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Risk capital: a Leading Strategy to Fund Invest-
ment Projects in Algeria - Standard Model

Abstract:

This study aims at assessing the impact of funding
using risk capital on the profitability of investment
projects, as it is considered one of the major solutions
to the problem of financing projects in Algeria and
an optimal alternative in light of Algeria’s financial
needs. The study finds that there is a positive impact
for this type of financing on the financial performance
of the investment projects. However, these institutions
are facing a number of obstacles to do their roles.
Through the construction of Standard model during
the period (2002- 2014), where the model connects
between risk capital as a dependent variable to
the revenues of the investment projects and their
generated job opportunities, The statistical results of
the study concludes that the more the investments are
funded by risk capital, the more they are likely to face
bankruptcy, and failure to pay their liabilities. Thus,
this relationship is an indication of the amount of risks
that risk capital firms face in terms of the amount of
funds provided to the projects, especially the ones
with long time frame. Finally, this paper suggests
approaches to empower risk capital institutions in
Algeria.
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Null Hypothesis: Y has a unit root

Exogenous: Constant

Lag Length: 3 (Automatic - based on SIC, maxlag=7)

Augmented Dickey-Fuller test statistic
1% level
5% level
10% level
*MacKinnon (1996) one-sided p-values.

Test critical values:

t-Statistic * Prob
4.596934 0.0000
-3.689194
-2.971853
-2.625121

(.Eviews9.0) .als sie e alaie YU Saldl dlae) (e 1 jaadll

Xy 9 Xq 3 iy

X, il
Null Hypothesis: X2 has a unit root

Exogenous: Constant

Lag Length: 3 (Automatic - based on SIC, maxlag=7)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic  -6.850860  0.0000
Test critical 1%
values: level -3.689194

5%

level -2.971853

10%

level -2.625121

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

X J sl
Null Hypothesis: X1 has a unit root

Exogenous: Constant

Lag Length: 2 (Automatic - based on SIC, maxlag=7)

t-Statistic ~ Prob.*
Augmented Dickey-Fuller test
statistic  -0.317858  0.0000
Test critical 1%
values: level -3.679322
5%
level -2.967767
10%
level -2.622989

*MacKinnon (1996) one-sided p-values.
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VAR Lag Order Selection Criteria
Endogenous variables: Y
Exogenous variables: C X1 X2
Date: D8MTAG Time: 2312
Sample: 132

Included observations: 28

Lag LogL LR FPE AIC SC HQ

-455.5679 NA 9.84e+12 3275485 32.89759 32.79849
-446.5049 1553649  Shde+12*  3217892% 3236924 32237117
-446.2196 0.468806 5.84e+12 32.22997 32 46786 32.30270
-445.6197 0.942687 6.03e+12 32.25855 32,5440 32.34582
-443.8364 2.675018 9.728+12 32.20260 32.53565 32.30441

o a3 PO

*indicates |ag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

3C: Schwarz information criterion

HQ: Hannan-Cuinn information criterion

(.Eviews 9.0) .cla e Sle e WU Ealill dlae) (et Haadll

Joshall guall e JolS55 Juudeall 838 o) abiall dayilly 5591 g Laal Vs o Jguall i s

Date: 08/17/16 Time: 23:14

Sample (adjusted): 3 32

Included observations: 30 after adjustments
Trend assumption: Linear deterministic trend
Series: Y X1 X2

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 * 0.505118 40.45309 29.79707 0.0021

At most 1 * 0.322682 19.34998 15.49471 0.0125
At most 2 * 0.225382 7.661571 3.841466 0.0056
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Trace test indicates 3 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 0.505118 21.10311 21.13162 0.0505
At most 1 0.322682 11.68841 14.26460 0.1229
At most 2 * 0.225382 7.661571 3.841466 0.0056

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

(.Eviews9.0) .cla s o aldic¥l Cald) alae) (a1 juadll
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Dependent Variable: Y
Method: Least Squares
Date: 08/17/16 Time: 22:26
Sample: 1 32

Included observations: 32

Variable Coefficient Std. Error t-Statistic Prob.

(o -2028631.  2314491. -0.876491 0.3880
X1 957.7839 209.1293 0.009865 0.0001
X2 5.695007 5.911632 0. 03356 0.3433
R-squared 0.865068 Mean dependent var 3924751.
Adjusted R-squared  0.828176 S.D. dependent var 14538305
S.E. of regression 10993730  Akaike info criterion 35.35261
Sum squared resid 3.51E+15 Schwarz criterion 35.49002
Log likelihood -562.6417 Hannan-Quinn criter. 35.39816
F-statistic 00.00623 Durbin-Watson stat 1.867199
Prob(F-statistic) 0.000115
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Date: 081716 Time: 22:26
Sample: 1 32
Included observations: 32

: slas ¥ At dadul 4

Autocaorrelation

Partial Caorrelation

AC PAC 0Q-Stat  Prob
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0.343
0.004
-0.236
-0.435
-0.086
0.009
0.004
-0.014
-0.028
10 0.002
11 0.010
12 0.009
13 0.014
-0.023
153 -0.033
16 -0.017

0.343
-0.129
-0.223
-0.332

0.190
-0.088
-0.159
-0.149

0.093
-0.046
-0.110
-0.066

0.067
-0.074
-0.097
-0.023

4.1393
4.1399
6.2280
13.589
13.887
13.890
13.891
13.901
13.937
13.937
13.942
13.947
13.958
13.991
14.039
14.080

0.042
0.126
0.101
0.009
0.016
0.031
0.053
0.054
0.125
0176
0.236
0.304
0.377
0.450
0.521
0.593
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