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Abstract:
This study aimed to highlight the effect of monetary and fiscal

policy shocks on the Algerian external balance during the period 1990-
2019 using the SVAR methodology.

The study found that a shock in the exchange rate has a positive
impact on the balance of payments in the short and long terms, and that a
shock in both the size of the monetary mass and the government’s spending|
has a positive impact on the balance of payments in the short term, turning
Into a negative impact in the medium and long terms..

Keywords: Monetary policy; fiscal policy; balance of payments; SVAR
methodology; Algeria.

Jel Classification Codes: B23, E52, G28
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VAR Lag Order Selection Criteria
Endogenous variables: BP EXR G M2
Sample: 1990 2019
Lag Logl LR FPE AIC SC HQ
0 -566.4614 NA 2.64e+13 42.25640 42.44837 42.31348
1 -439.7469 | 206.4977 7.37e+09 34.05533 35.01520 34.34075
2 -406.5681 | 44.23839* | 2.26e+09* | 32.78282* 34.51061* 33.29658*
3 -396.1743 | 10.77876 4.35e+09 33.19810 35.69378 33.94020

Eviews 10 zeliy Siloydeay Lilanadly i Ll slael (g0 2 yuuall
e 4 dzys Hlas ) e cal dlslall plae JS of odlel Joumll mls I o0 sy
(P=2) &l il Layud 7 3.0l
Sl alylasl sl e Johansen Las| paay sediddl K Johansen jlasl-o
oo AST ss2g Al @ pukiugy ezl Baiie Sliaall ae wlidy 4¥ Ll anasdl oJiall
Laas ehial) JolSall gams gl casloll chiall JolSil e CadSl e IS Jeasg canite
deg Al JolSall ki 3 Aueal 4 1y it ! e ol pasll sl Dl §
Bl elaall 2ol Hlasly 35 Hlas) L onlas! e daiad Ll Johansen duzia (olud
Lagall sliasly 3 5Las) e S Bgull 2sbas¥l of oady Sus 03 @3 3xlll § dxisge
Lagaall 2oyl Joud G Les %5 Lsine Gyiuwn i Adgandl Aedll oo J8T wlaall
Bpiall yaug uadl S @z oo S on J2Y Alsh A3ls3 A S92 pie e STl
308



Sl @ @bl 3l Gle 2y 2! ontaleud! Slosio slulSas!

ey paiie Ll gl Aaball 35 S5 ilall § clesiall ol cus Sl Bl
SVAR dxin 333 g3gedl]
oss bad Laldl il (e Aud) Granger jLas | piay :duwd] Granger jLas| 4.3
252 02 03y Joizlly ulyudl 23905 @ mldl lpaally alarudl olpaall cn 48Mall sl
deudl Granger jlas | @il 22 Jgua LY lda @l

Pairwise Granger Causality Tests
Sample: 1990 2019

Null Hypothesis: Obs F-Statistic Prob.
DEXR does not Granger Cause DBP 28 1.18649 0.2864
DBP does not Granger Cause DEXR 0.54419 0.4676
DG does not Granger Cause DBP 28 6.86148 0.0148
DBP does not Granger Cause DG 3.72826 0.0649
DM2 does not Granger Cause DBP 28 4.39872 0.0462
DBP does not Granger Cause DM2 0.71031 0.4073
DG does not Granger Cause DEXR 28 1.73042 0.2003
DEXR does not Granger Cause DG 6.59280 0.0166
DM2 does not Granger Cause DEXR 28 3.74567 0.0643
DEXR does not Granger Cause DM2 2.16105 0.1540
DM2 does not Granger Cause DG 28 15.8586 0.0005
DG does not Granger Cause DM2 5.32868 0.0295
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VAR Residual Serial Correlation LM Tests

Sample: 1990 2019

Null hypothesis: No serial correlation at lag h

Lag | LRE*stat | df | Prob. | RaonF- df [ Prob.
12.133 16 | 0.7348 0.7344 | (16, 37.3) | 0.7423
23.101 16 | 0.1110 1.5958 | (16, 37.3) | 0.1187
14.610 16 | 0.5534 0.9107 | (16, 37.3) | 0.5639
26.605 16 | 0.0461 1.9190 | (16, 37.3) | 0.0506
14.350 16 | 0.5726 0.8918 | (16, 37.3) | 0.5830
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VAR Residual Heteroskedasticity Tests (Levels and Squares)

Included observations: 28

Chi-sq df Prob.

186.2863 160 0.0760
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Component | Jarque-Bera df Prob.
1 3.485508 2 0.1750
2 0.452035 2 0.7977
3 9.317667 2 0.0095
4 0.622735 2 0.7324
Joint 13.87794 8 0.0850
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Iy =rse Roots of AR Characteristic P oty nomilal)
Roots of Characteristic Polynomial
Endogenous variables. BF EXR G M2 1.8

Exogenous variables. C
Lag specification: 1 2
Date: 04/05/21 Time: 1618 1.0
Root Modulus 0.5
0.883762 0.803762
0.847721 - 0.2068161 0.872348 oo
0.847721 + 0.205815| 0.872348
0.284680 - 0.749901| 0.805722
0.284680 + 0.749901) 0.808722 o5 ]
0.477381 0.477381 _
0.122006 - 0.3567071 0.377372
0.122806 + 0366787 0.377372 104
Mo root les outside the unit circle 1.5
VAR satisfies the stability condition AE 10 oE 0.0 oE ) ER
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Variance Decomposition of BP:
Period S.E. G M2 EXR BP
1 1.278860 0.014767 | 36.89288 | 1.948335 | 61.14402
5 1.996385 0.008710 | 19.84847 | 21.55037 | 58.59245
10 2.314762 0.011803 | 23.32610 | 26.98427 | 49.67783
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UNIT ROOT TEST TABLE (PP)

At Level
BP EXR M2 G DG
With Constant Prob. 0.5801 0.6335 0.9262 0.9984 0.0000

With Constant & Trend | Prob. | 0.8176 | 0.6222 | 0.3535 | 0.7404 | 0.0000

Without Constant & Trend | Prob. | 0.1349 | 0.9864 | 0.9176 | 0.9998 | 0.0001

At First Difference

d(BP) | d(EXR) | d(M2) | d(6) | d(DG)

With Constant Prob. | 0.0001 | 0.0075 | 0.0006 | 0.0000 | 0.0000

With Constant & Trend Prob. | 0.0003 | 0.0372 | 0.0049 | 0.0000 | 0.0000

Without Constant & Trend | Prob. | 0.0000 | 0.0036 | 0.0001 | 0.0001 | 0.0000

UNIT ROOT TEST TABLE (ADF)

At Level
BP EXR M2 G DG
With Constant Prob. 0.5589 0.6302 0.9355 0.9025 0.5992

With Constant & Trend | Prob. | 0.7870 | 0.0809 | 0.3648 | 0.3579 [ 0.0001

Without Constant & Trend | Prob. | 0.1260 [ 0.9977 | 0.9357 | 0.9985 | 0.5006

At First Difference

dBP) | d(EXR) | d(M2) | d(G) | d(DG)

With Constant Prob. [ 0.0001 | 0.0069 | 0.0006 [ 0.5992 | 0.0000

With Constant & Trend | Prob. | 0.0004 | 0.0345 | 0.0046 | 0.0001 | 0.0000

Without Constant & Trend | Prob. | 0.0000 | 0.0029 | 0.0001 | 0.5006 | 0.0000
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Sample (adjusted): 1993 2019
Included observations: 27 after adjustments
Series: BP EXR G M2

Lags interval (in first differences): 1to 2

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Eigenvalue Prob.**
No. of CE(s) Statistic Critical
None * 0.626314 55.04610 | 57.85612 0.0591
At most 1 0.445058 28.46896 29.79707 0.0705

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max- 0.05
Eigenvalue Prob.**
No. of CE(s) Eigen Critical
None 0.626314 26.57714 27.58434 0.0669
At most 1 0.445058 15.90007 2113162 0.2307
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