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The effect of oil price fluctuations on the inflation rate in Algeria-
An Econometric Study using the Autoregressive Distributed Time
Gaps (ARDL) model during the period (2000-2021)
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Abstract: The aim of this study was to show the impact of oil price fluctuations on
the inflation rate in Algeria during the period (2000-2021), while determining the
possibility of a long-term simultaneous relationship between the two variables.
Autoregressive lag time lags (ARDL).

The study reached to prove the appropriateness of the ARDL model for this
relationship, by passing all the tests indicating its acceptance, and this study also
confirmed the existence of a direct relationship between the two variables in the
long term, and this is for the positive sign of the estimated parameter of the oil price
(0.039), which means that the increase in the price of oil by 1 % leads to a rise in the
inflation rate by 0.039 units.
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Null Hypothesis: PP has a unit root
Exogenous: Constant, Linear Trend

Bandwidth: 2 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*
Phillips-Perron test statistic -1.729015 0.7018
Test critical
\values: 1% level -4.467895
5% level -3.644963
10% level -3.261452
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Null Hypothesis: D(PP) has a unit root
Exogenous: Constant, Linear Trend

Bandwidth: 6 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -4.065234 0.0232
Test critical values: 1% level -4.498307
5% level -3.658446
10% level -3.268973
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Null Hypothesis: INF has a unit root
Exogenous: Constant, Linear Trend

Bandwidth: 7 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -4.394606 0.0116
Test critical values: 1% level -4.467895
5% level -3.644963
10% level -3.261452

Eviews 10 miby e bolazel el siel o0 2 gkl

iyl e (lelSas (PP) Jgid) oy ((INF) el Jams gt ) OF peizes 03]
e Lidl a8 ARDL aomgse ok LS adey 013 Je (1) 5 1(0)
e SUNIREY

alay) drys .\g.\ﬁj k! o B0 ARDL C:y: o 2 111

@ Eall L) ey adl Jase gleked LW B0 ) clY) dnys el o
=t (Schwarz ) 5 ( Akaike )  wle B Je ol (1) o5 wslad
sriedd JoY1 Gl 3 clagY) dmys jla) 2308 20 J aams amy Eviews 10 L3
s il st T, (PP ) Jisdl sieall Js9) Gl 4 ol 23y (INF ) o
((5) o Jsib kil) ARDL(3,4)

156 01 suadl (18 &1 31 (09 dall (2 Bl dnslr ¢ Cluslad¥) LY U2 »



Slgmdl) G LY 2398 Jlomranly deuild dslyd — 11 3 @seiadl Jubms o add) yland Sl
(164 -145)0< ((2021-2000) 5581 S5 (ARDL) isjsht i

Lidl oy wieadl Jos ghokd LoV B,al ) cllaYl s 2(5) o8y Jgud!

Dependent Variable: INF

Method: ARDL

Date: 10/28/22 Time: 23:18

Sample (adjusted): 2004 2021

Included observations: 18 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): PP

Fixed regressors: C

Number of models evalulated: 20

Selected Model: ARDL(3, 4)

Variable Coefficient  Std. Error  t-Statistic Prob.*
INF(-1) -0.268955 0.223126 -1.205394 0.2588
INF(-2) -0.719054  0.189731 -3.789858 0.0043
INF(-3) -0.320971  0.231859 -1.384337 0.1996
PP 0.030210 0.018203  1.659640 0.1314
PP(-1) 0.010183  0.022984  0.443027 0.6682
PP(-2) -0.007376  0.024905 -0.296160 0.7738
PP(-3) -0.010394 0.025814 -0.402639 0.6966
PP(-4) 0.067908 0.020422  3.325182 0.0089
C 3.679890 1.438111 2.558836 0.0307
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.018434 Prob. F(2,7) 0.9818
Obs*R-squared 0.094306 Prob. Chi-Square(2) 0.9539
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.821937 Prob. F(8,9) 0.6036
Obs*R-squared 7.599046 Prob. Chi-Square(8) 0.4736
Scaled explained SS 1.459943 Prob. Chi-Square(8) 0.9934
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Coefficien
Variable t Std. Error t-Statistic Prob.
PP 0.039208 0.006915 5.669676 0.0003
C 1.593730 0.501679 3.176793 0.0112
F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic
: n=1000
F-statistic 10.90855 10% 3.02 3.51
K 1 5% 3.62 4.16
2.5% 4.18 4.79
1% 494 5.58
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Dependent Variable: D(INF)

Sample: 2000 2021
Included observations: 18

Selected Model: ARDL(3, 4)
Case 2: Restricted Constant and No Trend
Date: 10/28/22 Time: 23:46

IARDL Error Correction Regression

ECM Regression

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(INF(-1)) 1.040025 0.253890 4.096358 0.0027
D(INF(-2)) 0.320971 0.200541 1.600520 0.1439
D(PP) 0.030210 0.013889 2.175097 0.0576
D(PP(-1)) -0.050138 0.016358 -3.065031 0.0135
D(PP(-2)) -0.057514 0.015565 -3.695074 0.0050
D(PP(-3)) -0.067908 0.018338 -3.703058 0.0049
CointEq(-1)* -2.308980 0.365091 -6.324399 0.0001

F-Bounds Test

* p-value incompatible with t-Bounds distribution.

Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1(2)
F-statistic 10.90855 10% 3.02 3.51
K 1 5% 3.62 4.16
2.5% 4.18 4.79
1% 4,94 5.58
Coefficien

Variable t Std. Error t-Statistic Prob.

PP 0.039208 0.006915 5.669676 0.0003

C 1.593730 0.501679 3.176793 0.0112
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