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Abstract:

This study aims at research for causal
Relationship between the inflation rate
and the velocity of money in Algeria,
using a methodology to test the causation
of Toda and Yamamoto, which depend on
the model (VAR), through which We
search her to explore the direction of the
relationship between the two variables,
The data used are annual data for the
period (1990-2019), Subjecting study
variables to a unit root test which showed
that the inflation rate is stable at the first
difference and the velocity of money is
stable at the level.

The results of the study showed a long-
term causal relationship That trends frome
inflation to the velocity of money.
Keywords: Inflation: Velocity of Money:

Causality Toda-Yamamoto.
JEL Classification : C12 ; E31 ; E40
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VAR Lag Order Selection Criteria
Endogenous variables: INF Vv

Exogenous variables: C
Date: 03/05/21 Time: 12:25
Sample: 1990 2019
Included observations: 23

Lag LogL LR FPE AlC sc HQ
o -52.40331 NA 0.388710 4.730722 4.829461 4.755555
1 -32.32641 34.91634* 0.096324* 3.332731 3.628947* 3.407229*
2 -31.04958 1.998517 0.123425 3.569528 4.063222 3.693691
3 -24.23355 9.483166 0.099135 3.324657 4.015827 3.498484
a -23.56360 0.815595 0.138985 3.614226 4.502874 3.837718
5 -20.66643 3.023133 0.166000 3.710124 4.796249 3.983282
6 -11.26128 8.178388 0.118287 3.240112 4.523714 3.562934
4 -5.932906 3.706697 0.129567 3.124601* 4.605680 3.497088

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 520 level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HO: Hannan-Quinn inform ation criterion
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Roots of Characteristic Polynomial
Endogenous variables: INF Vv
Roots of Characteristic Polynomial
Lag specification: 1 2
Date: 03/09/21 Time: 19:46
Root Modulus
0.789374 - 0.1.82243i 0.810138
0.789374 + 0.1.82243i 0.810138
0.155550 0.155550
-0.081351 0.081351
No rootlies outside the unit circle.
VAR satisfies the stability condition.
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WAR Granger Causality/Block Exogeneity Wald Tests
Date: 02/05/21 Time: 19:20

Sample: 1990 2019

Included observations: 28

Dependent variable: W

Excluded Chi-sq df Frob.
IMNF 4 8773259 1 0.0272
Aldl 4 877359 1 0.0272

Dependent variable: INF

Excluded Chi-=q df Prokb.
W 0.348993 1 0.5547
Aldl 0.348993 1 0.5547
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2019-1990 JM5 ylyzell § 598l (4593 Ao pwy piesatdl Juas (s Toda-Yamamoto dutiw HLais|

INF v
4 12
30 284
2.4 4
20
2.0
10
1.6
.:I__"'_'_F:'_L"'LIF:"LI"'LIF:" --2....,....,....,....,...,.
550 585 2000 0e o ams 550 185 2000 2005 2010 2015
(INF) &t ADF 0531 5 sLaist b :(03) o3, g=ull (V) 2kt ADF 5us g1y sl | gl :(02) 3, =l
- t-Statisti Prob.* - t-Statistic Prob.*
-Statistic rob.
Auamented Dickev-Fuller test statistic -3.342920 0.0250
Augmented Dickey-Fuller test statistic -5.483461 0.0001 Testcritical values: é:ﬁ :e"e: '3-(7)33221
. . Iy R evel -3.
Test critical values: é;; ::i: 233%2; 10% level 5642242
10% level -2.625121 *MacKinnon (1996) one-sided p-values.
*| f -Si -1
MacKinnon (1996) one-sided p-values. Augmented Dickey-Fuller Test Equation
Dependent Variable: D(V)
Method: Least Squares
Augmented Dickey-Fuller Test Equation Date: 06/27/22 Time: 00:02
Dependent Variable: D(INF,2) Sample (adiusted): 1998 2019
Method: Least Squares ’ Included observations: 22 after adjustments
Date: 06/26/22 Time: 23:57 Variable Coefficient Std. Error t-Statistic Prob.
Sample (adjusted): 1992 2019
Included observations: 28 after adjustments V(1) -0.247406  0.074009  -3.342920  0.0053
D(V(-1)) -0.324036 0.141211  -2.294686  0.0390
) . - D(V(-2)) -0.499777 0.118152  -4.229944  0.0010
Variable Coefficient Std. Error t-Statistic Prob. D(V(-3)) -0.200726 0.133309  -1.505716 0.1560
D(V(-4)) -0.242162 0.123867  -1.955022  0.0724
DUNECD) py b A o Ve 0080630 0108579 070752 04303
¢ -0855764 0928874 -0.921314 03654 D(V(-7)) -0.332373 0106114 -3.132219  0.0079
c 0.247797 0.124819 1.985246  0.0686
R-squared 0.536280 Mean dependent var -0.412857
Adjusted R-squared 0.518445 S.D.dependent var 7.056094 R-squared 0.872826 Mean dependent var -0.060940
i ike i itari Adjusted R-squared 0.794564 S.D.dependentvar 0.202884
:'E' of reqresdsmn.d 228392?;8; gkalke |nf0_cr|§er|0n gg?gg;z S.E. of regression 0.091957  Akaike info criterion -1.642902
um squared resi - chwarz criterion - Sum squared resid 0.109929  Schwarz criterion -1.196566
Log likelihood -83.17145 Hannan-Quinn criter. 6.112765 Log likelihood 27.07192 Hannan-Quinn criter. -1.537758
F-statistic 30.06835 Durbin-Watson stat 2.141952 F-statistic 11.15273 Durbin-Watson stat 1.782434
Prob(F-statistic) 0.000009 Prob(F-statistic) 0.000107

(INf) dlulug (V) dluda y5k3 :(01) o3, sl

3

Toda and Yamamoto ,Las | gl :(04) 3, g=u!

Date:: O0=Z/05S021
Sarmple: 1990 2019

Imcluded observations: 25

WaAR Granger CausalitywBlock Exogeneity Wald Tests
Tirme: 1930

Depesndesnt variable: W

Excluded

Chi-=q (=10 FProo.
I A BF 359 - O o277z
A0 4. BF 359 O o272
Dependent variable: INF
Exclude d Chi-=q (=2 Froo.
W 0. 3248993 - 0. S55477
A0 0. 3248993 O 5547
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