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Abstract:

This study aimed to analyze the relationship between the twin deficit and inflation in the Algerian economy during
the study period by examining the impact of both the budget deficit and the current account deficit on inflation.
The study adopted a descriptive-analytical approach for the theoretical framework and an econometric approach
for the empirical analysis using the Autoregressive Distributed Lag (ARDL) model. The stationarity of the
variables was verified through the Augmented Dickey—Fuller (ADF) test, followed by the Bounds Test to examine
the existence of a long-run equilibrium relationship.

The results revealed the existence of a twin deficit problem through the causal relationship between the current
account and the budget deficit. The research also concluded that the twin deficit exacerbates the inflation problem
by raising its rates. Proposals were put forward that align with the research findings.

Keywords: Twin Deficit, Inflation, Budget Deficit, Current Account Deficit, Algeria, ARDL Model.
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04 0| 0.0000 0| 0.0000| 0.0021
Signific
*%k% *%k*%k *%k% *%k*%k *%k*%k *%k%

A5 2 (%10 %5 %1) dis 4 sinall (s giuwa ) judd (* * ex) -

Aginall ae ) il (NO) -

Eviews 12 gl n zl e i) Saldl dae] e 1 jdaal)
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Ay A )i ST Ll dad J8 338 3 ¢ARDL (1,0,1,0,0,0) s» Jia¥! z3 sail) of geiliall & jeal 5 eclibl] dae D Judadl 3y 531)
(1) JSaL a0 LS5 Jyshall 5 juaail) cpla¥) 8 Gl jnial) cp A3l a8l Caus) aleay Lae gz dlall

Akaike Information Criteria (top 20 models)
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Eviews 12 gz e 13ie) Ealill dac) e 1 daal)

(Bounds Test)d sidall Jalsill i) 4-3

Aotloas] e (o il i selal s el Jall il yuaia oy JaY) Al sk 43l 55 A83e 2 5a 5 e il (Bounds Test) 2saall L) s sl
by g5 A e (%5) A sina s siva 2ie eV SN Guaall da ) 4l e el a5 ¢11.3683 @il 4 suadi(F)
46 )) 55 A8 dsa (M) Aagiill o8 il (3 saill Ol e G @ il JalSEABDe 0 ga g 2l Al ALl A 8l J sl g aded) A 8
LeS 5 <l pusiall (s A8l 05 & ARDL z3sai aladinl om L s 5 e AY) @ il g ool i) aall s adizail) g Ja¥) A5k
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Bounds test Approach

Test Statist. Value | Signific. 1(0) 1(1)
F- Statist. | 3683.11 %10 3.23 583.
K 5 %5 3.77 983.

2.5% 2.99 410
1% 3.85 474.

Eviews 12 zl » &l e Blaic) Ealdl dhae] o 1 jdaal)
Granger Causality Teat sl S sl cibdall JL53) 4-4

Dl il ek s ((2023-1995) saall il jall b Gs,ﬁy\ e g adl S0 A ) 283Dl s il slaf (6) Jsaadl (e oy
dagin Jabiie 550 ga 5 e o Lae ¢(X2) 5 (XL) Crriall e IS5 (Y) @) nciall (pa olad¥1 4005 G A83e 3 san 5 o) S A
WMo ek a3 ((X5) 5 (X2) o iS5 ((X5) 5 (XL) O «(X2) 5 (XL) O elad¥) Al Ay e 3 g 5 giliil) < jelal LS
A sina ) el Las ((%5) 4 sina (5 s die A sine G ClBe ekl Al ) i) A Wl (X1) ) (X3) e oV dgalad A

toh LS Al )all 3ae DA W il

A3l i sal) it co sadl S Ay ABBMAY) LGS) 1(3) Jsaad
Granger Causality Tests

Sample: 1995 2023

Lags: 2
Null Hypothesis: Obs F- Prob.
Statistic

X1 does not Granger Cause Y 27 410864 0.0014
Y does not Granger Cause X1 3.05959 | 0.0423
X2 does not Granger Cause Y 27 4.56903 0.0142
Y does not Granger Cause X2 2.96240 0.0397
X3 does not Granger Cause Y 27 1.46956  0.2517
Y does not Granger Cause X3 0.16419 | 0.8496
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X4 does not Granger Cause Y 27 3.13917 0.0632
Y does not Granger Cause X4 1.36169 0.2770
X5 does not Granger Cause Y 27 2.24812 0.1293
Y does not Granger Cause X5 0.17878 | 0.8375
X2 does not Granger Cause X1 27 4.43022 0.0242
X1 does not Granger Cause X2 4,17061 ' 0.0288
X3 does not Granger Cause X1 27 4.31045 0.0363
X1 does not Granger Cause X3 0.04096 | 0.9599
X4 does not Granger Cause X1 27 0.30364 0.7412
X1 does not Granger Cause X4 0.07263  0.9302
X5 does not Granger Cause X1 27 5.68889 0.0078
X1 does not Granger Cause X5 4.96049 | 0.0382
X3 does not Granger Cause X2 27 0.01714 0.9830
X2 does not Granger Cause X3 0.71762 | 0.4990
X4 does not Granger Cause X2 27 0.10358 0.9020
X2 does not Granger Cause X4 0.15983 0.8533
X5 does not Granger Cause X2 27 6.22437  0.0208
X2 does not Granger Cause X5 4.75386 = 0.0192
X4 does not Granger Cause X3 27 2.77071 0.0845
X3 does not Granger Cause X4 0.86886 ' 0.4333
X5 does not Granger Cause X3 27 0.52992 0.5960
X3 does not Granger Cause X5 1.77458 = 0.1930
X5 does not Granger Cause X4 27 0.59594  0.5597
X4 does not Granger Cause X5 1.30629 = 0.2910
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ilS 3 (Jyshll da¥) (A adaill Jare s Ay il @ i) G dglan) AV I3 d8le 25a s (ARDL) z3sai i gilis < jekil
LBV (A adaill Ve (A g el il Saadl G yirie A sl G e Jay Ly dilide Gl gie die 4 gine & el O lelae
bl i JED ) el eSay Laa ol yriall and 4 gine <l 380 0 g g peail)l Jal) @5 Cain WS cdyshall gaall e g 5 )
Son s z3gall Of i la 98 560,763 523 (R2) sl Jalae dad ialy LS (il juaail) Ja¥) I8 adicaill Jana ) doobaiy)
& ndlas zisalll 335 K5 M jeY) cdysina (F) dflas) daf S (a8 aiail) Jaa e ki Sl @l i) (476%

- (3) Jsaadl zeam so LaS 5 Al )all Dl i (G 48Dl s

S8 (A gisal) il i (ARDL) gisal s gl 1(4) Jsaad
Method: ARDL (1,0, 1, 0, 0, 0)

Maximum dependent lags: 2 (Automatic selection)

Model Selection Method: AIC Included observation: 27

Variables Coeffici. Std. Error t- Statist. Prob.
Long Run Coefficients

X1 0.129133 0.152958 -5.844238 0.0085
X2 0.150975 0.138057 -6.093567 0.0071
X3 0.726546 0.582985 -4.246251 0.0271
X4 0.015361 0.200402 -4.076651 0.0397
X5 0.140812 0.099095 -5.420983 0.0107
Short Run Coefficients

C -5.685813 0.678447 -8.380629 0.0000
D(X1) 0.057723 0.069380 -3.831990 0.0152
D(X3) 0.324772 0.241358 | -3.345601 | 0.0135
D(X4) 0.006866 0.088914 -71.077226 0.0092
D(X5) 0.062944 0.045193 -7.392800 0.0090
ECM * -0.647008 0.050420 -8.865691 0.00000
R?2 0.763250 Adjusted R? 0.744310
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F- Statist. 40.29832 Prob. (F- Statist.) 0.000000

(S A (%10 %5 ol) 2 &ysinall (s gicsa ) gpdid (¥ F* FF%)
Aysinall 2o M) pdd (NO) -
(ECM) Usi) grnuai Jalaa () i3 (*) -

Eviews 12 7l gl e Blie) caalil slae] (e 1 daal)

(ECM)Uadd) miaucai dalza 4-6

G Lo o ) dagiil) s iy ¢ ppaill Jal) 8 OB G Ggan die Ja¥) s o) sl Al ) 23 saill 3 gad Aalia de judga g
L jlise A <l pusiall G A8Mal) asad Allad pranat A0l 3 gn g X3 Lay 3 53 538 JOIA danat o ) )5l e il i) (064.7%
@)\Jﬂ\

(3) Jsaall & lly i g Ll

G:\JA:\S‘ ua'.gi.a.ﬁ i \ddl 4-7

oslad Hlisl c‘;ﬂﬂ\ Ll lad) caled s‘;u\.)sj\ CJ}A.\S\ Ladla e @il a3l Gl HLAY) e A gana Al Al Chadic)
23l 5 i) &bl s CUSUMSQ). 5 (CUSUM) colSeel) 15l (s sl ) Bl ¢ 3 sl onlall 3 sl il 5 ccybl
CJ}A.J\ OMalra ) in) e Ja e a9 da jall dgaall d';be:\ﬂ\ el ) Eai) Gl Hlas L\lﬁ\ LS cB}y@uﬁﬁuMw‘;\L’-}y

. sl 33 IO Al Hall ol s (g A8 M‘f‘\:\:\;v\m‘j

43 gldad) pUad adall il JLGd) (1

L,_\x\ paall Lo b Jii e 5 ((95) (e ST 4 sine (5 s s (0.166) coly 88 HLaa S Zilas ) dal) of cobial (2) JSEl (e ey
. H 1 Z - . R @ % .
At A5 (g jlmae ol jaily Jlall (g glue Jangia i all (B jatall Z3eadY) A Lada Lag 68 & 568 A0 gliall elad) G )l

.(1.932)
8
Series: Residuals
7 - Sample 1996 2023
. Observations 28
5 Mean -1.07e-15
Median 0.229675
4 Maximum 4.071071
Minimum -3.802095
3 Std. Dev. 1.932546
Skewness 0.003055
24 Kurtosis 2.622594
1 Jarque-Bera  0.166218
0 Probability 0.920251

-4 -3 -2 -1 0 1 2 3 4 5
S5l B 73 eaid A gdiad) pUAS Ladall a6l LSRN 1(2) JSl)
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Serial Correlation LM Test by:
Breusch and Godfrey

F- Statist. 3.823868 | Prob. F (1,9) (0.0654)No

Obs.*R- Squared Prob. Chi- Square | 0.2303
4.691067 (2)

MJ.B.AS\ pis Uj\ (NO) -
Eviews 12 g4y il Je Blie) Galdl slae) (e 1 jiaall
) i e Altda LA 3

edﬂ\é\.\m_)sd.\s.\mlc}c(%S)L}AJAS\MJ.\MLS}MA.U(O610407)@MJMAMMLA;Y\M\U\ ul_u\( )djaal\u,ac_.a.u
u.\\_uj\s_ﬂ_\.u M}.\;ﬂ\\.\)}i@)dﬂd\cdw&\u\&uﬂ@\

Aol Bz dgaill o) cld ate AEa JLAd) ;1 (6) Jsad)
Heteroskedasticity Test by:
Breusch-Pagan-Godfrey

F- Statist. 0.610407 | Prob. F (7,20) (0.7408)Ne

Obs.*R- Squared Prob. Chi- Square  0.6686
4.928956 (2)

MJM‘ axe uj\ (NO) -
.Eviews 12 zl yn gz e Plie) Gall) dlae) (e 1 jdaall
:odhal) 3 sal¥) dg ) i L8 (Ll

QJ:.Y\) Cpaadl DS A jall agoall Jaly ad g 28 o glaall Al ll aS) 5 & ganall LAY SLll Jasl) ol eolial (3) sl e C_.A.u
CAJA.N\ < Lol s 1) aial lia G e Jxind Cage <l e 32Uy Al ol a0 JA cilaledll ) il | TR PRRT (U_aaﬁ!\}
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-0.4

T
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—— CUSUM of Squares ----- 5% Significance |
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