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Abstract : The main objective of this study is to analyze the relationship between various
sectoral bank credit and economic growth in Algeria during the period 1998-2017. This is
done by examining the distribution of credit between different sectors and analyze its impact
on economic growth in the short and long term. This study also aims to investigate the
direction of the causal relationship between different sectoral bank credit and economic
growth.

The importance of this study stems from the fact that it deals with loans provided by the
banks operating in Algeria, which is considered as a major source of financing for economic
activities. The findings and recommendations of this study will help stakeholders such as the
monetary authority and the government to increase the efficiency of the banking system and to
raise its contribution to an acceptable and sustainable growth rate.

To achieve the objective of the study, the cointegration test and error correction model
and Granger causality were used. Credits directed to different sectors (public, private, local
administations) were used as independent variables representing sectoral bank credits, and
gross domestic product GDP was used as a variable representing economic growth.

The estimation of the long-run relationship shows that the signal of the coefficients of the
variables chosen from previous studies and the economic theory were all positive but
insignificant to the effect on economic growth. This may be due to the low ratio of loans
granted to different sectors compared to GDP. The results of the estimation of the error
correction model in the short run showed a significant negative effect for both the public
sector credit and the local administrations loans. This may be due to the high rate of
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misappropriation of funds and lack of dishonesty among public sector employees in the
shadow of corruption that has eaten deep into the fabric of our society.Also Loans to the local
administrations are used to provide free services to the people, so they do not contribute to
the increase in GDP. Therefore, we agree with the premise that credit to the public sector and
local administrations does not have a significant impact on Algeria's economic growth. The
results of the short-term error correction model show that bank credit to the private sector
have a significant negative impact on GDP, a result that is not consistent with most applied
studies , which concluded that the evolution of the ratio of credit granted to the private sector
has a positive impact on economic growth , its may be due to inefficient credit allocation as
less productive sectors receive large share of credit. The causal relationship were directed
(direction) from economic growth to the development of private sector bank credit, means
that economic growth leads to increased demand for banking services either for the deposit of
savings or the demand of dredit for investment. In other words, Algeria's economic growth is
very necessary for the development of the banking sector in the short run. This is consistent
with the demand-following hypothesis.

Keywords: bank loans, economic sectors, economic growth, simultaneous integration, error
correction model.
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I Gl xie Ssiall 2ic I Gl xie el 2ic (&)
35471 0.6313 35471 0.6313
(0.0014) (0.9632) (0.0014) (0.9632) 1M GDP
4.1538 1.9492 41537 206591 0]
(0.0217) (1.0000) 0.0217) (0.9617) PUBCB
2.1123 205363 -1.9897 207075
(0.0366) (0.9713) (0.0472) (0.9573) 1M BCPS
57299 0.0468 15.6974 1.1608
(0.0000) (0.6841) (0.0001) (0.2150) 1M ADCB
17718 11,6098
- (0.0273) - (0.0494) 10) ECM

Oatialll das) et jdaall
DA e iy ol coaliiall JalSall Cilgaia ae apaaty LEAY) 138 ey 1Csalial) Jalil LAl
b LAY e =il eling L Jyshall (saall bz dsail) it o ADle elllia clS 13 Lo Ll
(2) o dsand

Johansen J djidall Jalsil) LGd) milis :(2)a8) Jgaal)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.887359 60.98197 47.85613 0.0018
At most 1 0.537427 23.86167 29.79707 0.2064
At most 2 0.388308 10.75552 15.49471 0.2270
At most 3 0.131641 2.399560 3.841466 0.1214

eviews gmaliy aladiuly ifialll slae) et jdaal)
Jii Jalls %5 diginn (gsine die Aajall adll o gial A, O g el dsaall (e
Gleaia e O mamh (@Al dea oo L oaliiad) JalSill ABle 3gay gl (Hp deaall Dl
JalSie Jlaa¥) ol =l JSa o ing 135 %5 dysina ssime die =1 58 Cualiall Jal<l
Slaa¥) sl ) o RSl Al 3ad5 asas o) hpmdall Clyiall Ay e Lialjie SalS
oo LS s Y g ol ccbsnal) (p Jal) Algha 35515 A0l sgag o Ju Lae caihaaas Ay
gl Sla Hedan Cumy Jyshall (saal) (& Lol Lgany
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ADle pasi (Ko aild ((1987) Granger 5 Engle ;o J<U cpaliall Jalsall jlaaly oLl
il Jpanll 3 anilis elis ) 5 o(1) Alsbaally Abiadll laniy)
Granger o Engle 1 ;yaliiall Jalsil) (Ui mildi :(3) a8, Jgaal)

Variable Coefficient Std. Error t—Statistic Prob.
Cc 1084.334 868.9203 1.247909 0.2312
PUBCB 0.204296 0.532597 0.383584 0.7067
BCPS 137.2140 123.8899 1.107547 0.2855
ADCB 716.5386 1012.920 0.707399 0.4902
R-squared 0.482937 Mean dependent var 3514.755
Adjusted R-squared 0.379524  S.D. dependent var 1470.780
S.E. of regression 1158.538  Akaike info criterion 17.13237
Sum squared resid 20133156  Schwarz criterion 17.33120
Log likelihood -158.7575 Hannan—-Quinn criter. 17.16602
F-statistic 4.669997  Durbin-Watson stat 0.701780

Prob(F-statistic) 0.016965

eviews galiy aladinly Gifialll slael (et jdaall

o du b 55 ¢0.4829 il 3yl Jales dad ol iy oBlel dsaad) DA
O Cun  Jlaa¥) ol ) 8 Gaand ) @byl el e dihaia 5 z3selll G basa
Gl il 8 cllal) e % 48.29 e g b W st Alsdd) chaidl 4 )yl
s LeUad) gn L a3 Bl oy ) a5 Y Durbin-Watson dglas) of LS . V)
O AL Jaa Dl zasedll AL 5 % 5 (e sreal il FoStatistic Jlsl el
sl mll ol s AR el e WL Jishll gadl 8 adlaaes Jlal) sl bl
i) chsially Jushall (gaadl & Lgine A Y sy

s & Aphial) =l Geiall (2) &8 deanll &8 DA ey o@lad) Gl
die AlalSie g (1) Jlasayl Aol s Aludes 8 52a gl j3a dsas adey AL ALl du al
U G Geliiall JalSil) ADle aag o oY) Alsh ADle dsay o Ju Lee ¢ 1(0) siasdd)
by Al Al daudlull G sl Al oS LSy caley L lgilaaae Ay laal) ol
zosalll 130 Ml Wil Lo UadY) sl 7 3galy leliiad DA e paliie JolS5 ADLe Ly
:%Jtd\ Jd)

AGDP = a+ fe;_q + Z Oicie + z QitXt—1 +YAGDP,_; + &
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e Aalall g pall Glagpall Ayl aladinly Alalaall o3 a8 8 yudall Ghyastiall X Jiay Cus
ol (4) Jsaadl aaimg Lo sa e anil

Uail) pranuall zigal i geilis :(4) al) Jgand)

Variable Coefficient Std. Error t—Statistic Prob.
C 451.9591* 139.9425 3.229606 0.0066

DPUBCB -0.219460 0.506653 -0.433157 0.6720

DBCPS -268.4432* 63.06026 -4.256931 0.0009

DADCB -174.0164 230.8791 -0.753712 0.4645

ECM(-1) -0.401027* 0.132910 -3.017274 0.0099
R-squared 0.637861 Mean dependent var 125.2928
Adjusted R-squared 0.526433 S.D. dependent var 590.1680
S.E. of regression 406.1310  Akaike info criterion 15.08136
Sum squared resid 2144251.  Schwarz criterion 15.32869
Log likelihood -130.7323  Hannan—Quinn criter. 15.11546
F-statistic 5.724451  Durbin-Watson stat 2.217560
Prob(F-statistic) 0.006985

* significant at 1%, ** significant at 5%, *** significant at 10%

eviews galiy aladiuly ifialll slae) ot jdaal)

Slo Ju b 58 «0.6378 cialy 8 paaill Jales A ol oy el Joaall DA (1
O G o aa¥) sl bl 8 Gaad Al i) jpedi e asieg zisal) 3855 basa
s Slea¥) daall @il 4 cllsll (12%63.78 Ge s e W jud Al Spuaiall A il paail)
eaa¥) gn e A3 Ll agas ) a6 Y Durbin-Watson dglas) of LS
Al 3)Ls) <13 %1 ANV (gsise die Fysies ECT Uadl) mmaai aa Galea ki (5580 g (00
s dra gl Gipan die Gpas 8 Yl el ml il o e Js (-0.4010)
ks s (Bl deyu A3l Waas 13) W L) Qish 315l aal dhay a5 Gy
(Jushll gad) 3 dleal) sl gl olss s (1%40.10 oo s Lo daaei 5538 IS 8
) Zll g Jaes Aadee o cliaf Aol sda cpo LS L Galiiall JalSll dpmjd acny Lo 1ag
U b am L dange lals %1 AV (g e dygine <l 3aals A g Uagly tlea)
) sl b ansd Sl Aal e Ll L5l s asny oS Auball 558 DA V) sl
@) e S alb clyriall A Ll Galad) g Uaill Ao giadll (g il 2 jmadll gad) 8 il
nail) gadll 8 gina S
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&) Jsmasll Load darsiivsdl @yhall e tdaaddll cilysiia Cp doaead) ABDad) slad) yaat—
L (Multivariate time series models) il Judludl Cilysia (w0 Ae gaae o Lo A8
AL aillys cal ALl Al Al puaiall ad judi Sllg soatiall Aiedll Judlad) Adyhay ey
((Gadl s GHUAL gew Lo Glo ol Qs i Y (gl il

Multivariate Granger Causality ).

Al cpgiia G gmall) gaal) A Auuudl Granger [Lid) gl 1(5)J gaad

Null Hypothesis: Obs F-Statistic Prob.
BCPS does not Granger Cause GDP 17 0.57998 0.5749
GDP does not Granger Cause BCPS 5.25472 0.0057
PUBCB does not Granger Cause GDP 17 4.40454 0.0368
GDP does not Granger Cause PUBCB 4.58324 0.0332
ADCB does not Granger Cause GDP 17 0.58516 0.6301
GDP does not Granger Cause ADCB 1.87044 0.1963

eviews zaliy aladiuly cpfialll dlae) (e 1 jhaal)

salll o palall ¢ Uil dgasall Adpad) Gy @l i Jlial of Ladl Jeaall e
Y BCPS i e at ) dueaal) dumydll Jia Jall 5 (0.5749) %5 oo ST galiaiy)
palal) g laill dgagdl gl o Jlal) sl @l 556 JWial of iy GDP Gawy
gdl A0 o a3 Jidly 5 BCPS (awwy GDP - a Ul 5 (0.0057) %5 (e srual
L) Jadll milll s ADCB (o Gy 4le gl 2a55Y s PUBCB 5 GDP ¢ dlalis
s il Jdas —p

Oe Bl llas) 5 ) el EBlalae 5L o JaV1 Al ADlall s el
saill o ol dgine e LS dage LIS cul€ dolamdy) Akl ey dnldl byl
el il A5l cile Uail) Calisal da siaal) (gl A Coaa ) GlD dgny N5 ¢ salaiy]
O gsime e alu 1 cpelal il gadl 3 Uadll mosat zigar ja il W Jlea!
Jame gliny dags 1a s 85 Agdadl @)Yy PUBCB alall g Undll dagiadl) (ag jall (1
g b (Bany JST A oLl Jla 3 alad) g Uadl) 8 ulalall o (DAY s s i)
il Ailaal) leadl) apais 8 Jxis ADCB dgdaall <D dasiaall (ag ) () LS Linaing
ol Sle pat Al L il g i Luld iy Jlaa) sl bl sal b aalus Y Lgla Gl
el 8 gabai®Y) sl o € 50 Al Gad Dlad) @bVl aladl g Uadll lasy)
oalal) & Uil dga gl Lhyeadl)l (g il) OF ek jualll cad) b Uadll maai zisa i
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Jrang ) pes o3 o ¢ geasdll sliy .2 L el gl o (5alaBY) pailly G pemall iag dll (ALY s

Glball sl ae GE Y dai Ay eVl Jad) ml e Lgieey W 5 BCPS
sall e ala) G palall g Uil dagiadd) (g Al A skl o ) ciliags ) Al
Aalul i clelad 8 Cun LY Gapadd sl axe I clld agny 3 5 O paliaiy)
oAl skl ) galaB¥) saill e cigad) dpand) AR L OLEY) e 308 Gaan o
leasd) e allal) 5aly) Y s @abaiyl salll o) G (palal) g Uaill dgasall A padll
sall ol DLl ol e pagdl e clhlly ahasadl gly) dal e L) ddyad)
Giy 138 jeail) aall 8 djeadl) gLl olai el e fas Loy iy jilall 3 salaiy)
Ll i ddaal) DI aladl ¢ Unll A siaal) g paall (a8l (0o JS calili—callall 45k s
On oladl Gl A ADle a3 oK) juadl) gad) 8 JleaV) Jad) mll e bgine e oS
Al b axe e Jay 13as Laball ¢ Unill dga el ddpuaall (gl 5 Jlea¥) sl milil
(Jushll o aadll ol o glse calail gk 3dadlly Lehls)) aicy aladl g Uaill dasial)
Ope) ApesSall Aisall peal cali Alall g Ul Aediall (mg Al e LSV esall o) Cua
SCibasall Gl ) adas (CLATYLS) Al malill (A5 (il shaal
P ES(

Slead) zyig Vs anleUad Anys ol ) ISl Canny liiy galai®Y) salll jalias aaem
& Wsla Gl oaliai®¥) gall o Ayl gyaal 8 alaidl &Sl cleWaill (o i yadl)
Oe el 8 bV salll e 08l Cun e o Al Al dlad gae Ll Al 228
DU olaiBY) saill bt Gy ¢ Apad) Sl gad Cydine (Al A el Pla
& sradl gl i U Guola®Y) on Jaa @la 2017 5 1998 e Lo dgial 55l
el o e o) sall dgadatlly Apkail) luball e IS 50l Cia gl gl
gl ae Adlall dlalusgll cilend plad zloxily Laiy ladY) 52l ¢ dpadl o Uadll clardl
St iy bl el of Leiy W) Aalugl 2 40l gaes il g Uadlly JleeY)
Al Gleladll Glaaall amg 83Ul alaaily Hoall 1 e Al dalugll Glexs g Uad
Lo datiy)

saill o deladl)l ddpadl gl il o dyme dame S0 Aulall cilgla Sl

g Laill A giaall (mgyal calad) g Undll da giaal) Giag il o JSI o ) Leadilis ey oaliaiY)
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