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The impact of financial liberalization on the balance of payments: an
econometric study in Algeria during the period 1990-2021
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Abstract:

The study aimed to find the impact of some indicators of financial
liberalization (the real effective exchange rate, the real interest rate and
domestic credit to private sector) on the Algerian balance of payments
during the period 1990-2021 .The ARDL model was applied in the study,

The study, it was found that there is a negative effect in the long and

short term of the real interest rate on the balance of payments, the real
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effective exchange rate and domestic credit to private sector have a negative
effect in the long term, while they did not have any significant effect in the
short term on the balance of payments.

Keywords: financial liberalization; balance of payments; exchange rate;
interest rate; domestic credit to private sector.
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ARDL Bounds Test

Null Hypothesis: No long-run relationships exist
Test Statistic Value K
F—statistic 7.725168 3

Critical Value Bounds
Signiﬁcance 10 Bound 11 Bound
10% 2.72 3.77
5% 3.23 435
2.5% 3.69 4.89
1% 4.29 5.61
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ARDL Cointegrating And Long Run Form

Variable Coefficient Std. Error t—Statistic Prob.
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Cointegrating Form

Variable Coefficient | Std. Error | t—Statistic | Prob.
DBOP(-1)) 0.071107 0.146030 0.486934 | 0.6313
D(LRIR) -23.445174 5.322238 -4.405134 0.0002
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D(LRIR(-1)) -0.572143 1.790286 -0.319582 0.7524
DREER) 0.174525 0.330924 0.527386 0.6035
D(DCPS) -0.742967 0.451498 -1.645560 0.1147

CointEq(-1) -0.361495 0.119861 -3.015939 0.0066

Cointeq = BOP - (-58.0981*LRIR -0.9961*REER -2.0553*DCPS +339.6896 )
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ARDL(2,2,1,0)

Dependent Variable: BOP

Method: ARDL

Date: 08/11/23 Time: 00:38

Sample (adjusted): 3 32

Included observations: 30 after adjustments

Maximum dependent lags: 2 (Automatic selection)

Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): LRIR REER DCPS
Fixed regressors: C

Number of models evalulated: 250

Selected Model: ARDL(2, 2, 1, 0)

Note: final equation sample is larger than selection sample

Series: Residuals
—_— Sample 3 32
Observations 30
Mean 1.04e-15
Median -0.512149
Maximum 14.46816
Minimum -11.37584
Std. Dev. 5.454653
Skewness 0.360833
Kurtosis 3.441198
Jarque-Bera  0.894321
’—'— ’—‘ Probability 0.639441
T T T
-10 5 10 15
O s - -
5 CUSUM J4ia) gildi :05 a8 (3ala
CUSUM of Squares
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Variable Coefficient Std. Error t-Statistic Prob.*
BOP(-1) 0.709612 0.150507 4714825 0.0001
BOP(-2) -0.071107 0.146030 -0.486934 0.6313
LRIR -23.44517 5.322238 -4.405134 0.0002
LRIR(-1) 1.870864 0.994409 1.881382 0.0739
LRIR(-2) 0.572143 1.790286 0.319582 0.7524
REER 0.174525 0.330924 0.527386 0.6035
REER(-1) -0.534596 0.192448 -2.777878 0.0113
DCPS -0.742967 0.451498  -1.645560 0.1147
C 122.7961 32.65156 3.760802 0.0011
R-squared 0.870533 Mean dependentvar 1.316000
Adjusted R-squared 0.821212 S.D. dependentvar 15.15959
S.E. of regression 6.409977 Akaike info criterion 6.796913
Sum squared resid 862.8439 Schwarz criterion 7.217273
Log likelihood -92.95370 Hannan-Quinn criter. 6.931390
F-statistic 17.65042 Durbin-Watson stat 1.634660
Prob(F-statistic) 0.000000
02 o3y ko
Breusch-Godfrey Serial Correlation LM Test
F-statistic 0.672400 Prob. F(2,19) 05222
Obs*R-squared 1.983012 Prob. Chi-Square(2) 0.3710
03 o3 gbs
Heteroskedasticity Test Breusch-Pagan-Godfrey
F-statistic 1242626 Prob.F(8.21) 03238
Obs*R-squared 9.638671 Prob. Chi-Square(8) 02913
Scaledexplained 88 5764827 Prab. Chi-Square(8) 0.6736
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