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Abstract:

This study examine the impact of income on consumption in
Algeriathrough empirical analytical study during 1980-2017, the
finalconsumption of households CFM as dependent variable and
disposableincome yd, inflation, unemployment and interest rate as
independent variables using VECM.The results found a positive effect
of yd on CFM (this corresponds tothe Keynesian theory), also int has a
positive impact on consumption.
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LNCFM LNYD LNINT LNINF LNCHOM
Mean 6.918598 7.180509 1.363509 1.838156 2.832595
Median 7.368941 7.550856 1.195298 1.761181 2.869034
Maximum 8.887719 9.320784 2.808197 3.455054 3.460723
Minimum 4.216806 4.406885 0.559616 -1.108663 2.163323
Std. Dev. 1.472706 1.577066 0.731118 0.933937 0.412786
Skewness -0.428053 -0.342437 0.341663 -0.533069 -0.101847
Kurtosis 1.833499 1.800093 1.791119 4.209128 1.515101
Jarque-Bera 3.314935 3.022313 3.053183 4.114514 3.556826
Probability 0.190621 0.220655 0.217275 0.127804 0.168906
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UNIT ROOT TEST TABLE (PP)

At Level
LNCFM LNYD LNINF LNINT LNCHOM
With t-Statistic -2.0843 -2.0294 -2.6556 -0.8880 -1.3351
Constant Prob. 0.2518 0.2735 0.0914 0.7809 0.6029
n0 n0 & n0 n0
With t—Statistic -0.8391 0.2951 -3.0120 -1.5252 -1.5427
Constant & Prob. 0.9524 0.9979 0.1427 0.8025 0.7960
Trend
n0 n0 n0 n0 n0
Withou t-Statistic 4.1940 1.6947 -1.0513 -0.6959 -0.5127
t Constant Prob. 1.0000 0.9760 0.2591 0.4085 0.4876
& Trend
n0 n0 n0 n0 n0
At First Difference
d(LNCFM) d(LNYD) d(LNINF) d(LNINT) d(LNCHOM)
With t—Statistic -3.8817 -5.4133 -8.5663 -4.0709 -3.7565
Constant Prob. 0.0052 0.0001 0.0000 0.0031 0.0072
With t-Statistic ~4.1712 -6.0628 -8.4627 -4.2153 -3.6224
Constant & Prob. 0.0117 0.0001 0.0000 0.0105 0.0418
Trend
Withou t—Statistic -1.8638 -4.8881 -8.6805 -4.1164 -3.8487
t Constant Prob. 0.0601 0.0000 0.0000 0.0001 0.0003
& Trend
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Trace statistic

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob. **
None * 0.660201 86.31998 69.81889 0.0014
At most 1 0.520944 47.46156 47.85613 0.0544
At most 2 0.295924 20.96780 29.79707 0.3596
At most 3 0.161092 8.336528 15.49471 0.4301
At most 4 0.054382 2.012979 3.841466 0.1560

Trace test indicates 1 cointegratingeqn(s) at the 0.05 level
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ol
Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.660201 38.85843 33.87687 0.0117
At most 1 0.520944 26.49376 27.58434 0.0684
At most 2 0.295924 12.63127 21.13162 0.4867
At most 3 0.161092 6.323549 14.26460 0.5721
At most 4 0.054382 2.012979 3.841466 0.1560

Max-eigenvalue test indicates 1 cointegratingegn(s) at the 0.05 level
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Trace statistic=86.31>Trace stat(5%)=69.81
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i) el da s paai . 1.5.4.4
«haiall e degeaad (Sl elad @ e VECM zlgal aaia
Ailage Slyiiag Bylube o Al Clysiall o) G e el i e slaeYl
s op dal Gey oAV Aliadl Shgiall I ALEYL e Ak iy
(11 458a 2016 cpmly) J8 o adias Al p olay) 558 aaas ny VECM
t QU Jgaall anlagy LS schwarz Ll
el bl das 3% 106 gaa

Lag LogL LR FPE AlC sC HQ
0 -57.88784 NA 2.78e-05 3.699285 3.923749 3.775834
1 122.3346 296.8370 3.07e-09 -5.431449 -4.084660* -4.972156
2 153.5196 42.19140* 2.36e-09 -5.795270 -3.326157 -4.953231
3 183.5675 31.81544 2.33e-09 -6.092206 -2.500769 -4.867423
4 223.3553 30.42600 1.84e-09* -6.962079* -2.248319 -5.354552*
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Dependent Variable: D(LNCFM)

D(LNCFM) = G(1)*( LNCFM(-1) - 0.942721622871*LNYD(-1) +
0.0610683188333*LNINT(-1) - 0.113853166658*LNINF(-1) -
0.336121074262*LNCHOM(-1) + 0.925135795391 ) + C(2)*D(LNCFM(
~1)) + C(3)*D(LNYD(-1)) + C(4)*D(LNINT(-1)) + C(5)*D(LNINF(-1)) +

C(6)*D(LNCHOM(-1)) + C(7)

‘ Coefficient Std. Error t—Statistic Prob.

C(1)* ECT -0.448903 0.126397 -3.551540 0.0013
C(2)* Incfm (1) -0.292282 0.302164 -0.967297 0.3414
C(3)* Inyd (-1) 0.318205 0.320966 0.991399 0.3297
C(4)* Inint  (~1) 0.108881 0.061736 1.763647 0.0883
C(5)* Ininf  (~1) -0.020099 0.014910 -1.347980 0.1881
C(6)* Inchom (-1) -0.18349%4 0.077806 -2.358343 0.0253
C(7)* @ 0.116652 0.028054 4.158044 0.0003
R-squared 0.504458 Mean dependent var 0.123615
Adjusted R-squared 0.401931 S.D. dependent var 0.081869
F-statistic 4.920287 Durbin-Watson stat 2.108067
Prob(F-statistic) 0.001399 ‘
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D(LNCFM)=- 0.44890260359* (LNCFM(-1)-
0.942721622871*LNYD(-1) + 0.0610683188333*LNINT(-1)-
0.113853166658*LNINF(-1)-0.336121074262*LNCHOM(-
1)+0.925135795391)-0.292282300625*D(LNCFM(-
1))+0.318205450624*D(LNYD(-1))+ 0.10888096113*D(LNINT(-
1))-0.0200989393079*D(LNINF(-1))-
0.183493524714*D(LNCHOM(-1)) +0.116651544508
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