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Fiscal and monetary policy response to oil prices shocks in algeria during
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Abstract :

The study aimed to find out the response of fiscal and monetary policy to oil shocks in
the short and long term in Algeria, through studying the impact of oil prices fluctuations
on the government expenditure as a tool of fiscal policy, and reserve requirement as a tool
of monetary policy. The present study relies on the Vector Autoregressive approach
(VAR), where it was analyzed the Variance Decomposition and Impulse Response
Function during the period 2001-2021.

The study results showed that there is an indirect positive impact of oil price fluctuations
on the requirement reserve rate. And the increase in oil prices leads to an increase in
government expenditure as a result of an increase in public revenues.

Key Words: Government expenditure; Requirement reserve; Oil prices; VECTOR
Autoregressive model (VAR); Fiscal policy; Monetary policy; Oil shocks.
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0% 2 pms Syrans dis
E-views07 w2 s slasVU Ul slas) o yiaall

=S5 plasaal sl i Ll s 06 (D) Wy Jadly (4) 35 Jadl (3 Beosl) il e
RR, OP o S (PP) 0gy0 hedd 8amgll o Lol ol e 28lsze ilS” (ADF) st S8
JolSan wf (o o) 3Ll 2l gl s OP Laid) e jize 0f Ll Lt ¥1 s 0 e
(GEXP) oS BlaYl spane o IS dnll LSl OF Jlas V1 s il gl LSO amydt s
el ) B S s (¥ ) e ey el 3 s 8 (RR) ol ¥1 bl
b 5 =S et s e ¢ S BN Bl bl (S e e Bl O
b sgmg pde Wl 39 (abl sgmg Al 3 IV B G i oS (sl 3 s ¢ GEXP 0

Sl i (JoV) Bl e g of (sl (3 amneg 1B ey Wl (3 Lres S0 4 Lt o of

63



A1) GV 2yl e JolSan T (T N 3l Al SV 3,40 e i GEXP 0 00 s
AO)0 33)) oy J(1) T 35 o MalSan 2390l Slpize OF Joill (S5 Logosy
:VAR Lag Order Selection Criteria Jii sla¥) &l wid il 3
AIC opsgd aes B L Jly VAR 2366 3 ald) sV ol ad & LV s P
ey i o L, (RR, GEXP, OP) auhull o b sl 3 o6 HQ 5 SC
(6) 3 Uy & e 52 LS

(S sl OV WS et wl 1(6) W3y Jgu!

Endogenous vanabies: RR GEXP OP

Exogenous variables: C
Date: 12/03:22 Time: 20:62

B2 )}:,&ﬂ}g J. .]ag\f

" A
4 <

L A

(2023 1 31) 01 salt cquld) b

Sample. 2001 2021
Included observations: 19

Lag Logl LR FPE AIC sC HQ
0 5797480 NA 0000180 -0.294473 .0,145357 0269235
1 20.83598 23.74499" 8.07e-05° -0.930104° -0.333818" -0.829154"
2 23.01356 2.750627 0.000181 -0.211954 0.8318%9 -0.035293

* indicates lag order selected by the critenion

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

AIC: Akaike Information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn Information criterion

E-views07 wixz 1 jlall
A Lty alan¥l Slay s Jlasb ps s>~ (Juselius, 2006, p. 51) Juselius .y
29l Badate ol Jlas) Gkt I e 3y (gl Ll g3 e ST g il S
O 4131 8 05T Sl 06 e Y1 1 by (Roots of Characteristic Polynomial)
Bl 8410 o e oy e s VAT saks gl (sl s
eyl gl s o(1) o3y JS2

Inverse Roots of AR Characteristic Polynomial
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o O ol o gll 3305w jodd) o OF 31 ¢ Azl by 5 332 Jall =3sadd) OL oMol ISC2)l oy
AW O pde o s Y b)) i e e Y 23sadl OF s b d gl e rol 3L
:Variance Decomposition i uldl &bgSe Jl& il 4
G L) e 321 Bty (el 3 Ao gl Slpadll Y Llally adl) oul) (3 ded) 2831 ikt
s @l iy ants padt (3 5 ok G gl cobatall il e o ) Al Sl gl
Slpaze o gz IS il S WE & VAR 2358 3 65t sd) Slpaddl (3 ) Tas
Pk LS ) Sy (3 sad

RR gl bl spad st s pls w0l 1(7) o3y Joudr!

Variance Decomposition of RR:
Period SE. oP RR GEXP

0.186512  0.376446 9962355  0.000000
0249773  9.865832  88.79509 1.339076
0.261327 14.20216  82.97943  2.818417
0267115  13.82623  79.70685  6.466923
0.269947 1364704 7835413  7.998829
0271233 13.89361 78.08377 80165618
0271425 1392079  78.01385  8.065358
0271663  13.90278 7791332 8,1838%4
0271745  13.8%841 7790812  8.192472
0.271774 1390824  77.89967  8.192091

LN L WN =

E-views07 w2 : juall
GEXP 63 ¥l spad ol o oy il :(8) o8y Jgud!

Variance Decomposition of GEXP:

Perlod SE. RR GEXP OP
1 0.205485 6650593  93.34941 0.000000
2 0.268641 29.79041 54.89409 15.31549
3 0278718 3344110 51.50163 15.05727
4 0292642 3367812  50.56286 15.75902
5 0.297575 3568252  49.04735 15.27013
6 0.299657 3558172 4861198 15.79631
7 0.301374 36.22768  48.11182 15.66050
8 0.301791 36.13358  48.11691 15.74951
9 0.302368 3631688  47.94797 1573515
10 0.302437  36.30727  47.9413%9 15.75134
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Vector Autoregression Estimates
Date: 12/03/22 Time: 20:56
Sample (adjusted): 2003 2021
Included observations: 19 after adjustments
Standard errors in () & t-statistics in [ ]

(2023 1 31) 01 salt cquld) b

4

G

RR GEXP oP
RR(-1) 0.733250 0.702398 -1.378392
(0.30351) (0.33438) (0.37510)
[ 2.41591] [ 2.10058] [-3.67478]
RR(-2) -0.113082 -0.255247 0.205248

(0.34913) (0.38465) (0.43148)
[-0.32389] [-0.66358] [ 0.47568]

GEXP(-1) 0.147538 -0.015862  -0.587818
(0.40656) (0.44791) (0.50245)

[ 0.36290] [-0.03541] [-1.16991]

GEXP(-2) 0.225843 0.247084 0.634707
(0.41168) (0.45356) (0.50879)

[ 0.54858] [ 0.54476] [ 1.24749]

OP(-1) 0.277654 0.463095 0.191068
(0.21426) (0.23605) (0.26479)

[ 1.29589] [1.96183] [ 0.72158]

OP(-2) -0.099799 -0.164365 -0.148927
(0.20207) (0.22262) (0.24973)
[-0.49388] [-0.73831] [-0.59635]

C 0.263863 -0.381293 1.120737
(0.31678) (0.34901) (0.39150)
[ 0.83295] [-1.09251] [ 2.86267]
R-squared 0.463511 0.491295 0.620101
Adj. R-squared 0.195267 0.236942 0.430151
Sum sg. resids 0.417443 0.506690 0.637587
S.E. equation 0.186512 0.205485 0.230504
F-statistic 1.727944 1.931548 3.264557
Log likelihood 9.311609 7.470961 5.287949
Akaike AIC -0.243327 -0.049575 0.180216
Schwarz SC 0.104624 0.298376 0.528167
Mean dependent 0.859181 0.055330 0.102562
S.D. dependent 0.207913 0.235235 0.305351
Determinant resid covariance (dof adj.) 7.07E-05
Determinant resid covariance 1.78E-05
Log likelihood 23.01356
Akaike information criterion -0.211954
Schwarz criterion 0.831899
Number of coefficients 21

70



B2 )f.iﬂ}g J. Ja.ﬂf

(2023 1 31) 01 salt cquld) b

02 3 ) &’JL\
Response of RR:
Period RR GEXP oP
1 0.186512  0.000000  0.000000
(0.03026)  (0.00000)  (0.00000)
2 0.148505  0.039656  0.063033
(0.06669) (0.08020)  {0.04970)
3 0.039248 0.041853  0.051118
(0.12844)  (0.10358)  (0.06070)
- -0.013430  0.053402  0.005144
(0.15052)  (0.09247)  (0.06830)
5 0.015582  0.035687  0.002230
(0.12682) (0.06654)  (0.06450)
6 0.018707 0.010686 0.013893
(0.07488) (0.06622)  (0.04850)
7 -0.004680 0.007567  0.005012
(0.05529) (0.06250)  (0.02865)
8 -0.005293  0.009464 -0.003432
(0.04592) (0.04473)  (0.02607)
9 0.005720  0.003341  0.000845
(0.03759) (0.02760)  (0.02280)
10 0.002487 -0.000519  0.003052
(0.02422)  (0.02208)  (0.01684)
03 Pé ) é’:.u.\
Response of GEXP:
Period RR GEXP OP
1 0.052992  0.198535  0.000000
{0.04635) (0.03221)  (0.00000)
2 0.136715  0.014137  0.105133
(0.07364)  (0.08994)  (0.05624)
3 -0.066926  0.019808  0.025380
(0.12667) (0.10963) (0.07072)
o -0.053512  0.057388  -0.042413
(0.14120)  (0.08811)  (0.07688)
5 0052493 0.011410  0.005091
(0.11888)  (0.06733) (0.07507)
] 0.018033 -0.014801 0.025737
(0.08330) (0.07472) (0.06725)
T -0.030738  0.006875 -0.006294
(0.09328) (0.05772) (0.05357)
8 -0.002305 0.011203 -0.010973
(0.07776)  (0.04330) (0.05241)
9 0.017133 -0.003645  0.006463
(0.0689%6) (0.03387) (0.04120)
10 -0.002543 -0.003763  0.004629
(0.05331)  (0.02939) (0.03413)
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