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The role of financial development in stimulating economic growth in
Algeria an empirical study during the period(1970-2020)
Abstract:This study aims to know the role of financial development in
stimulatingeconomic growth in Algeria during the period 1970-2020. Usedthe
Autoregressive Distributed Lag modelARDL. The study found a positive
relationship between the four variables (private sector loans, gross national
expenditure, trade openness,domestic savingsyand economic growth, which shows

the efficiency of the financial system, and that the policies pursued by the state in
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reform, for decades, were partially successful, but did not reach the required level.
As for the broad money supply, it had a negative impact on the economic growth
because the expansionary monetary policy in Algeria did not contribute
toincreasingproductionNevertheless, financial development in Algeria has
contributed positively to economic growth, especially government investments,
but it is not the best solution, so more attention should be paid to the private
sector.

Keywords: financial development, economic growth, ARDL model, Algeria

JEL Classification: C51, 047, G29.
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With Constant & | t-Stat [-22.1576| -5.7368 | -7.4244 | -5.9375 | -5.6947 | -6.0065
Trend Prob. | 0.0000 | 0.0001 | 0.0000 | 0.0001 | 0.0001 | 0.0000
Without Constant| t-Stat [-21.3276| -5.8214 | -7.4746 | -5.9381 | -5.7051 | -6.0658
& Trend Prob. | 0.0000 | 0.0000 | 0.0000 | 0.0000 [ 0.0000 | 0.0000
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Dynamic regressors (4 lags, automaticy: LNCPS LNTNE LNM2 LNTO LNSAV
Dependent Variable: LNGR Selected Model: ARDL(1, 1, 0, 2, 2, 4,
Variable Coefficient Std. Error t—Statistic Prob.*
LNGR(-1) 0.262245 0.174597 1.502000 0.1432
LNCPS -0.182583 0.092850 -1.966441 0.0583
LNCPS(-1) 0.278137 0.095910 2.899994 0.0068
LNGNE 0.109070 0.438038 0.248998 0.8050
LNM2 -0.007715 0.300650 -0.025661 0.9797
LNM2-1, 0.514756 0.398268 1.292486 0.2057
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LNM2(-2, -1.180082 0.291246 -4.051836 0.0003
LNTO 0.375891 0.343659 1.093793 0.2825
LNTO(-1) 0.869504 0.450650 1.929444 0.0629
LNTO(-2) -0.908800 0.404549 -2.246453 0.0319
LNSAV 0.033387 0.368489 0.090605 0.9284
LNSAV (-1, -0.463719 0.329677 -1.406587 0.1695
LNSAV (-2, 0.194232 0.332794 0.583640 0.5637
LNSAV(-3) -0.044205 0.265882 -0.166257 0.8690
LNSAV (-4, 0.516346 0.176964 2.917806 0.0065
C 3.286153 3.358266 0.978527 0.3354
LNGR(-1) 0.262245 0.174597 1.502000 0.1432
R -squared 0.717765 Mean dependent var 2.695822
Adjusted R-squared 0.581200 S.D. dependent var 0.212117
S.E. of regression 0.137271 Akaike info criterion -0.869027
Sum squared resid 0.584144 Schwarz criterion -0.239189
F-statistic 5.255849 Hannan-Quinn criter. -0.632015
Prob(F-statistic) 0.000048 Durbin-Watson stat 1.935772
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Breusch-Godfrey Serial Correlation LM Test:

Null hypothesis: No serial correlation at up to 2 lags

0.5630
0.4013

F-statistic
ODbs*R -squared

0.586082 Prob. F2,29,
1.825911 Prob. Chi-Square(2)
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

Null hypothesis: Homoskedasticity

F-statistic 0.387286  Prob. F(15,31) 0.9726
Obs*R -squared 7.417604  Prob. Chi-Square(15) 0.9450
Scaled explained SS 5.828924  Prob. Chi-Square(15) 0.9825
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Series: Residuals
6 Sample 1974 2020
Observations 47

Mean -4.20e-15
Median -0.002616
Maximum 0.117581

Minimum -0.095054

Std. Dev. 0.051683

Skewness 0.279029

Kurtosis 2.461538

0 II I IIII Jarque-Bera  1.177685
-0.05 0.00 0.05

-0.10 0.10 Probability  0.5549690

B

w

N

—
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 10y I,

Asymptotic: n=1000
F—statistic 4.464486 10% 2.08 3
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K 5 5% 2.39 3.38
2.5% 2.7 3.73
1% 3.06 4.15
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Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LNCPS 0.129520 0.065945 1.964063 0.0585
LNGNE 0.147841 0.599659 0.746542 0.0069
LNM2 -0.912283 0.416144 -2.192230 0.0360
LNTO 0.456242 0.733626 0.821901 0.0386
LNSAV 0.319945 0.722778 0.942659 0.0611
C 4454263 4.309003 1.033711 0.3093

EC =LnGR - (0.1295*LnCPS + 0.1478*LnGNE -0.9123*LnM2 +
0.4562*LnTO + 0.3199*LnSAV + 4.4543)
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ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
DLNCPS) -0.182583 0.078751  -2.318490 0.0272
D(@LNM2, -0.007715 0.251492  -0.030677 0.9757
D@LNM2 -1y 1.180082 0.255725 4.614656 0.0001
DANTO, 0.375891 0.248481 1.512757 0.1405
DANTO-1y) 0.908800 0.250782 3.623861 0.0010
DILNSAYV, 0.033387 0.192938 0.173044 0.8637
D@ALNSAV (1) -0.666373 0.205857  -3.237064 0.0029
D(@ALNSAV (-2 -0.472141 0.181720  -2.598175 0.0142
D@ALNSAV -3y -0.516346 0.149029 -3.464739 0.0016
CointEq-1)* -0.737755 0.120797  -6.107377 0.0000
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R -squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Durbin-Watson stat

0.681625  Mean dependent var ~ -0.018854
0.604182  S.D. dependent var 0.199715
0.125649  Akaike info criterion -1.124346
0.584144 Schwarz criterion -0.730698
1.935772 Hannan-Quinn criter.  -0.976214
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