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Abstract:

This study attempts to examine the impact of financial liberalzation on financial development
and show the role of institutional quality in this relationship Algeria case study during the
period 1990 to 2011, This analysis is based on the bound testing approach or the
autoregressive distributed lag (ARDL) given by Pesaran, et al. (2001).The empirical results
show thatthe interaction between financial liberalization and institutional environment have a
negatif impact on financial development, thisresult insist about more financial and
institutional reformsaim to contribute in development of financial system.

Keywords:financial liberalization, financial development, ARDL model.
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First Difference 1) Gl

olaly s
-5.231272(2)***
~16.04821(16)***
-4.402487(6)**
~4.767303(4)***
~3.775080(2)***
~13.61188(16)***

Lass il

~5.346434(2)%**
~7.534587(12)%**
~4.559009(6)**
~4.615063(2)***
~3.854080(2)***
~10.26638(19)***

oladly o

~2.336803(0)
~2.652027(0)

~1.857322(0)
~1.663490(0)
~3.468015(4)
~15.75669(20)* **

(
~2.221888(3)

(

(

Level (g5l
Lass eyl
-1.205621(2)
—2.304723(2)
-1.185556(5)
-1.200403(2)
-1.696281(1)
—1.422453(11)
-4.832367(0)***
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Dependent Variable: Fl

Method: ARDL

Date: 12/31/18 Time: 12:17

Sample (adjusted): 1992 2016

Included observations: 25 afteradjustments
Maximum dependentlags: 2 (Automaticselection)
Model selectionmethod: Akaike info criterion (AIC)
Dynamicregressors (2 lags, automatic): FLI FLIIQI GDPG INF TR FDI

Fixedregressors: C

Number of modelsevalulated: 1458
Selected Model: ARDL(1, 0, 0, 2, 2, 2, 1)

Eviews10 gl p e dkiels 1 juadll

s ardl zigad a8 milii 0648, J gl

Variable Coefficient Std. Error t-Statistic Prob.*
FI(-1) -0.687558 0.190980 -3.600147 0.0048
FLI -0.008998 0.002168 -4.149834 0.0020
FLIIQI -0.000759 0.000203 -3.733830 0.0039
GDPG 0.003499 0.000993 3.524684 0.0055
GDPG(-1) -4.93E-05 0.001115 -0.044232 0.9656
GDPG(-2) -0.003376 0.001018 -3.315996 0.0078
INF 0.000365 0.000430 0.848931 0.4158
INF(-1) -0.001975 0.000409 -4.824870 0.0007
INF(-2) 0.000350 0.000379 0.922534 0.3780
TR 0.001329 0.000584 2.276123 0.0461
TR(-1) -0.000149 0.000617 -0.241825 0.8138
TR(-2) 0.002214 0.000681 3.250616 0.0087
FDI -0.004183 0.004523 -0.924858 0.3768
FDI(-1) -0.030448 0.005849 -5.205569 0.0004
C 0.389831 0.079654 4.894058 0.0006
R-squared 0.922897 Meandependent var 0.277886
Adjusted R-squared 0.814953 S.D. dependent var 0.014288
S.E. of regression 0.006146 Akaike info criterion -7.062201



Sumsquaredresid 0.000378 Schwarz criterion -6.330875

Log likelihood 103.2775 Hannan-Quinn criter. -6.859362
F-statistic 8.549768 Durbin-Watson stat 1.739560
Prob(F—statistic) 0.000847

*Note: p-values and anysubsequent tests do not account for model
selection.
Durbin—Watson Aflas) aladinly S dals ) ASSe e (Slay Yz dsaill o) A i
L) dsag e A jeis A 52 e @ Al 5 1.739560  Lead gslus A stat

laay) Alolas st Julusia

Fdad o)) eday Cun 0 Joanll 3 e sl @l jiiiall Jolall sgaal) Lol dmgiag Ll
AN g ie 3.9 eV Adgoall G e ST 13.82898 (g5l dysusll statistic
On lidie JalS ADle dgay (o) diidie JalSS dgag adey AN aell dp i il i lae ¢ %5

sl il yuia

Jashall JaV D lebee i il 5 Sldall JalSall agaa lad) 5l 107 a8y Jgaad)

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.

FLI -0.005332 0.001254 -4.252966 0.0017
FLIIQI -0.000450 0.000122 -3.694446 0.0041
GDPG 4.32E-05 0.001078 0.040105 0.9688
INF -0.000747 0.000251 -2.976934 0.0139
TR 0.002011 0.000534 3.766508 0.0037
FDI -0.020522 0.004788 -4.286538 0.0016

C 0.231003 0.034686 6.659876 0.0001

EC = FI - (-0.0053*FLI -0.0004*FLIIQI + 0.0000*GDPG -0.0007*INF + 0.0020
*TR -0.0205*FDI + 0.2310)

F-Bounds Test NullHypothesis: No levelsrelationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000

F-statistic 13.82898 10% 1.99 2.94
K 6 5% 2.27 3.28
2.5% 2.55 3.61

1% 2.88 3.99

FiniteSample:
ActualSample Size 25 n=30
10% 2.334 3.515
5% 2.794 4.148
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ARDL Error Correction Regression
Dependent Variable: D(FI)

Selected Model: ARDL(1, 0, 0, 2, 2, 2, 1)
Case 2: Restricted Constant and No Trend
Date: 12/31/18 Time: 12:26

Sample: 1990 2016

Included observations: 25




ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic
D(GDPG) 0.003499 0.000543 6.446038
D(GDPG(-1)) 0.003376 0.000620 5.446856
D(INF) 0.000365 0.000213 1.712228
D(INF(-1)) -0.000350 0.000198 -1.769554
D(TR) 0.001329 0.000237 5.606567
D(TR(-1)) -0.002214 0.000315 -7.024377
D(FDI) -0.004183 0.002069 -2.021597
CointEq(-1)* -1.687558 0.123054 -13.71401
R-squared 0.937230 Meandependent var
Adjusted R-squared 0.911383 S.D. dependent var
S.E. of regression 0.004714 Akaike info criterion
Sumsquaredresid 0.000378 Schwarz criterion
Log likelihood 103.2775 Hannan-Quinn criter.
Durbin-Watson stat 1.739560

* p-value incompatible with t-Bounds distribution.

F-Bounds Test NullHypothesis: No levelsrelationship
Test Statistic Value Signif. 1(0)
F-statistic 13.82898 10% 1.99
k 6 5% 2.27
2.5% 2.55
1% 2.88

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.470543 Prob. F(14,10) 0.9041
Obs*R-squared 9.928506 Prob. Chi-Square(14) 0.7674
Scaledexplained SS 0.825584 Prob. Chi-Square(14) 1.0000

Test Equation:

Dependent Variable: RESID/2
Method: Least Squares

Date: 12/31/18 Time: 12:42
Sample: 1992 2016

Included observations: 25

Variable Coefficient Std. Error t-Statistic Prob.
C 0.000184 0.000245 0.750622 0.4702
FI(-1) -0.000557 0.000588 -0.947024 0.3659
FLI -8.19E-07 6.67E-06 -0.122815 0.9047
FLIIQI -5.73E-08 6.25E-07 -0.091552 0.9289
GDPG 7.09E-07 3.05E-06 0.232125 0.8211
GDPG(-1) 1.76E-06 3.43E-06 0.512904 0.6192
GDPG(-2) -1.82E-06 3.13E-06 -0.581563 0.5737
INF 1.28E-06 1.32E-06 0.967546 0.3561
INF(-1) -9.09E-07 1.26E-06 -0.721538 0.4871
INF(-2) -1.29E-06 1.17E-06 -1.106571 0.2944
TR -9.22E-07 1.80E-06 -0.513314 0.6189

TR(-1) -5.07E-07 1.90E-06 -0.266701 0.7951



TR(-2) 1.57E-06 2.10E-06 0.751131 0.4699
FDI -4, 54E-06 1.39E-05 -0.326263 0.7510
FDI(-1) -3.43E-06 1.80E-05 -0.190428 0.8528
R-squared 0.397140 Meandependent var 1.51E-05
Adjusted R-squared -0.446863 S.D. dependent var 1.57E-05
S.E. of regression 1.89E-05 Akaike info criterion -18.62970
Sumsquaredresid 3.58E-09 Schwarz criterion -17.89837
Log likelihood 247.8712 Hannan-Quinn criter. -18.42686
F-statistic 0.470543 Durbin-Watson stat 2.479625
Prob(F-statistic) 0.904113
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