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Abstract :

This study is to identify the determinants of money demand in Algeria, during
the 1987-2018 period. In order to address the presented problematic, we adopted the
economic measurement method; through an autoregressive distributed lag model
(ARDL), based on a set of independent variables which affects the money demand
element, in agreement with the economic theory; as well as previously studied
factors, such as: the interest rate, the inflation rate, gross domestic product (GDP),
real and effective exchange rates, etc. We determined that both the gross domestic
product and the interest rate factors, are the sole determinants of money demand in
Algeria, this is during the 1987-2018 period of time. The other variables are
irrelevant in affecting money demand in Algeria, for the same period.

Keywords:

Money demand; Interest Rate; Inflation Rate; Exchange Rate; Gross Domestic
Product (GDP).
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root

At Level
LOGMD LOG_GDP LOG_INF LOG_R LOG_REER
With Constant t-Statistic -0.3507 1.1945 -2.3912 -1.5898 -5.4780
Prob. 0.9054 0.9974 0.1523 0.4749 0.0001
n0 no no n0 ok
With Constant & Trend t-Statistic -2.7945 -2.5431 -2.6845 -6.8625 -5.3757
Prob. 0.2100 0.3069 0.2493 0.0000 0.0008
no nO no *kk *kk
Without Constant & Trend t-Statistic 1.1093 7.1063 -0.8330 -0.1875 -1.8694
Prob. 0.9267 1.0000 0.3467 0.6100 0.0596
n0 n0 n0 n0 *
At First Difference
d(LOG_REE
d(LOGMD) d(LOG_GDP) d(LOG_INF) d(LOG_R) R)
With Constant t-Statistic -2.6492 -4.0857 -7.8280 -11.2304 -4.4957
Prob. 0.0947 0.0036 0.0000 0.0000 0.0013
* *kk *kk *kk *kk
With Constant & Trend t-Statistic -2.7292 -4.0083 -7.6854 -4.7523 -5.2735
Prob. 0.2328 0.0194 0.0000 0.0035 0.0010
no *% *kk *kk *kk
Without Constant & Trend t-Statistic -2.3893 -1.2412 -7.9644 -3.8884 -4.0590
Prob. 0.0186 0.1920 0.0000 0.0004 0.0002
*% no *k%k *k%k *kk
Notes:

a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant
b: Lag Length based on SIC
c: Probability based on MacKinnon (1996) one-sided p-values.
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Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LOG_REER -0.049073 0.760085 -0.064563 0.9503
LOG_INF -0.093380 0.094092 -0.992441 0.3540
LOG_GDP 1.466527 0.632131 2.319974 0.0534
LOG R -1.650567 0.461932 -3.573183 0.0091
C -5.951209 9.769390 -0.609169 0.5617

EC = LOGMD - (-0.0491*LOG_REER -0.0934*LOG_INF + 1.4665*LOG_GDP
-1.6506*LOG_R -5.9512)

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic:
n=1000
F-statistic 6.090733 10% 2.2 3.09
K 4 5% 2.56 3.49
2.5% 2.88 3.87
1% 3.29 4.37
Finite Sample:
Actual Sample Size 28 n=35
10% 2.46 3.46
5% 2.947 4.088
1% 4.093 5.532
Finite Sample:
n=30
10% 2.525 3.56
5% 3.058 4.223
1% 4.28 5.84
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ARDL Error Correction Regression
Dependent Variable: D(LOGMD)

Selected Model: ARDL(4, 4, 1, 3, 4)

Case 2: Restricted Constant and No Trend
Date: 06/04/20 Time: 16:18

Sample: 1987 2018

Included observations: 28

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(LOGMD(-1)) 0.181494 0.085066 2.133554 0.0703
D(LOGMD(-2)) -0.295195 0.099275 -2.973513 0.0207
D(LOGMD(-3)) 0.149992 0.092209 1.626663 0.1478
D(LOG_REER) 0.821822 0.098460 8.346716 0.0001

D(LOG_REER(-1)) 0.303248 0.110847 2.735745 0.0291
D(LOG_REER(-2)) 0.770109 0.106966 7.199592 0.0002
D(LOG_REER(-3)) 0.301418 0.130296 2.313335 0.0539
D(LOG_INF) -0.024343 0.010026 -2.428054 0.0456
D(LOG_GDP) 1.901656 0.510783 3.723019 0.0074
D(LOG_GDP(-1)) -1.686248 0.498004 -3.386012 0.0117
D(LOG_GDP(-2)) -1.599343 0.500880 -3.193065 0.0152
D(LOG_R) -0.622271 0.114563 -5.431671 0.0010
D(LOG_R(-1)) -0.131176 0.128509 -1.020749 0.3413
D(LOG_R(-2)) 0.906816 0.124849 7.263301 0.0002
D(LOG_R(-3)) -0.361795 0.086391 -4.187872 0.0041
CointEq(-1)* -0.505493 0.063865 -7.915020 0.0001
R-squared 0.968151 Mean dependent var 0.025165
Adjusted R-squared 0.928341 S.D. dependent var 0.048417
S.E. of regression 0.012961 Akaike info criterion -5.558201
Sum squared resid 0.002016 Schwarz criterion -4.796941
Log likelihood 93.81481 Hannan-Quinn criter. -5.325476
Durbin-Watson stat 2.456098

* p-value incompatible with t-Bounds distribution.
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.547146 Prob. F(2,5) 0.6097
Obs*R-squared 5.027683 Prob. Chi-Square(2) 0.0810

Lol LA LR 1(06) a8y Jgaad)

Heteroskedasticity Test: ARCH

F-statistic 0.000937 Prob. F(1,25) 0.9758
Obs*R-squared 0.001012 Prob. Chi-Square(1) 0.9746
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2006 |2,311499185 8 4,87007E+12 | 4,40235E+12 | 83,71748758 | 58172696456 101,3189824
2007 |3,678995747 8 5,99461E+12 | 4,55203E+12 | 86,79745039 | 69064328388 99,92223894
2008 |4,858590628 8 6,95597E+12 | 4,66128E+12 | 91,01458318 | 76426958521 102,25029
2009 |5,737060361 8 7,29269E+12 | 4,73586E+12 | 96,23614476 | 75779165109 100,2768752
2010 |3,911061955 8 8,28074E+12 | 4,90635E+12 100 82807404660 100
2011 |4,524211505 8 9,92919E+12 | 5,04864E+12 | 104,5242115 (94994141521 99,1265032
2012 | 8,891450911 8 1,10151E+13 | 5,22029E+12 | 113,8179305 | 96778554362 103,9151916
2013 | 3,25423911 8 1,19415E+13 | 5,36646E+12 | 117,5218381 | 1,01611E+11 101,7724159
2014 |2,916926921 8 1,36639E+13 | 5,57038E+12 | 120,9498642 | 1,12972E+11 102,8936484
2015 | 4,784447007 8 1,37045E+13 | 5,77649E+12 | 126,7366464 | 1,08134E+11 96,50079963
2016 | 6,397694803 8 1,38163E+13 | 5,96134E+12 | 134,8448702 | 1,02461E+11 95,52927229
2017 | 5,59111591 8 1,49742E+13 | 6,03883E+12 | 142,3842032 | 1,05168E+11 97,84607374
2018 |4,269990205 8 1,66367E+13 | 6,12338E+12 | 148,4639947 | 1,12059E+11 93,28156297

e 1 :http://data.albankaldawli.org/country/algeria
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(gDl A

~1987) sl J¥A il b Aokl ALSH colha sk g :(02) o) (3ale

(2017

sl Jina | Aagil Ja¥l ila | osall dsee | AepSall g | el dima | LB pag i
- - - - - - 1987
- - - - - - 1988
- - - - - - 1989
- 6.5 - 167.0 - 247.0 1990
- 24.28 - 158.97 - 325.85 1991
-6.75 22.64 42.75 226.93 26.53 412.31 1992
-13.38 19.91 132.6 527. 83 -46.58 220.25 1993
208.16 60.4 -11.23 468.53 38.86 305.84 1994
-56.46 26.3 -14.28 401.58 84.94 565.64 1995
109.13 133.9 -30.14 280.54 37.33 776.84 1996
161.84 350.3 51.01 423.65 -4.58 741.28 1997
-17.4 280.7 70.7 723.18 22.24 906.18 1998
-37.8 174.5 17.24 847.9 26.98 1150.73 1999
343.85 775.9 -20.1 677.5 -13.64 1779.8 2000
68.94 1310.8 -15.9 569.7 8.52 1078.4 2001
33.94 1755.7 1.67 578.6 17.5 1266.8 2002
33.42 2342.6 -26.83 423.4 9 1380.2 2003
33.15 3119.2 -104.8 -20.6 11.2 1535 2004
33.98 4179.7 -443 -933.2 17.9 1779.8 2005
31.95 5515.05 -29.7 -1304.1 7.1 1905.4 2006
34.22 7415.5 -67.41 -2193.1 15.7 2205.2 2007
38.18 10246.9 -65.4 -3627.3 18.6 2615.5 2008
6.23 10885.7 -3.81 -3488.9 18 3086.5 2009
10.2 11996.5 -2.75 -3392.9 5.88 3268. 1 2010
16.05 13922.41 -0.4 -3406.6 14.2 3726.51 2011
7.31 14940.0 -3.43 -3289.7 15.32 4287.6 2012
1.82 15225.16 -2.28 -3216.4 16.62 5154.25 2013
- 15330.6 - -2673.7 - 5314.0 2014
-1.9 -302.0 -52.0 567.5 - 7277.2 2015
-18.2 -2828.3 -59.7 2682.2 - 7909.9 2016
-10.8 -1373.4 -326.1 2837.5 - -432.6 2017
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