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Abstract:

The importance of the issue of inflation and its relationship with the Algiers Stock Exchange
is reflected in its strong association with the current challenges to activate the role of the
algiers stock exchange in attracting financial surpluses and using them to finance productive
investments and stimulate the economic life of the country. In this research, we aim to
identify the effect of inflation on stock returns in the financial market of Algeria by using
ARDL model. The study found that there is a negative effect of inflation on stock returns in
the long-term. This finding is in line with the results of Fama's theory that the correlation
between inflation and equity returns is necessarily a "proxy" correlation of the negative
relationship between inflation and real activity.

Keys words: inflation, equity returns, obstacles to the Algerian stock exchange, ARDL
methodology.
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ARDL Bounds Test
Date: 06/28/19 Time: 13:01
Sample: 2008M05 2018M12
Included observations: 128
Test Statistic Value k
F-statistic 29.00418 1
Critical Value Bounds
Significance 10 Bound I1 Bound

10% 3.02 3.51
5% 3.62 4.16
2.5% 4.18 4.79
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Long Run Coefficients
Variable Coefficient = Std. Error t-Statistic Prob.
INF -4.212292 1.744637 -2.414423 0.0173
C 25.910496 9.733224 2.662067 0.0088
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Variable Coefficient = Std. Error t-Statistic Prob.
D(INF) 1.083812 2.484324 0.436260 0.6634
cointeq -0.789548 0.086260 -9.153170 0.0000
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Dependent Variable: R

Method: ARDL

Date: 06/28/19 Time: 12:49

Sample (adjusted): 2008MO05 2018M12

Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): INF

Fixed regressors: C

Number of models evalulated: 20

Selected Model: ARDL(1, 4)

Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*
R(-1) 0.093896 0.088453 1.061540 0.2906
INF 1.957129 2.533467 0.772510 0.4413
INF(-1) -0.206866 3.622104 -0.057112 0.9546
INF(-2) 0.436895 3.677240 0.118811 0.9056
INF(-3) -0.279770 3.644526 -0.076765 0.9389
INF(-4) -5.724162 2.615339 -2.188688 0.0305
C 23.47761 8.978916 2.614748 0.0101
R-squared 0.134940 Mean dependent var 3.539662
Adjusted R-squared 0.092045 S.D. dependent var 32.97358
S.E. of regression 31.41943 Akaike info criterion 9.785865
Sum squared resid 119448.8 Schwarz criterion 9.941836
Log likelihood -619.2954 Hannan-Quinn criter. 9.849237
F-statistic 3.145791 Durbin-Watson stat 1.943261

Prob(F-statistic) 0.006686
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_ Series: Residuals
24 | Sample 2008M05 2018M12
I Observations 128
20 | ]
Mean -7.49e-15
16 L Median -2.535420
Maximum 158.9521
12 | Minimum -98.87890
Std. Dev. 30.66826
8 | Skewness 0.898333
Kurtosis 8.939527
4 |
m Jarque-Bera 205.3652
ol S e Probability 0.000000
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Heteroskedasticity Test: ARCH

F-statistic 0.190565 Prob. F(1,125) 0.6632
Obs*R-squared 0.193319  Prob. Chi-Square(1) 0.6602
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.441561 Prob. F(1,120) 0.2323
Obs*R-squared 1.519412  Prob. Chi-Square(1) 0.2177

Il

.Eviews9 oy b slazsl L) shas) e : gual

CUSUM intih! 315l oSTH ¢ 5ot :(5) o3y oull

40

30

20

-30

-40
T T T T T T T T T T
20082009 2010 2011 2012 2013 2014 2015 2016 2017 2018

‘ —__CUSUM 5% Significance ‘

.Eviews9 oy o slezs U Ll shas) e : peal

CUSUMQ intdt S1gdt Sl (ST g g0 :(6) o3y 3olll

1.2

1.0
0.8 |
0.6
0.4 {

02 7

0.0

021"
; . . . . . . . . .
20082009 2010 2011 2012 2013 2014 2015 2016 2017 2018

‘ — CUSUM of Squares -—--- 5% Significance ‘

.Eviews9 ca\)jg ‘3& JW?U aJualy sl e 2)-@\

96



