY @ alan 0 ST of il
Bl el Sla M Al ) egmlll OF =T s ilal) i san Jows ¥ &SI ((Gujaraty, 2012, p. 234
() i) pas Al (3 Al s Jaws (OLS)
A8 S ) ad ol ads ool ey ((UNit 100t Testy susll i lliot] Joxtd dpliana) lasYy
Ogp el Jli) 963 W1 L) Ll (3aght )04 (ADF: Augmented Dickey-Fuller) sl
e 5l sy ((272-269-268 wl=in) (2015 (Bourbonnais y (PP : Phillips Perron)
(124 20 2013 (ot 5 D) o ) o 06 Lo Lo g L Y1 0 Bl bl L)
(ADF) gusall Jsb (S5 5] 1Y

3y sslx) o2s (ADF) gl I Sos o) planly Byl lpad Gl Jodd) ) L) Yol 5,4
With ) ple oldly <ol o 390y gl 23501 ((With Constant)y Lis <ol a> semg JsV) (23U &
il el «((Without Constant & Trend) sle oldly <ol > Sgy EII 735y ((Constant & Trend

t I Jgadl (3 dasde s LS
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(2020-1990) szt = j1ppdt B eseiadl Jo ol Bjlgadl s Jugod Jilwg ST I Jadl)
(ADF) gusdt Jgb o5 jles) ol :(24:03) o3y Jaud!

(ADF) jl=)
(At Ist difference) Js¥1 &, 1 At level) gt ws
doryd A= Oay A 355y A 34 A= Oy A 355y A 34
ot oldly el | oldly oot b oy oldly ol oy O izl
ols ol ole ols
Il 0.0000 0.0005 0.0001 0.1278 0.6239 0.5129 Prob CPI
Il 0.0000 0.0010 0.0002 0.3316 0.5956 0.7470 Prob BF

Il 0.0000 0.0707 0.0000 0.1064 0.2853 0.1286 Prob Non-BF

10y 0.0000 0.0011 0.0002 0.0269 0.0253 0.0921 Prob Ext-F

[0y 0.0000 0.0013 0.0004 0.0269 0.0253 0.9529 Prob M2/GDP

I1y 0.0035 0.0318 0.0059 0.9989 0.0702 0.7509 Prob OER

I1y 0.0.03 0.5343 0.2165 0.5673 0.9516 0.4725 Prob IMP

(Eviews 10) iy Olrpia Jo slaxsu L)) slas] 0 : yladd)
BF,CPI) o+ I 2l [0 osnndl (3 el Jodldl il pae (24:03) 03y Joad) IV 0 oD o
Uy Lsine edd sal) ol2Y1 0T 6T (905 dugiall (s5n o0 ST (PTOD) 203 OV &35 (IMP,OER, Non-BF,
(e At T HT) @l 80,8 285 (Gomy e ) St 5 bt T HO) G 2080 o
il jabs iy (Y03) msall Ssin o BT (PTODY e OF psladl gl 2a)l foSLdd Jo¥1 G0 el e
OF el s WS (1) oSl amys i ) Jded) i) Led Gt @) Al 2ol Ly ool
(Y05) oo BT (proby oY I(0)ssadt 3 cpies (M2/GDP)y, Ext-F) -l
(PP) gt ek ) 130
6 st ws ¢ Gl «(25:03) 3 Jpadl 3 ey el sllly (PP g o Sl iy L
1(0) 5ot 3 cpizes (( M2/GDPy, Ext-Fy ppads of s 3) (ADFy sl S Sos Y aiylla
dxf sy 332s 3 (IMP  OER, Non-BF, BF,CPI) wisadi b Wi %5 .- gf (proby aus oY
Gob OF il bl aal LSl JoY1 Gl dtl sy oSO 05 e 18T (proby s 0V T(1) Jo\ 3,4

A1) S amys i maagh Juodd) 2] sz My (Y05) ygiall Sgimn o 8T (PTOD)
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PPy 05,01 ked jLes) W :(25:03) N JPRES]

(PP) Jkaa)
(At 1stdifference) Js¥ &, as (At level) syt ws
A= Jey A deor ) d= Oy A e A 399 Ow‘
JA&J\ iy sldly ol sldly ol b oldly el oldly b ol
\aLc (Lc (Lc (Lc

1(2) 0.0000 0.0003 0.0001 0.1269 0.5506 0.5370 Prob CPI
1(2) 0.0000 0.0008 0.0002 0.3316 0.6286 0.7470 Prob BF
1(2) 0.0000 0.0001 0.0000 0.1389 0.2853 0.1286 Prob Non-BF
1(0) 0.0000 0.0003 0.0000 0.0267 0.0194 0.0890 Prob Ext-F
1(0) 0.0000 0.0002 0.0004 0.0267 0.0026 0.9617 Prob M2/GDP
1(2) 0.0046 0.0344 0.0063 0.9920 0.6718 0.7354 Prob OER
1(2) 0.0334 0.6133 0.2242 0.7845 0.7288 0.7787 Prob IMP

(Eviews 10) izep Sl pes Ao slaxe YU dlall slus] 0 : ybaaall

il pomys e alSas 2yl il 2l JuSl OF Ll gt 3 ez bl uslad) S g et adeg
s Engel oo U718 e 2l el LIS Gb ) eomlll (Se Y AL ods b ales (1) 5 [(0) W2
alizd) Slpaddl Ay (povadl) ol el oy At B dnb 033 (1991 Johansen s (1987) Granger
S JUEY) =308 ] egmlll & 1y Al Slpaze mead By ll) ki e S Bljl] B B ST M5y o3yl
Bl oSl Byl i) oy OO0 A Ll U1 (2001 w339 Pesaran O b n il acjeld ol Y1 ol
die Bt Fafll Sl Al IS b Al 3 m3gadl Wi plisiaal S8 Y S (m3gadl (3 gl el
.(Kibala Kuma, 2018, pp. 03-04) s szl

Y5 I0)s 1Dy o e (o il liialt Gy (1) JsW G0 3 s (oneiadl) il padl) OF sl
e 3 & (ARDL) sl slay ¥l ol gl Sl 358 plasan] bps 33 WL I(2) gl G4l 59
Al lpize o Sral) LS
Alylll ipai puldr ;I £ 41
o ) el Y) ol sde wad e LY (ARDL) 358 38y oY1 8peailly Alslall M) pis (3 §9,20) S

Al Slpite gy ads e Sl LS BYe 59y L) Laday

(Var Lag Order Selection Criteria) g3gell Jeolt slla) <l wows - Y
2w s ez, (Akaike: AIC ) L o e sl il W cla Yl ol o e Y1 s e
Slt) G cad 855l Alalially Al olgailly vseadl  (ARDLY 2358 339 oY) dpmaidlly alyglal) 25
= ( ) Iah

(ARDL) aejsl) cla¥1 olpdd Gl LYl dlslan i dny ¢ pize SO Lol Min e 203 BBY 2885l ol W) e
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(2020-1990) szt = j1ppdt B eseiadl Jo ol Bjlgadl s Jugod Jilwg ST I Jadl)
«ARDL(1,2,2,2,1,0,2) » 2l olpaze mead bl slay¥) ol OF ) Logdl ¢ (01 o3, gl il

os Qb ISty (AIC) Jlms o 2ad BT i 0¥ 0pui5 ¢ 2T 398 19 0 o 2358 il day 8
HULE

(ARDL) g3sed Jealt slla) ol wutows :(12:03)) o3, Kol

Akaike Information Criteria (top 20 models)

276

272
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(Eviews 10) iy Olrpue Ao slaxs il L) slue] o0 jhaal)

:(ARDL Bounds test) & ziwl! JA&:.U 39l s 1Ll

81 b a5l 850 sl Sl o Sl S B3 gy Lot ol ong (ARDL) 358 5 e Iels
By (BXEF) (o) Lisodly (NON-BF) (Sl 56 Ligodlly BF) (Sl isodlly s sazas” (CPI) el oy
(3pin) Ais DS (IMP) ls)dlly (OER) o)l 3all s (M2/GDP) (L) s il () wid) o
gi=dl e psi gl ((Pesaran et Al 2001) <3 sl (Bounds testing Approachy sgad) jLas| slasn
el Bylie IO e My cAul )l Olprie n Sria LSS 8Os semg pdn W dadal) Bb ) Ao (s e
B A 59ad Gois (F) il Y1 2edl oS3 o il Lilly Wall sguodd 2 1 ) e () S20d) 25l y)
BIe sgomg pde U sty b L) am ) sgad e 3T cSTI3) LT i LSS BMe sy e oy g L)
O5SS B Ll 2 b 3gudly Lhall 2 b1 3ot 508 0 8902 (F) oY) 2l SlT13) LT s IS
(A (26:03) o3; Jotdt (3 elas miladlly 532 g 8
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(2020-1990) szt = j1ppdt B eseiadl Jo ol Bjlgadl s Jugod Jilwg ST I Jadl)
(Bounds Testy sg4od! jlast 385 (ARDL) z3gedd S ziedt JolS1 jlast wils 1(26:03) (3 Jguon)

ARDL Bounds Test sgiod! jlas)
K ol sue i)
6 5.835081 | F-statistic wslax]
dor Al i) 59>
[y Je ot [0y oY o Bsiall (Sstuns
3.23 2.12 10%
3.61 2.45 5%
3.99 2.75 2.5%
4.43 3.15 1%

(Eviews 10) izwep Olrpe Jo slaxs il L) slus] 0 : yadl)

Bl OF 0 et iyl sz 2300l (3 bl (s it LIS BMe 9oy oDl Jgddl IS e Lo
%055 %010 nsall wlsmd) Gz wie Gl W) 2 ) 3 e 58T (5.835081) 4 suilly FJ aslay)
LSS w0y =1 algh g @ sgmrg AN Al dns )l Ly duedall dub i)l mi adey Y014 %25,
Ay ) Olpane (S
o gy dlysh B i (3 AL Soladl s 3l a5 ag
las) pooenas 3009 skl Jort SOelas puds 116
sl Jr Y Colee s 1

Ot 29 ] e 38y (Sl O S JaSS) Y1 Alsh a5l B0 sy ST el OF s,
slezeYU ey jeadl) oY GLSales 1y Lilall Y1 oMl i 0V1 S ctliznd) olally ooeiadl Jiae
b S el Gy Y1 alsh B s s sl o (ARDL (1,2,2,2,1,0,2) 2356 Lo
(03 o3y sl hily 1 dW s e (2020-1990) 341 Jo dizad) wolpad) 2050ty

Cointeq =CPI-(0.0014*BF -0.0018*Non-BF +0.0291*EXT-F +0.1705*M2 -
0.1156*OER -0.0000*IMP +3.6894)

: WS (ARDL) #35a 31 dlyshall 183l gl ey JIsk1 J gl
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(2020-1990) szt = j1ppdt B eseiadl Jo ol Bjlgadl s Jugod Jilwg ST I Jadl)
(ARDL) g35e3 Jor¥1 dysh Byt mils :(27:03) o3y Jguond!

Jusiht J= ¥ 3 ARDL #3505 chlilae pkds
Jlaz=y) Lt T S)kall Lo Hlalall ol il
(Prob) (t-statistique)
0.0791 2.199962 0.000631 0.001389 BF
0.1135 -1.916077 0.000949 | -0.001818 | Non-BF
0.0048 4.811358 0.006042 0.029068 Ext-F
0.0025 5.600027 0.030452 0.170534 M2
0.0229 -3.243754 0.035648 | -0.115634 OER
0.5098 -0.709323 0.000000 | -0.000000 IMP
0.0613 2.404415 1.534420 3.689381 C

(Eviews 10) iz p Olrpe Jo slaxs il L) s1us] 0 : ybad)

Gyims L1z &l oMol Jold) 3 Lgasds ¢ ly lal) call 3 (Eviews 10) a2, obe2 IO e L3
Non-y Sy sl Lsadly (BF) Sl saddl caslias] V5 @13y dginn alized) ohad) IS %05 25l
Iy (sl e (Prob=0.1135), (Prob= 0.0791) tal 6 Lugadla=) O Jlasly Wlas] cusine 6 (BF
3 el e Bl B 8 el A Sl Jesolly (Sl ol ginn 56 (5T agmy et 4 o e Jo
I a isedl S Il Wpmes 18 (3 Honnsdy dnzy chotnd g 3151 809all n gl k) O b (55154 sLas)
Ayl 355 IV Gngonll el sl bl e B ST S e Y10 sl Lo Batio e pllsY)
Qe A Sl ool Gl n ks ((EXEF) ialell &51500 pomal o)) el alids o IS oS LS
xie Wlax| dgiae Y3 (M2/GDP) Jla) ) st 4f i) A0l 5 des kg «(OER) (o1 Yol
«(Prob=0.0229) ((Prob=0.0048) il Je cib & edlon] OF Lzl %05 tges (g5
Bl LSl sds e slazeY) S al an W ((05) & psendt Ll it e 2ol o8y (Prob=0.0025)
ezl s el 515k mal o)) el S5 cndl (bl b iy ¢ oshell 1 (3 (5ol o) (3 (il
ang (00,0291 drsy szl Jaoe U5yl U} 538 01 Gy )b fisadl g6 (3.0 (K Sy 40 3
slaByl 3 desad) borall s> 545 ) (o35 bl G111 3 ol ddais s o)UY frgaddl (1] 3 510 algll s gl
ezl Jdas o 0 201 2y (M2/GDPy Qe &) ) ) sl sl of ded glis)ly s 1A oasdl
@ claadly aldt e JSI Il 85l U (o33 sLasY) (3 dghiall s5adl 28835 0F &3y (00,1705 2y
b Slgins wids Lo g 3130 alad) Sl b 25 0 smey Y1 Slekl Bgpn paad ST 2l S 5
sbsl) sLaB¥l (3 deseiad) bgrcall 3155 aiey LY
it Bl r f6 (S (S (g AR § o) o S5 (OER) (o)) Gyl e i ety U
ohplall Ko d) pvadly Brall an Gy B SW B sda a3y J00. 1156 dsy (o) e iz %01
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(2020-1990) szt = j1ppdt B eseiadl Jo ol Bjlgadl s Jugod Jilwg ST I Jadl)
e Lo ( SV Vol Spmen ng By 21 3 Jaes & wlolall claxe OF Jlas) s il oalsly
A 3 el o Vol i i)Y S ST i L iy )5l Sms 3010 Sl sl
e 2 (CPl lexdl JanY wldl (3l (IMP) 2l 221 jlawYL Slsjll jlanl p B0 0OF 44 o (3
wad caby e (CPHaWl il (IMP) Jandd padll flomas] bl O jlasl Wlas| Gyms néy 2.8s
S s3laBYl Bl we gy ¥ anlll ods 4l e o g D05 dgall sin 0 xST 29 Prob =(0.5098))
Aoy doimy (g Sbasl) AT SLaBY) OF sl ol il el G ol B sy 2k (slly Al
slezs) 1) BLAYL g o ol flall s Do) Laipe b WL Rl R e ) oYl e )
B o 83y5dly IS sLagYl Sl ba] 2k 29 0l Sleddkly aldl e Beld dhas 35540 doal] ) Bl
ol Ll () n Lzl sl o @) 20 Y) oM gl ST 5T Ll gz Bgomgn bl adis 1S g
SN 3345 e Jos ) Balsall o] o o oY) IS 855 OF Uy (Ll Lo 3gomshl BUSptad f L2 Lajiys
L)) (6T OB amng il ool SVuas 85L5 (3 193 83p5mdd Z Y1 Ve ST s L) OF alall o 6 iiadl
Bl el e g iyl el 8

ezl Vs Jo SIS 5 O 6le e Ss)lall e oS oslazely (5 84 sLasdl a1 2,57 of ud elis”
B Aoal) filie B ) Aloall o Bl By s gL (Bl s (Ssien o fad S ) JD e )
Sty o) jlanl 8345 L) comsidl mddy Lo ing 8352l 2 oY1 Sl 21 el 23S plisy) 4] ehs 09 (o35
Vgesezd) borall gl aing
J= V1 (3 ezl Sy 2l alaally ls)lel) jlenl oy ysine pally 2SOl B 2 Lah 2yl ads &) closi Lo
Y &y ot o¥ure ¥ Lad B Rl Oled) e el gl wlball ddlas pde ga Ay el 4l yshal)
rells g Qb Jgadly ( plall (Aad (oolas) @Bl e e

(2020-1990) 82t S il B aylglt jlamly esead) ¥ums yohai :(28:03) o3y Jouand)
TS Cgee 10° RE]

1999 | 1998 | 1997 | 1996 | 1995| 1994 1993 ] 1992 1991 1990 | <l sind
2,64 | 495 573 | 18,67 | 29,77 | 29,04 | 20,54 | 31,66| 2588 16,65 | CPI
610,67 | 552,36 | 501,58 | 498,33 | 513,10 | 340,14 | 20504 | 188,55 | 139,24 87,02 IMP

2009 | 2008 | 2007 | 2006 | 2005| 2004 2003 | 2002 | 2001 2000 | <l siud
573 | 485 | 367| 231 138 3,9 4,26 1,41 422 0,33 | CPI
2854,8 | 2572,0 | 1916,8 | 1558,5 | 14936 | 13143 | 1047,44 | 957,04 | 764,87 | 690,425 | IMP

0 3 3 4 4 9

2019 | 2018 | 2017 | 2016 | 2015| 2014 2013 | 2012 | 2011 2010 | < sicd)
195 | 426| 559 639| 478| 2091 3,25 889 | 452 391 | CPI
5016,84 | 540323 | 5111,30 | 5154,78 | 519346 | 4710,71 | 4368548 | 3907,07 | 344250 | 3011807 | IMP

2020 | < siads
241 | CPI
436365 | IMP

(ONS) clitarW b 1galt de slaas U L) 31us) 4 : pbaal)
-https://www.ons.dz/IMG/pdf/ CH10_Commerce1962_2020Ar.
Vs Loty awly ) 35 Alb azas Ayl5 (3 Al Aleally Slsylgll Jland OF el Jgudt IV o LN o
Jdne jobmz | &t b plis)ly 2] Gn oduds (3 b (2020-1997) (e susall 350 JM oad)
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(2020-1990) szt = j1ppdt B eseiadl Jo ol Bjlgadl s Jugod Jilwg ST I Jadl)
(2020-2016y 5 (2000-1997) copdh IS af STL pddly oozt oVdeo e 3
G Goll OY (s 8 ol Mg jetis (L] (3 il el S¥re Ly Joolgne L) lafgll el g
3p3ball SLilam Y1 Of W 0 o Lo IO 0y gl Sladihly abodl a2 135 (3 B LW e 5SS o815
(A (3L Wl S Y Bl Sl e
el ) LSSy 2

2, gy (CointEq(-1y) L) movas folas 23 Of (ARDL-ECM) 3 a5 mils opgbf
Be 9y e 4Sh Lo 929 (05 Bgall (Sgzen o T Y (PrOb=0.0005) 35iaeg 3l 6 (-2.452195
902.45219 Qs of Y L el st Jalas a8 J5 WS ) V) 3 2l lpite o oY) s 25515
o U Bl (3 Ao 2 Jslal V3 a5l aed o (i) iy amlldl ) g el dad OLEY
Goemad oS8 (BT 2Ll 2l 37dl) (3 wseiadl Jane 3 oY1 Bl S 0 02,3857 OF =T as
Azl Sl 3 dads @6 Gl e Y dlgb B o4l (t) U sl (ol
) 508l S gy R?=0.954622 (Adjusted-squared) sl Jobas ing il 4 521 dgx ong
Al sy %055 ((CPIy ool 3 ahold) lpadl 0 %095 s (5eedlly alind) Slpadd OF 0 o (z35ail
AN g3l & Lol o T Jelse
Zisedl 4o jla) (I ¢ W)
PR O KUR IR P ISE PRI TY

(Breusch-Godfrey Serial Correlation LM Test) jLzt| pasnas Slodl JMans) by oo gimdl i
Fo e aslasy adlaYi i of U aliel (05) o3 Joadl o WSl Y1 s opgbl o (301 LU
sy pde (28 &) dedall oAl Jod ) iy ey 05 mgall g o xST a9 %020 (g5l statistic
Slalall 539 Juy L 905 a1 g8 (Chi-Square) ale] LI Guaall 35l Slsd gl Llsy dSCen
LS o 3 LU Y ASCEL sgmmg  wily 8,080
S o S LY Ui ) il 1(29:03) 03y Jund!
Breusch-Godfrey Serial Correlation LM Test
F-statistic 2.882962 Prob.F2 ,3) 0.2002
Obs*R -squared | 14.47084 | Prob. Chi-Square2y | 0.0007

(Eviews 10) izep Olrpes Jo slaze Yl Al slas) s : pbeaal)

pdsell Bledl by O pus Ui e 1 LU
esiy (Breusch Pagan-Godfrey) jlos! lew oy sl 2ls OV o GnSW oljlam) s Sl
LA el s e La Y s
(Homoscedastic) Lok d> 5l b e o ag ¥ ¢ (HO)
(Heteroskedasticity) el a> b5 ol pde de0m a0 (HT)
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(2020-1990) szt = j1ppdt B eseiadl Jo ol Bjlgadl s Jugod Jilwg ST I Jadl)

o ST a9 (F =0.8460) aslar| 20 of bl 15 o calinl (08) o3 Jgad) & jlas ¥l s il LS
A Ol seen Slsiall 16 aeg (HO) 2eosdl 20,80 J58 o 1ag D0 5 sall (595
.(Homoscedastic)
Thgell (BIgdl als O jle) il 1(30:03) By Jouond)
Heteroskedasticity Test: Breusch Pagan-Godfrey
F-statistic 0.531613 Prob.F (16,5 0.8460
Obs*R -squared 13.85535 Prob. Chi-Square (16 0.6095
Scaled explained ss | 0.449605 Prob. Chi-Square (16 1.0000
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Dependent Variable: CPI
Method: ARDL
Date: 11/20/23 Time: 21:00
Sample (adjusted): 1999 2020
Included observations: 22 after adjustments
Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic): BF NON_BF EXT_F M2 OER IMP
Fixed regressors: C
Number of models evalulated: 1458
Selected Model: ARDL(1, 2,2,2,1,0,2)
Variable Coefficient Std. Error t-Statistic ~ Prob.*
CPI(-1) -1.452195 0.309859 -4.686631  0.0054
BF -0.004040 0.000968 -4.174264  0.0087
BF(-1) 0.003649 0.000863 4.229644  0.0083
BF(-2) 0.003798 0.000725 5.241552  0.0033
NON_BF -0.003237 0.002015 -1.606418  0.1691
NON_BF(-1) 0.008179 0.001721 4.751870  0.0051
NON_BF(-2) -0.009401 0.001854 -5.069657  0.0039
EXT_F 0.024312 0.011939 2.036383  0.0973
EXT_F(-1) -0.013262 0.007735 -1.714485  0.1471
EXT_F(-2) 0.060230 0.012071 4989879  0.0041
M2 0.351948 0.075595 4.655731  0.0056
M2(-1) 0.066234 0.059540 1.112427  0.3166
OER -0.283558 0.073221 -3.872614  0.0117
IMP 1.18E-11 1.83E-12 6.424111  0.0014
IMP(-1) -1.37E-11 2.13E-12 -6.432625  0.0013
IMP(-2) 154E-12 1.25E-12 1.232057  0.2727
C 9.047083 3.379884 2.676744  0.0440
R-squared 0.954622 Mean dependent var 3.806198
IAdjusted R-squared 0.809412 S.D. dependent var 1.907060
S.E. of regression 0.832554  Akaike info criterion 2.535213
Sum squared resid 3.465731 Schwarz criterion 3.378291
Log likelihood -10.88734  Hannan-Quinn criter. 2.733817
F-statistic 6.574072 Durbin-Watson stat 3.059750
Prob(F-statistic) 0.023616
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IARDL Bounds Test

Date: 11/20/23 Time: 21:02

Sample: 1999 2020

Included observations: 22

Null Hypothesis: No long-run relationships exist

Test Statistic Value k

F-statistic 5.835081 6

Critical Value Bounds

Significance 10 Bound 11 Bound
10% 2.12 3.23
5% 2.45 3.61
2.5% 2.75 3.99
1% 3.15 4.43

(ARDL)z350d JrY) dlygh Bo) jles) guilss 1(3) o) kel

Long Run Coefficients
Variable Coefficient Std. Error t-Statistic Prob.
BF 0.001389 0.000631 2.199962 0.0791
NON_BF -0.001818 0.000949 -1.916077 0.1135
EXT_F 0.029068 0.006042 4.811358 0.0048
M2 0.170534 0.030452 5.600027 0.0025
OER -0.115634 0.035648 -3.243754 0.0229
IMP -0.000000 0.000000 -0.709323 0.5098
C 3.689381 1.534420 2.404415 0.0613
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ARDL Cointegrating And Long Run Form
Dependent Variable: CPI
Selected Model: ARDL(1, 2,2,2,1,0,2)
Date: 11/20/23 Time: 21:12
Sample: 1990 2020
Included observations: 22

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(BF) -0.004040 0.000968 -4.174264 0.0087
D(BF(-1)) -0.003798 0.000725 -5.241552 0.0033
D(NON_BF) -0.003237 0.002015 -1.606418 0.1691
D(NON_BF(-1)) 0.009401 0.001854 5.069657 0.0039
D(EXT_F) 0.024312 0.011939 2.036383 0.0973
D(EXT_F(-1)) -0.060230 0.012071 -4.989879 0.0041
D(M2) 0.351948 0.075595 4.655731 0.0056
D(OER) -0.283558 0.073221 -3.872614 0.0117
D(IMP) 0.000000 0.000000 6.424111 0.0014
D(IMP(-1)) -0.000000 0.000000 -1.232057 0.2727
CointEq(-1) -2.452195 0.309859 -7.913905 0.0005

Cointeq = CPI - (0.0014*BF -0.0018*NON_BF + 0.0291*EXT_F + 0.1705*M2
-0.1156*OER -0.0000*IMP + 3.6894 )

lyldl g0 I IS eite jLa) (05 03y 3okl

Ramsey RESET Test

Equation: UNTITLED

Specification: CPl CPI(-1) BF BF(-1) BF(-2) NON_BF NON_BF(-1)
NON_BF(-2) EXT_F EXT_F(-1) EXT_F(-2) M2 M2(-1) OER IMP IMP(-1)
IMP(-2) C

Omitted Variables: Squares of fitted values

Value df Probability
t-statistic 0.312824 4 0.7700
F-statistic 0.097859 (1, 4) 0.7700
F-test summary:
Mean
Sum of Sq. df Squares
Test SSR 0.082763 1 0.082763
Restricted SSR 3.465731 5 0.693146
Unrestricted SSR 3.382968 4 0.845742
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2.882962 Prob. F(2,3) 0.2002
Obs*R-squared 14.47084 Prob. Chi-Square(2) 0.0007

Test Equation:

Dependent Variable: RESID
Method: ARDL

Date: 11/20/23 Time: 22:33
Sample: 1999 2020

Included observations: 22

Presample missing value lagged residuals set to zero.

Variable Coefficient Std. Error t-Statistic Prob.
CPI(-1) -0.078871 0.240686 -0.327693 0.7647
BF -0.000185 0.000737 -0.250525 0.8184
BF(-1) -0.000194 0.000732 -0.265312 0.8080
BF(-2) 0.000236 0.000569 0.413805 0.7068
NON_BF -0.000649 0.001569 -0.413673 0.7069
NON_BF(-1) 0.000814 0.001346 0.604263 0.5883
NON_BF(-2) 0.000222 0.001422 0.155890 0.8860
EXT_F 0.005022 0.009891 0.507761 0.6466
EXT_F(-1) -0.001166 0.005934 -0.196454 0.8568
EXT_F(-2) 0.003008 0.009241 0.325493 0.7662
M2 -0.019996 0.058875 -0.339639 0.7565
M2(-1) 0.068169 0.056627 1.203828 0.3150
OER 0.012316 0.058251 0.211433 0.8461
IMP 1.03E-13 1.38E-12 0.074385 0.9454
IMP(-1) -7.81E-13 1.64E-12 -0.476021 0.6666
IMP(-2) 8.89E-14 9.63E-13 0.092310 0.9323
C -1.439092 2.717977 -0.529472 0.6332
RESID(-1) -1.398446 0.685683 -2.039494 0.1341
RESID(-2) -0.488996 0.647354 -0.755376 0.5049
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.531613 Prob. F(16,5) 0.8460
Obs*R-squared 13.85535 Prob. Chi-Square(16) 0.6095
Scaled explained SS 0.449605 Prob. Chi-Square(16) 1.0000
Test Equation:
Dependent Variable: RESID"2
Method: Least Squares
Date: 11/20/23 Time: 21:33
Sample: 1999 2020
Included observations: 22
Variable Coefficient Std. Error t-Statistic Prob.
C -0.297129 0.914928 -0.324757 0.7585
CPI(-1) -0.096993 0.083878 -1.156351 0.2998
BF -0.000196 0.000262 -0.747175 0.4886
BF(-1) -9.81E-05 0.000234 -0.420175 0.6918
BF(-2) 6.87E-05 0.000196 0.350047 0.7406
NON_BF -0.000528 0.000545 -0.967205 0.3779
NON_BF(-1) 0.000201 0.000466 0.431530 0.6841
NON_BF(-2) -5.93E-06 0.000502 -0.011823 0.9910
EXT_F 0.002859 0.003232 0.884570 0.4169
EXT_F(-1) -3.35E-05 0.002094 -0.015986 0.9879
EXT_F(-2) 0.001816 0.003267 0.555681 0.6024
M2 -0.010957 0.020463 -0.535445 0.6153
M2(-1) 0.020346 0.016117 1.262378 0.2625
OER 0.013521 0.019821 0.682184 0.5254
IMP 1.84E-13 4.95E-13 0.371295 0.7256
IMP(-1) -1.84E-13 5.76E-13 -0.319505 0.7623
IMP(-2) -1.77E-13 3.39E-13 -0.522508 0.6236
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Summary

This study aims to measure the impact of public budget deficit financing mechanisms on
inflation in Algeria during the period (1990-2020), in order to determine the effects of each
mechanisms on the rise of inflationary pressures in both the short and long terms in Algeria.
The descriptive and analytical approach was adopted in order to describe and analyze the
behavior of the variables related to the object of the study, as well as quantitative and
econometric methods by estimating the Autoregressive Distributed Lag (ARDL) model,
where inflation expressed by the consumer price index, serves as the dependent variable,
Several independent variables represent mechanisms for financing the state's general budget
deficit, import prices at constant local prices, the official exchange rate of the Algerian dinar
against the US dollar, and the ratio of Monetary mass growth to gross domestic product.

This study concludes that there is an existence of a long-term positive equilibrium
relationship and another short-term relationship between external financing as a mechanism
for financing the general budget deficit and inflation. In addition, The Algerian government's
resort to external financing to cover the general budget deficit leads to an increase in the
intensity of inflationary pressures in the Algerian national economy. However, The study also
confirms the existence of a long-term equilibrium relationship between the ratio of Monetary
mass growth to gross domestic product and inflation.

In summary, the results of the study confirms that various mechanisms for financing the
general budget deficit as pursued by Algerian authorities have not been effective to treat the
deficit. Therefore, it is imperative to introduce genuine financing resources while creating a
conducive economic environment for it.

Keywords: General budget deficit, external financing, Bank financing, Monetary mass,
inflation.



