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Determinants of velocity of money in Algeria: econometric
study 1980-2019
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Abstract:

The velocity of money is one of the most narrowly watched variables by the monetary authority to
estimate the safe limit of monetary growth and to formulate a carful monetary policy and to build
an efficient money market, It is therefore a matter of concern for monetary authorities to have
reliable information about macroeconomic variables that have impact on variation of velocity, The
problem of this study is identifying the factors which determine the velocity of money in Algeria
in the period (1980-2019) and trying to find out the response of the velocity of money to some of
the selected variables. To this end, the study utilised the(ARDL)model.

Key words : Velocity of money, Determinants of velocity of money, Cointégration, Autoregressive
Distributed Lag model (ARDL).
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LRGDP 2.702699 -1.949856 -2.345909 -1.949856 I(1)
LFD -0.690402 -1.949609 -5.111429 -1.949856 I(1)
LINF -1.402918 -1.949609 -8.629074 -1.949856 I(1)
LTC 1.159758 -1.949609 -5.883763 -1.949856 1(1)
LG -0.003497 -1.949856 -4.276504 -1.949856 I(1)

ADF Unit Root Test: HO: Unit Root/Non-Stationarity
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(Bounding Test) sgusdl i Jloaiuwly bl JolSl slast ol o | (Say U] de il
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p ql q2 q3
A2, = fo+ ) Prehvle i+ ) Brdlrgdpe i+ ) Pachlfde i+ ) Publinf,
t=1 t=1 t=1 t=1
q4 q5
+ z PscAltce_; + Z BetAlgi—i + a1 V21 + aylrgdpe_1 + azlfd,_4
t=1 t=1

+ aulinf,_qasltc,_1a6lge_q1 + ¢ v vvv v e e e . (03)
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zai (ARDL Bounds Test) bl JolSal jLas s o g (03) o8, Josz! IMs o1
Gyt e el el Ayl Aayall (o ST (29 10.00997 (golud (F-statistic) dslasy| dagall ]
Ayl Jome lpaiedl o Jo¥1 Algls 24555 A8Me 3929 e Juu 1dag (4.21) %1 Lgias

(ARDL Bounds Test) ;las! miti :(03) 3, Joiz!

ARDL Bounds Test
Null Hypothesis: No long-run relationships exist
Test statistic value k
F-statistic 10.00997 5
Critical Value Bounds
Significance 10 Bound I1 Bound
10% 1.81 293
5% 2.14 3.34
1% 2.82 421
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Cointegrating From

Variable Coefficient t-statistic Prob
D(LV2(-1)) -0.019370 -0.130158 0.8990
D(LV2(-2)) -0.033414 -0.331258 0.7473
D(LV2(-3)) -0.191826 -2.429966 0.0355
D(LRGDP) 0.623125 6.513972 0.0001
D(LRGDP(-1)) 0.450390 2.525248 0.0301
D(LDF) 0.211098 0.713169 0.4920
D(LDE(-1)) 0.020581 0.445109 0.6657
D(LDF(-2)) 0.078240 2.096924 0.0624
D(LDE(-3)) 0.038911 1.404839 0.1904
D(LINF) -0.038941 -3.251516 0.0087
D(LINE(-1)) -0.059538 -3.623137 0.0047
D(LINF(-2) -0.048308 -3.064147 0.0120
D(LTC) 0.108270 2.317356 0.0430
D(LTC(-1)) 0.032865 0.514799 0.6179
D(LTC(-2)) 0.109826 2.515797 0.0306
D(LTC(-3)) 0.092751 2.279340 0.0458
D(LG) -0.508691 -3.115575 0.0110
D(LG(-1)) 0.337710 2.076924 0.0645
D(LG(-2)) 0.401982 2.137974 0.0582
D(LG(-3)) -0.489996 -3.633915 0.0046
CointEq -0.905557 -6.072790 0.0001

CointEq(-1) = LV2 - (0.0911"LRGDP-0.2844*LDF+0.1046*LINF-
0.2754*LTC-0.2397*LG)

R-squared 0.997248
Adjusted R- 0.990369
squared
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ARDL(4,2,4,3,44) z3gaild Jushall Jo¥1 cdlolan y305 23l :(05) o) Joue!
Long Run Coefficients
Variable Coefficient t-statistic Prob
LRGDP 0.091095 6.248422 0.0001
LDF -0.284373 -10.541789 0.0000
LINF 0.104570 4.147436 0.0020
LTC -0.275432 -6.865855 0.0000
LG -0.239727 -2.076385 0.0646
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i i 3529 pde (Hy 4558 Jgu8
Serial Correlation 5.987574 02131 929 0 de,9 Jgud
(LM test) Sl bl i
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3929 poke tHo Ay Joid
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