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Oil Price Pass-Through into Inflation in Algeria (Asymmetry effect) : An Empirical Study Using
NARDL Model of the Period (1990-2019)
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Abstract:In thiswork, wepresented an appliedeconometric model to illustrate the pass-through of
oilpricesinto inflation in Algeriaduring the period 1990-2019 (annual data) using a NARDL model.
The estimated model revealed the existence of nonlinear effect of oil prices on inflation.
Specifically, we found a significant relation between oil price increases and inflation, since rising
oil prices lead to low inflation. But, insignificant effect with oil price reduction (Asymmetry and
incomplete effect). Government spending and imported inflation are indirect channelsof oil price
changes to inflation.
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| INF POIL INFI M2 G
Mean 8.564000 49.14900 1.215667 1458846 16.01435
Median 4 650000 42 65000 1.005000 14.03934 14.42625
Maximum 31.70000 112.9400 2670000 5405141 98.08150
Minimum 0.300000 12.30000 0.500000 -0.849920 -16.85700
Std. Dew. 9.299875 33.16535 0.635467 1017662 19.91176
Skewness 1.535925 0.653774 1.109726 1.867116 2258582
Kurtosis 3.841227 2.111507 3.059601 8.855888 10.79638
Jarque-Bera 12.67991 3.123878 6.161897 60.29489 101.4854
Probability 0.001764 0.209729 0.045916 0.000000 0.000000
Sum 256.9200 1474.470 36.47000 437 6539 480.4306
Sum Sq. Dev. 2508.143 31898.28 11.71074 3003.346 11497 .86
Observations 30 30 30 30 30

(ADFyiy  ieatll Lzt 13y i) (PP syl 1(2)d 545!

UNIT ROOT TEST TABLE (FF)
At Level
POIL INF G Mz INFI
With Con...  t-Statistic  -1.3589 -1.6127 -4.6832 -4.1714 -2.2383 UNIT ROOT TEST TABLE (ADF)
Prob. 0.5882 0.4635 o.0008 0.0030 0.1979 At Level
= Ed POIL INF (=2 M2 INFL
no no no Nith Con t-Statistic -1.2589 -1.5800 —4.6429 —4. 1662 -2.3852
With Con...  t-Statistic  -1.9463 -2.6593 -5.6573 -5.0218 -2.8778 ros. 0.5«0932 a.40797 0.0009 o.0030 . 1344
Prob. 0.6048 0.2592 0.0005 0.0018 0.1837 Aith Gon t-Statistic _1.8550 253562 -5.5441 -5.0320 28312
no no = = n0 FProb. O.657T5 03930 00005 000718 0. 7679
Without ... t-Statistic  -0.3515 -1.2903 -31740 7 -2.0843 -1.5020 Nithout © t-Statistic o 2333 = 2357 _2.5880 _2.0843 = QEED
Prob. 05495 09771 00026 0.0376 01223 Pron. o552 o 1505 o.0722 o.0378 o.7223
no no N *% no no no == == no
At First Difference
a(POIL. AMNE (G a2 arFEl
At First Difference Nith Con t-Statistic 75( 441 n) 75[953)1 -y z(séa -5 (402)9 75[222)2
4(POIL) A(INF) 4(G) aM2) A(INFT) ron. 0.0007 o.0000 o.0027 o.0000 o.0000
With Con tStatistic -5.1384 -5.9952 -10.7566  -17.5038 -6.6258 ith Gon t-Statistic -5.0577 -57745 -4.3237 -6.2647 -6.1221
Prob. 0.0003 00000 00000 0.0001  0.0000 #ren: egqns egges eqrer eaner eaner
i il bl i i Nithout C t-Statistic -5.1832 -5.8554 -4. 1530 -6.4578 -6.2640
With Can... ~ tSfatistic 50540 64142 104899 197603  -6.5790 res: ao200 ao299 so202 *o290 *o200
Prob. a2.0018 a2.0001 0.0000 0.0000 a2.0000 otes: (*)Significant at the 10%; (*“)Significant at the 5%, (**~) Significant atthe 1%. and (no) Mot Significant
P P P P P MackKinnon (1996) one-sided p-values
WithoutC..  tStafisic 51820 59431  -10.6308 -148313  -6.5530 Jrhis Rezuleis The Out-Put of Program Has Developed By
Prob, a.0000 2.0000 o.0000 0.0000 0.0000 [college of Business and Economics
o . wrr P P fQassim University-KKSA
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Dependent variable: INF
Methoao oL

Y 3 H Date: 09/02/20 Time: 18:11
o ﬂun S es U 0 eS|S 0 e'ulesreamns | Sample (adjusted): 1992 2019

. Included observations: 28 after adjustments

Maximum dependent 1ags: 1 (Automatic selection)
Model selection method: Schwarz criterion (SIC)
Dynamic regressors (1 lag. automatic): POIL_POS POIL_NEG M2 G IMINF

Fixed regressors: C

Test Statstic Value Siqnif (1) I NLTRIL NI IRS TN T T o

Vaname Soemoem: Sws emor _towmusee o
sas27:  oossrer szeizs:  ooooa
$233%7a 89337z 557asd oseds

L 9373227 39a3%as  39aia 9283
F-StatIStIC ?4_8529? 10% 2 08 3 -0.0530a8 0037887  -1.400208 oa77e
‘ : 293  Soyia ot oum

g9 39sEss  SuIE 8ssn

S 9333323 9832572 3Zssier  oeows

k A At 230 13 5533368 1533307 3250985 0.0004
: : 2 259339 38388 sIvemst g%ess

s Ssassss Wesmosoenatriver 7213573

250 27 11| [emsTiiaues 8333382 ZTuizsanianias 3313387

: : . SETnisaT 2392382 S Ianac 2e3z2ss

S s, o7 Somnmonen sosaens

1% 3 ﬂﬁ ¢15 Log likelihood -63.85090 Hannan-Quinn criter. 5. 334544

Lonmme S3E5950  HINAREATLOM 33853

Prob(F-statistic) 0.000000

“MNote: p-values and any subsequent tests do Not account for model
selection

Eviews10 gl ; e slazeWl ol slae] o 0yl Eviews10 wab e slzeVU Ul slis] a0 gtaall
NARDL Céﬂ&;m:ﬁ\ﬁwb (7)d}.’3~\ J.U]a.‘\ Jr:}l\ CJU-\.&AZ (6) J}.’.&\
ARDL Error Correction Regression
Dependent Variable: D(NF) )
Selected Model: ARDL(1, 1,0, 1,0, 0) Levels Equation
ese Reslicied Conetam and Mo Trend Case 2: Resfricted Constant and No Trend
Sample: 1990 20‘!9 )
neluded obeenatons: 28 Variable Coeficient  Std.Eror  tStatistic  Prob.
. ECM Regression
Case 2: Restricted Constant and Mo Trend
POIL_PO3 0038449 0039223 0920249 03393
Wariable Coefficient Std. Error t-Statistic Prob. POIL NEG 0092303 0.065555 1408018 01753
oeoLPos  ozms pomes ormes oowor 2 QTS ORI DI D345
CointEqi-1)* 0574729 0089213 8303778  0.0000 G 0223353 0067264 3320564  0.0038
R-squared 0749821 Mean dependent var -0.855357 ”""NF 11'35??3 2'155932 5 2484'24' U'DDDU
Adjusted R-squared 0.729806 S.D. dependentvar 4.818312 C 5172205 5587836 -0925619  0.3663
S E ofregression 2504565 Akaike info criterion 4775064
Sum_sql__lared resid 156 8212 Schwarz cr\terinn_ 4917801
Loglikelinood 9385080 Hannan-Cuinn citer 4318700 EC = INF - (-0.0384'POIL_POS -0.0923'POIL_NEG -0.175812 + 0.2234'G +
T1LIBTTFIMINF -5.1722 )
* p~value incompatible with t-Bounds distribution
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Breusch-Godfrey Serial Correlation LI Test:

F-statistic
Obs*R-squared

0424808 Prob. F(217)
1332760 Prob. Chi-Square(2)

0.6606
0.5136

Eviews10 alasczaly cpimU) slas) e 0yl

(2019-1990) 450t Yuns g Lyl s : (1) JK2

120

100

80

60  poil

HINF

40

w1l 1] |

o-mur“l‘ll‘l-. hl L-T-T-TIJT-TIL-T-ALITITH
QAT OO ATV ONDAOATNMTD OND O
NN NN NNOOO0000000 00 ddd A A A Ad
OO OO O0OO0OO0OO0O0O0O0000O0ODO0OO0O0OO0O0O0O0O0OO0O
HEH A A Al A "d "l AN NN AN NN NN AN AN AN

Eviews10 alasaly cpi=U) slas] o 1 ydall
Lidl jlaal Soluddl distall : (4 e

Multiplier for POIL(+)
=—=— Multiplier for POIL(-)
==== Asymmetry Plot (with C.I.)
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