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Abstract:

This study aims to analyze the impact of oil price volatility on fiscal policy in the
performance of Algeria, the results showed, according to the Ganger causality test, a
unilateral causal relationship between the price of oil and government revenues and public
expenditures over the long term, and a unilateral causal relationship between government
revenues and government expenditures, and by using the variance decompositions and the
impulse response functions test, it appears that a negative shock of The price of oil
inevitably leads to lower financial returns, which necessitates a restrictive fiscal policy,
indicating that the policy adopted by policy makers is in line with cyclical trends.

Key Words: Fiscal Policy; Oil Price Volatility; Financial Revenue; Causality Granger,
Var Model.
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Date: 0430718 Time: 21:10

Sample (adjusted). 1983 2016

Included obserrations: 34 after adjustments

Trend assumption: Linear deterministic trend

Series: LDEP LREV LOP LGDP LCPILEX
Lags interval (in first differences). 1to 2

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo. of CE(s) Eigenvalue Statistic Critical Value Prob.™™
Mone * 0.768530 128.1372 95.75366 0.0001
At most1* 0.548695 78.38485 69.81889 0.0088
At most 2 0.491431 51.33401 47.85613 0.0227
At most 3 0.371155 28.34474 29.79707 0.0728
At most 4 0.284857 12.57316 15.49471 0.1314
At most S 0.033936 1.173874 3.841466 0.2786

Trace test indicates 3 cointegrating egn(s) at the 0.05 level
* denotes rejection ofthe hypothesis atthe 0.05 level
*MacKinnon-Haug-Michelis (1929) p-values
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WAR Lag Order Selection Criteria

Endogenous variables: LDEP LREY LOP LGDF LCPFI LEX
Exogenous variables: C

Date: 0442918 Time: 21:19

Sample: 1980 2016

Included observations: 35

Lag LoglL LR FFPE AlIC sC HC

u} -95.48019 LA 1.232e-05 5798868 6.065499 5890809
1 90 41688 297.4353* 2.62e-09* -2 76667 9* -0.900261* -2.122392*
2 119.8691 3T7.02566 4 61e-09 -2.392521 1073684 -1.195987

* indicates lag order selected by the criterion

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

AlC: Akaike information criterion

SC: Schwarz information criterion

HCQ: Hannan-CQuinn information criterion
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et et ) B55€ 105y Jaus!
Explained by shocks in :
pecenige o Years LREV ~ LDEP LOP LGDP LCPI LEX

the  forecast
error of:

LREV 2 55356 12.002 13.704 18.642 0.2818 0.0130
6 43958 21.624 44028 24.694 3.3867 1.9327

10 39519 24343 27171 26.748 42597 24118

LDEP 2 53024 66.665 12.130 14.661 1.2335 0.0065
7.2135 25.844 47701 48.483 10.182 3.5059

10 5.7388 17.057 29311 56.029 13.388 4.8549

LEX 2 57210 13.158 3.2247 36.149 15.844 25901
1.0857 17.159 8.4855 32.683 18.807 21.778

10 0.7434  17.749 9.1906  32.092 19.363 20.861
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System: UNTITLED
Estimation Method: Least Squares
Date: 05/04/18 Time: 14:51
Sample: 1982 2016
Included observations: 35
Total system (balanced) observations 210

Coefficient Std. Error t-Statistic Prob.

Cc(1) -0.378881 0.209321 -1.810045 0.0721
C(2) -0.250969 0.314181 -0.798803 0.4256
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C(3) -0.234168 0.242731 -0.964724 0.3361
C(4) 0.206378 0.162690 1.268537 0.2064
C(5) 0.602410 0.576212 1.045466 0.2974
C(6) -0.042040 0.041432 -1.014682 0.3118
C(7) -0.054877 0.391823 -0.140056 0.8888
C(8) 0.085803 0.061168 1.402730 0.1626
C(9) -0.371382 0.194117 -1.913185 0.0505
C(10) 0.106440 0.291360 0.365321 0.7153
C(11) 0.045519 0.225100 0.202216 0.8400
C(12) 0.182024 0.150873 1.206472 0.2294
C(13) 0.196757 0.534358 0.368211 0.7132
C(14) -0.020971 0.038422 -0.545796 0.5860
C(15) -0.070725 0.363362 -0.194640 0.8459
C(16) 0.080811 0.056725 1.424592 0.1562
C(17) 0.565338 0.313609 1.802682 0.0733
C(18) -0.205163 0.470712 -0.435857 0.6635
C(19) -0.586883 0.363664 -1.613806 0.1085
C(20) -0.245771 0.243745 -1.008310 0.3148
C(21) 2.013266 0.863292 2.332080 0.0209
C(22) 0.065214 0.062074 1.050584 0.2950
C(23) -0.067050 0.587037 -0.114218 0.9092
C(24) -0.135505 0.091644 -1.478604 0.1412
C(25) -0.049803 0.133632 -0.372684 0.7099
C(26) 0.108132 0.200575 0.539108 0.5906
C(27) -0.152294 0.154961 -0.982790 0.3272
C(28) 0.030356 0.103862 0.292276 0.7704
C(29) -0.112313 0.367857 -0.305316 0.7605
C(30) 0.014928 0.026450 0.564366 0.5733
C(31) 0.295764 0.250142 1.182382 0.2388
C(32) 0.129834 0.039050 3.324794 0.0011
C(33) 2.653526 0.807341 3.286748 0.0012
C(34) -0.876593 1.211779 -0.723394 0.4705
C(35) -0.147466 0.936199 -0.157516 0.8750
C(36) -0.498181 0.627487 -0.793931 0.4284
C(37) 5.471684 2.222418 2.462041 0.0149
C(38) -0.168653 0.159799 -1.055402 0.2928
C(39) 0.721758 1.511240 0.477593 0.6336
C(40) -0.673195 0.235923 -2.853447 0.0049
C(41) -0.371838 0.170956 -2.175053 0.0311
C(42) -0.021112 0.256596 -0.082276 0.9345
C(43) -0.070277 0.198242 -0.354503 0.7234
C(44) 0.030755 0.132871 0.231465 0.8172
C(45) -0.311099 0.470601 -0.661069 0.5095
C(46) -0.021304 0.033838 -0.629580 0.5299
C(47) 0.208890 0.320008 0.652766 0.5148
C(48) 0.122574 0.049957 2.453590 0.0152
Determinant residual covariance 1.93E-10

Equation: D(LREV) = C(1)*( LREV(-1) + 1.08340583985*LDEP(-1) -
0.150662913557*LOP(-1) - 1.84786263398*LGDP(-1) -
0.171781856475*LCPI(-1) - 0.25348196421*LEX(-1) +
0.325957388022 ) + C(2)*D(LREV(-1)) + C(3)*D(LDEP(-1)) + C(4)
*D(LOP(-1)) + C(5)*D(LGDP(-1)) + C(6)*D(LCPI(-1)) + C(7)*D(LEX(-1))
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+ C(8)
Observations: 35
R-squared 0.476304 Mean dependent var 0.096387
Adjusted R-squared  0.340531 S.D. dependent var 0.217016
S.E. of regression 0.176234 Sum squared resid 0.838578

Durbin-Watson stat 1.893541

Equation: D(LDEP) = C(9)*( LREV(-1) + 1.08340583985*LDEP(-1) -
0.150662913557*LOP(-1) - 1.84786263398*LGDP(-1) -
0.171781856475*LCPI(-1) - 0.25348196421*LEX(-1) +
0.325957388022 ) + C(10)*D(LREV(-1)) + C(11)*D(LDEP(-1)) + C(12)
*D(LOP(-1)) + C(13)*D(LGDP(-1)) + C(14)*D(LCPI(-1)) + C(15)*D(LEX(

-1)) + C(16)
Observations: 35
R-squared 0.445519 Mean dependent var 0.121838
Adjusted R-squared  0.301765 S.D. dependent var 0.195587
S.E. of regression 0.163433 Sum squared resid 0.721180

Durbin-Watson stat 1.821474

Equation: D(LEX) = C(41)*( LREV(-1) + 1.08340583985*LDEP(-1) -
0.150662913557*LOP(-1) - 1.84786263398*LGDP(-1) -
0.171781856475*LCPI(-1) - 0.25348196421*LEX(-1) +
0.325957388022 ) + C(42)*D(LREV(-1)) + C(43)*D(LDEP(-1)) + C(44)
*D(LOP(-1)) + C(45)*D(LGDP(-1)) + C(46)*D(LCPI(-1)) + C(47)*D(LEX(

-1)) + C(48)
Observations: 35
R-squared 0.319422 Mean dependent var 0.089217
Adjusted R-squared  0.142976 S.D. dependent var 0.155476
S.E. of regression 0.143933 Sum squared resid 0.559351

Durbin-Watson stat 1.989082

Jusklt il 3 (VAR ) Otpadt o0 Granger J i) Olylast :(02) gl

Null Hypothesis: Obs F-Statistic Prob.

LDEP does not Granger Cause LREV 35 0.04364 0.9574
LREV does not Granger Cause LDEP 2.77346 0.0785
LOP does not Granger Cause LREV 35 6.95218 0.0033
LREV does not Granger Cause LOP 1.94466 0.1606
LGDP does not Granger Cause LREV 35 6.73538 0.0038
LREV does not Granger Cause LGDP 1.67983 0.2035
LEX does not Granger Cause LREV 35 2.80178 0.0766
LREV does not Granger Cause LEX 0.72301 0.4936
LOP does not Granger Cause LDEP 35 3.86263 0.0322
LDEP does not Granger Cause LOP 1.49243 0.2410
LGDP does not Granger Cause LDEP 35 10.6211 0.0003

LDEP does not Granger Cause LGDP 0.45284 0.6401
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LEX does not Granger Cause LGDP 35 2.64966 0.0872
LGDP does not Granger Cause LEX 0.12881 0.8796
LEX does not Granger Cause LCPI 35 2.52386 0.0970
LCPI does not Granger Cause LEX 0.94204 0.4011

(VAR il oy Jor ¥ e o) jlat il 1(03) ol

Dependent variable: LREV

Excluded Chi-sq df Prob.

LDEP 8.306834 1 0.0039
LOP 1.746248 1 0.1863
LGDP 11.77733 1 0.0006
LEX 4.400109 1 0.0359
All 22.79521 5 0.0004

Dependent variable: LDEP

Excluded Chi-sq df Prob.

LREV 2.970440 1 0.0848
LOP 2.288442 1 0.1303
LGDP 13.93970 1 0.0002
All 29.83306 5 0.0000

Dependent variable: LEX

Excluded Chi-sq df Prob.

LREV 10.16180 1 0.0014
LDEP 3.322520 1 0.0683
LGDP 11.62038 1 0.0007

All 22.22529 5 0.0005




