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Abstract

This paper aims to study the impact of financial and trade openness on economic
growth in Algeria during the period 1990-2020, based on vector autoregressive
methodology and the causality test, as well as Johansen test to test the cointegration
and the response functions. Where the study concluded: finding indicated that trade
openness has a positive effect on economic growth, while the financial impact has a
negative impact, in addition to the fact that there was a bidirectional causal
relationship between economic growth and trade openness, adidtionally response
functions confirmed that the impact of the shock of trade openness on economic
growth was strong. The trade openness has achieved a continuous positive <limpact,
and thus trade openness has stimulated the increase in economic growth. Reflecting
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the response of financial openness to economic growth, which was fluctuating and
thus its contribution was weak to economic growth.

Keywords: trade openness; financial openness; the vector autoregressive model;
FDI; impulse response
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Sample: 1990 2020
Included observations: 20

Lag LogL LR FPE AIC SC HQ

0 -36.13716  NA 0.000651 4.013716 4.212863 4.052592
1 20.52924 84.99961 1.16e-05 -0.052924 0.942808 0.141453
2 45.58194 27.55796* 5.95e-06* -0.958194* 0.834125* -0.608314*

1 idall Jalsill Johansen L) 2.4

Gaaliny 4y Dlas Znaal) @il Jelkal) cljlaal sl e Johansen Lol iy
O ey e wallg cipitia ga ST dsag Alls 3 S 2oty 5 anall Biaa Clinll as
Jisall JolSill gaan gl dasly Sde Sl s € 1Y) L e 2SS LY 1
Johansen dagic pulal log cliuall il e alll puiall jlass) Alls b daih
o Anunge @l (alaall Ael) lodl 5 AV lad) L oulsa] e aae Wil
D) (e JSV dgunall dilas) (Y dagaall ducaill ol i Cus ¢(3) o) Galdl)
Li€a dia%e 5 Ausina (ssin die Adsoall dadll o i aliall dadll laal 5 5V
sl 5 @l 5 W ALYy daY) Ak A5)ls ADle sgag axe o Al
. VAR Jl diagie (339 zsaill o WKl (sf ¢ alaidY|
:VAR zlisai nidi .5

Chaite ( Shide JalS Gl 3smg 2o 5 Laiajll Jedladl sSa (a BY aa
o e US ey G iz isadll OVoles a8 o Alsjall o3 8 esies (Al
Ay aldl 8 dainge ) ((2) Ois Wass Badad) shlall 55 35 4 dplud) 2l
tol LS il oda piag Al <Y alaally ¢(4)

DCPS = 5.35 + 0.956*DCPS(-1) — 0.393*DCPS(-2) — 0.048*GDP(-1) +
0.072*GDP(-2) + 0.035*FDI(-1) + 0.034*FDI(-2) - 0.514*NS(-1)
+0.207*NS(-2) R*=0.96 Fsear =35.30
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GDP = 7.18 - 0.893*DCPS(-1) + 0.146*DCPS(-2) + 0.267*GDP(-1) +
0.526*GDP(-2) + 0.379*FDI(-1) + 0.066*FDI(-2) + 2.70*NS(-1) -3.05*NS(-
2) R’20.74 Fsar=4.10
FDI = -7.95 + 0.002*DCPS(-1) + 0.273*DCPS(-2) — 0.196*GDP(-1) +
0.009*GDP(-2) + 0.345*FDI(-1) + 0.005*FDI(-2) — 0.941*NS(-1) +
1.471*NS(-2) R?=0.33 Fsiar =0.68
NS = 3.22 — 0.146*DCPS(-1) — 0.058*DCPS(-2) — 0.007*GDP(-1) +
0.005*GDP(-2) +0.03*FDI(1)- 0.008*FDI(2)+0.989*NS(-1) — 0.193*NS(-2)
R’=0.98 Fs:ar =99.30
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Sample: 1990 2020

Lags: 1

Null Hypothesis: Obs F-Statistic Prob.
FDI does not Granger Cause LDCPS 29 3.76041 0.0634
LDCPS does not Granger Cause FDI 0.82576 0.3718
LNS does not Granger Cause LDCPS 30 15.7072 0.0005
LDCPS does not Granger Cause LNS 8.27668 0.0078
ECONGRW does not Granger Cause LDCPS 29 0.80419 0.3781

275



320 3 golars¥l gaill e glaxnlly JUI 7 luas¥l i ey Oyl

LDCPS does not Granger Cause ECONGRW 0.23788 0.6298
160173

LNS does not Granger Cause FDI 3930 0.00000 0.0000

FDI does not Granger Cause LNS 0.00000 0.0000
1085713

ECONGRW does not Granger Cause FDI 475 0.00000 0.0000

FDI does not Granger Cause ECONGRW 0.00000 0.0000
1701532

ECONGRW does not Granger Cause LNS 403 0.00000 0.0000

LNS does not Granger Cause ECONGRW 0.00000 0.0000
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LFDI
-22.4839
0.0000
*kk
-1.9225
0.6057
n0
-22.3042
0.0001

*k%k

d(LFDI)
-1.6556
0.4364
n0
-3.8802
0.0343
*%
-4.7726
0.0001

*kk

LNS

-3.8209
0.0069

*kk
-2.3681
0.3871

n0
-5.5244
0.0000

*kk

d(LNS)
-3.6560
0.0108
*%
-4.1168
0.0159
*%
-3.9302
0.0003

*k%k

UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root

GDP

-0.0767
0.9433

n0
-2.0470
0.5530

n0
2.5968
0.9968

n0

d(GDP)
-3.5049
0.0151
*%
-3.2717
0.0910
*
-2.7581
0.0076

*k%k

DCPS
-1.4631
0.5381
n0
-1.4403
0.8275
n0
-0.5991
0.4494
n0

At Level

t-Statistic
Prob.

t-Statistic
Prob.

t-Statistic
Prob.

At First Difference

d(DCPS)
-4.4505
0.0015
*k%k
-4.4354
0.0075
*kk
-4.5290
0.0001

*%k%k

t-Statistic
Prob.

t-Statistic
Prob.

t-Statistic
Prob.

With Constant

With Constant & Trend

Without Constant & Trend

With Constant

With Constant & Trend

Without Constant & Trend
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UNIT ROOT TEST RESULTS TABLE (PP)
Null Hypothesis: the variable has a unit root
At Level
DCPS LFDI LNS GDP
-1.5112 -2.3186 -3.8103 -0.0807 t-Statistic With Constant
0.5144 0.1737 0.0071 0.9429 Prob.
n0 no Fokk n0
-1.6373 -2.6355 -6.5895 -2.0025 t-Statistic With Constant & Trend
0.7536 0.2688 0.0000 0.5764 Prob.
n0 n0 Fokk n0
-0.5896 -2.3231 -4.9179 2.3156 t-Statistic Without Constant & Trend
0.4535 0.0220 0.0000 0.9937 Prob.
no *% *k%k no
At First Difference
d(DCPS) d(LFDI) d(LNS) d(GDP)
-4.3187 -5.0969 -6.2521 -3.1244 t-Statistic With Constant
0.0021 0.0004 0.0000 0.0357 Prob.
*kk *kk *kk *%
-4.3017 -4.9733 -9.7306 -2.8063 t-Statistic With Constant & Trend
0.0102 0.0027 0.0000 0.2064 Prob.
*% *k%k *k%k no
-4.4120 -5.2013 -3.9605 -2.7581 t-Statistic Without Constant & Trend
0.0001 0.0000 0.0003 0.0076 Prob.

Crilagn sl il 1(3)zalal)

Sample (adjusted): 1997 2019
Included observations: 20 after adjustments
Trend assumption: Linear deterministic trend

Series: LNS LECONGRW LFDI LDCPS

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.684730 36.48347 47.85613 0.3723
At most 1 0.394416 13.39694 29.79707 0.8726
At most 2 0.147523 3.365707 15.49471 0.9478
At most 3 0.008638 0.173519 3.841466 0.6770

Trace test indicates no cointegration at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
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**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.684730 23.08653 27.58434 0.1698
At most 1 0.394416 10.03123 21.13162 0.7417
At most 2 0.147523 3.192188 14.26460 0.9331
At most 3 0.008638 0.173519 3.841466 0.6770

var(2) zigeilh sl =i :(4)gale

Included observations: 20 after adjustments
Standard errors in () & t-statistics in [ ]
LDCPS LGDP LFDI LNS

LDCPS(-1) 0.956939 -0.893896 0.002746 -0.146586
(0.27468) (0.80790) (0.96357) (0.17445)

[ 3.48383] [-1.10645] [ 0.00285] [-0.84025]

LDCPS(-2) -0.393912 0.146753 0.273933 -0.058326
(0.26150) (0.76915) (0.91735) (0.16609)

[-1.50633] [ 0.19080] [ 0.29861] [-0.35118]

LGDP(-1) -0.048940 0.267503 -0.196369 -0.007486
(0.07059) (0.20763) (0.24763) (0.04483)

[-0.69328] [ 1.28837] [-0.79298] [-0.16697]

LGDP(-2) 0.072286 0.526118 0.009267 0.055553
(0.06989) (0.20556) (0.24516) (0.04439)

[1.03432] [ 2.55949] [ 0.03780] [1.25157]

LFDI(-1) 0.035091 0.379165 0.345221 0.038784
(0.08985) (0.26427) (0.31519) (0.05707)

[ 0.39055] [ 1.43476] [1.09527] [ 0.67964]

LFDI(-2) 0.034422 0.066868 0.059670 -0.008871
(0.01326) (0.03900) (0.04651) (0.00842)

[ 2.59611] [1.71465] [ 1.28290] [-1.05349]

LNS(-1) -0.514100 2.706545 -0.941493 0.989825
(0.50548) (1.48674) (1.77321) (0.32104)

[-1.01705] [ 1.82045] [-0.53096] [ 3.08318]

LNS(-2) 0.207476 -3.056680 1.471657 -0.193790
(0.52320) (1.53886) (1.83536) (0.33229)

281



ﬁ‘}qd|éé:bmﬁ“"’ﬁ‘3.o.ﬂ‘gké)|qﬁﬂj gm Cm&t;i dasy g
[ 0.39655] [-1.98633] [ 0.80184] [-0.58319]
C 5.358810 7.181914 -7.955742 3.226949
(2.79748) (8.22805) (9.81343) (1.77673)
[ 1.91558] [ 0.87286] [-0.81070] [1.81623]
R-squared 0.962514 0.749275 0.330918 0.986343
Adj. R-squared 0.935251 0.566930 -0.155687 0.976411
Sum sq. resids 0.189701 1.641084 2.334416 0.076521
S.E. equation 0.131322 0.386250 0.460673 0.083405
F-statistic 35.30512 4,109100 0.680055 99.30945
Log likelihood 18.20159 -3.375017 -6.899066 27.28050
Akaike AIC -0.920159 1.237502 1.589907 -1.828050
Schwarz SC -0.472079 1.685581 2.037986 -1.379971
Mean dependent 2.439296 1.062241 0.048562 13.98073
S.D. dependent 0.516087 0.586935 0.428522 0.543053
Determinant resid covariance (dof adj.) 1.35E-06
Determinant resid covariance 1.23E-07
Log likelihood 45.58194
IAkaike information criterion -0.958194
Schwarz criterion 0.834125
Number of coefficients 36
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