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Abstract: 

This paper aims to measure and analyse the effect of the financial depth on the economic growth in Algeria 

during the period(1980-2019). Using the auto-regressive distributed lags model ARDL. The study uses the 

money supply M2 as a percentage of GDP to reflect the financial depth, and the GDP per capita to express 

economic growth. The study also uses the variables of trade openness, gross capital formation, and 

exchange rate as the control variables. The main finding of this research is the existence of long-term 

relation between the Financial depth and the economic growth in Algeria. 
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p(gdp)Yt

qXtch, open, gcf, deep
Y

k
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02ARDL
Dependent Variable: GDP   

Method: ARDL    

Date: 12/30/20   Time: 12:31   

Sample (adjusted): 1984 2019   

Included observations: 36 after adjustments  

Maximum dependent lags: 4 (Automatic selection) 

Model selection method: Akaike info criterion (AIC) 

Dynamic regressors (4 lags, automatic): DEEP GCF OPEN TCH    

Fixed regressors: C   

Number of models evalulated: 2500  

Selected Model: ARDL(4, 2, 4, 3, 3)  
     
     

Variable Coefficient Std. Error t-Statistic Prob.*   
     
     

GDP(-1) 0.273346 0.103930 2.630104 0.0189 

GDP(-2) 0.214713 0.113706 1.888314 0.0785 

GDP(-3) -0.477374 0.131765 -3.622925 0.0025 

GDP(-4) -0.379823 0.121162 -3.134842 0.0068 

DEEP -0.210141 1.590341 -0.132136 0.8966 

DEEP(-1) 3.353176 2.078934 1.612931 0.1276 

DEEP(-2) 1.979947 1.647946 1.201463 0.2482 

GCF 0.934908 1.735743 0.538622 0.5981 

GCF(-1) -2.898386 2.204053 -1.315026 0.2083 

GCF(-2) -5.626177 2.124744 -2.647932 0.0183 

GCF(-3) 2.789184 1.925114 1.448841 0.1680 

GCF(-4) -2.206513 1.438532 -1.533865 0.1459 

OPEN -0.157130 0.162344 -0.967881 0.3485 

OPEN(-1) 0.211788 0.209246 1.012145 0.3275 

OPEN(-2) -0.447262 0.213044 -2.099387 0.0531 

OPEN(-3) 0.225186 0.160945 1.399150 0.1821 

TCH 2.357228 0.719995 3.273952 0.0051 

TCH(-1) -3.608180 0.979652 -3.683126 0.0022 

TCH(-2) 5.591644 0.868673 6.436994 0.0000 

TCH(-3) -4.975718 0.561951 -8.854357 0.0000 

C 5.889630 1.778224 3.312086 0.0047 

     
     

R-squared 0.893138     Mean dependent var 0.548658 

Adjusted R-squared 0.750656     S.D. dependent var 0.540079 

S.E. of regression 0.269685     Akaike info criterion 0.508072 

Sum squared resid 1.090948     Schwarz criterion 1.431791 

Log likelihood 11.85471     Hannan-Quinn criter. 0.830475 

F-statistic 6.268422     Durbin-Watson stat 2.181508 

Prob(F-statistic) 0.000361    
     
     

*Note: p-values and any subsequent tests do not account for model 

        selection.   

eviews10

Heteroskedasticity Test: ARCHProb.Chi-Square(1)
H0



ARDL  
 

  

 

Heteroskedasticity Test: ARCH   
     
     F-statistic 0.689799     Prob. F(1,33) 0.4122 

Obs*R-squared 0.716625     Prob. Chi-Square(1) 0.3973 
     
     eviews10

Breusch-Godfrey Serial Correlation LM TestProb. 
Chi-Square(2)H0

Breusch-Godfrey Serial Correlation LM Test:  
     
     F-statistic 0.884109     Prob. F(2,13) 0.4365 

Obs*R-squared 4.310327     Prob. Chi-Square(2) 0.1159 
     
     eviews10
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Series: Residuals

Sample 1984 2019

Observations 36

Mean      -1.48e-15

Median   0.002545

Maximum  0.428939

Minimum -0.324762

Std. Dev.   0.176550

Skewness   0.188239

Kurtosis   2.987676

Jarque-Bera  0.212831

Probability  0.899051 
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F-Bounds Test Null Hypothesis: No levels relationship 
     
     Test Statistic Value Signif. I(0) I(1) 
     
     

   
Asymptotic: 

n=1000  

F-statistic  7.480564 10%   2.2 3.09 

k 4 5%   2.56 3.49 

  2.5%   2.88 3.87 

  1%   3.29 4.37 

     

Actual Sample Size 36  
Finite Sample: 

n=40  

  10%   2.427 3.395 

  5%   2.893 4 

  1%   3.967 5.455 

     

   
Finite Sample: 

n=35  

  10%   2.46 3.46 

  5%   2.947 4.088 

  1%   4.093 5.532 
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ARDL
     

Variable Coefficient Std. Error t-Statistic Prob.    
     
     D(GDP(-1)) 0.642483 0.169459 3.791371 0.0018 

D(GDP(-2)) 0.857197 0.142607 6.010887 0.0000 

D(GDP(-3)) 0.379823 0.091344 4.158152 0.0008 

D(DEEP) -0.210141 1.224724 -0.171582 0.8661 

D(DEEP(-1)) -1.979947 1.115950 -1.774225 0.0963 

D(GCF) 0.934908 1.259606 0.742223 0.4694 

D(GCF(-1)) 5.043507 1.322795 3.812766 0.0017 

D(GCF(-2)) -0.582670 1.197859 -0.486426 0.6337 

D(GCF(-3)) 2.206513 1.086147 2.031505 0.0603 

D(OPEN) -0.157130 0.120526 -1.303704 0.2120 

D(OPEN(-1)) 0.222076 0.107330 2.069101 0.0562 

D(OPEN(-2)) -0.225186 0.122751 -1.834497 0.0865 

D(TCH) 2.357228 0.516190 4.566591 0.0004 

D(TCH(-1)) -0.615926 0.507922 -1.212638 0.2440 

D(TCH(-2)) 4.975718 0.453531 10.97108 0.0000 

CointEq(-1)* -1.369137 0.176984 -7.735924 0.0000 
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ARDL
Variable Coefficient Std. Error t-Statistic Prob.    

     
     DEEP 3.741759 0.899766 4.158590 0.0008 

GCF -5.117810 1.380832 -3.706324 0.0021 

OPEN -0.122280 0.129431 -0.944753 0.3598 

TCH -0.463815 0.133548 -3.473016 0.0034 

C 4.301708 1.473360 2.919658 0.0106 
     
     EC = GDP - (3.7418*DEEP  -5.1178*GCF  -0.1223*OPEN  -0.4638*TCH + 

        4.3017 )   
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