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The impact of liquidity on the Algerian economy

Abstract

The purpose of this study was to investigate
the effect of liquidity in Algeria, through using the
following economic variables: M1 and M2 money
supply, interest rate, the general index of consumer
prices, and deposits according to the monthly
data of the State of Algeria from December 2001
to December 2014. Also to determine the impact
of growth in money supply to interest rate model
which used autoregressive record. The statistical
results showed that we managed using EViews 6. As
the dependent variables are not stable in the zero
degree when it becomes stable, when the variables
are the first difference, this signifies they are part
of the first class, using the ADF test and PP, and
then subjecting the cointegration test variables of
Angel Granger, and test the stability of residues and
found that it is not stable any residual non - free
unit root. In order to ensure cointegration, we tested
cointegration by using Johansson way. There is no
cointegration between the variables, and there is a
dynamic relationship between interest rates in the
short term and explanatory variables. The reference
was compatible with what has been imposed in the
estimation of the model under consideration, and this
is supported by economic theory. Since the liquidity
effect representedin each of M 1 and M2 money supply.
The quality of the relationship between the dependent
variable and the rest of independent variables, which
explained that the inverse relationship to interest
rates. We can say that liquidity impacts economy and
it is not neutral.

Key Words: the effect of liquidity,
Neutrality of money, money supply, interest rate,
Vevtorautorégressive model, Alegria.
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Dependent Variable: F

Method: Least Squares

Included observations: 86

. Std. t-
Coefficient Error Statistic Prob.
Adjusted R - 597744 S.D.dependent var 0.131194
squared
S.E. (.)f 0.083775 Akaike info criterion 2.064992 -
regressmn
Sum squared | ) 5047 Schwarz criterion 1.922297 -
resid
Log 93.79465 | H Quinn crit 2.007564
hkehhood . annan - Quinn criter. . -
F - statistic 31.86453 Durbin - Watson stat 0.124371
Prob (F - 0.000000
statistic)
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F=9.6529+0.425735cpi -0.030919m1
-0.359218m2+0.007107dep
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Null Hypothesis: RESID04 has a unit root

Exogenous: Constant, Linear Trend

Lag Length: 0 (Automatic based on Modified
AIC, MAXLAG=11)

t- *
Statistic Prob.
Augmented ch.kgy - Fuller 1745359 - | 0.7220
test statistic
Test critical | 1 % 4072415 -
values: level
> % 3.464865 -
level
10°% 3.158974 -
level

*MacKinnon (1996) one - sided p - values.
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Dependent Variable: F

Method: Least Squares

Included observations: 86

Coefficient ; t:)'r Statti-s,tic Prob.
C 9.652989 1.509753 | 6.393755 0.0000
CPI 0.425735 0.466955 | 0.911727 0.3646
Ml 0.030919 - | 0.192913 | 0.160275 - 0.8731
M2 0.359218 - | 0.315381 | 1.138998 - 0.2581
DEP 0.007107 0.007966 | 0.892149 0.3750

R - squared 0.611433 Mean dependent var 8.374041
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Pairwise Granger Causality Tests

Lags: 2
Null Hypothesis: Obs F- | Prob.
Statistic
DCPI does not Granger Cause DDEP 0.68067 | 0.5089
DM?2 does not Granger Cause DM1 94 1.10524 | 0.3356
DM1 does not Granger Cause DM2 0.79836 | 0.4533
gl\DﬁP does not Granger Cause 04 058242 | 05607
DM1 does not Granger Cause DDEP 0.26280 | 0.7695
BI\D/I];P does not Granger Cause 04 025589 | 0.7748
DM?2 does not Granger Cause DDEP 0.10920 | 0.8967
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Null Hypothesis: RESID04 has a unit root

Exogenous: Constant, Linear Trend

Lag Length: 0 (Automatic based on Modified
AIC, MAXLAG=11)
t-
Statistic

Prob. *

Augmented Dickey - Fuller Test Equation

Dependent Variable: D (RESID04)

Method: Least Squares

Included observations: 83 after adjustments
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Response b Cholesky Ore 5.0 Imovalions + 2 SE. Pairwise Granger Causality Tests
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L e s DCPI does not Granger Cause DF 94 0.13812 | 0.8712
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DCPI 94 1.15016 | 0.3212
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