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Measuring and Analyzing the Sensitivity between Budget stock and Monetary Mass
using Scenarios - Case study of Algeria during the period 1970-2020
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Abstract:

This paper aims to measure and analyze the relationship and sensitivity that can arise between
the budget stock and the money supply in the Algerian economy during the period (1970-2020)
based on the scenarios technique extracted from the VAR model, The study reached the following
results: The budget stock for the past two and three years affects the monetary mass significantly
and inversely , as the size of the effect reached -0.51, -0.35 respectively. On the other hand, the
monetary mass for the past year (for the two and four years late) also affects the budget stock
significantly and inversely (positively), as the size of the effect reached -0.62 (0.86, 1.01
respectively ). The results of the different scenarios confirm the inverse relationship between the
two variables during the forecast period (2021-2030), as the decrease ( increase) of the budget
deficit by 10% will lead to a raising ( decrease) of the mony supply compared with baseline level
to reach 24853.21 (24106.1) billion dinars in 2030. As for raising (reducing) the size of the
monetary mass by 15%, it will contribute to reducing (raising) the budget stock compared to the

baseline level, reaching -1766.07(-93.12) on average during the forecast period.
Key words: Budget stock, Monetary Mass , VECM Model, Impulse Response Functions, Scenarios.
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Trend assumption: Linear deterministic trend
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Induded obsenations: 51

Carelafions are asymptofically consistent approximations:

Unrestricted Cointegration Rank Test (Trace)

W2.38() 12, 3B(+) il lead
Hypothesized Trace 0.05
No.ofCE(s)  Eigenvalue Statistic Critical Value ~ Prob.**
m— m— 0 -0.7855 7858
None * 0468689 3259655 1549471 0.0001 | o 107860 0740
At most1 0.032295 1608569 3841465 02047 0 = 7 0747 56
Trace testindicates 1 caintegrating eqn(s) at the 0.05 level  — — 307254 05985

* denotes rejection of the hypathesis atthe 0.05 level
**HacKinnan-Haug-Mlichelis (1999) pvalues
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Cholesky Ordering: S8 M2
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@qfdist(0.90,1,46) =2,82 « @qtdist(0.99,46)= 2,41 «@qtdist(0.90,46)=1,3 « @qtdist(0.95,46)=1,68 .
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