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Causality and cointegration Testing between Savings and Investment in the Algerian
Economy during (1970-2011)
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Abstract: This Study aims to examine the relationship between the savings and the investment
rates in the Algerian economy during the period (1970-2011). In order to test whether the two time
series are stationary or not, we use some statistical tools, as well as unit root tests, We also
determine the integration order of each variable separately. The two series seem integrated of same
order. We use the Granger causality, Engle-Granger and Johensen cointegration tests to detect the
existence of long-run relationship between these two variables. It turned out that the equilibrium
relationship between the savings and investment in the Algerian economy during this period don't
exist. It is due to the nature of the national economy, which is heavily based on hydrocarbons
sector as a main source of the national income, the foreign exchange, the undiversified economic
activity and exports and absorptive capacity of the national economy.
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Date: 06124113 Tirme: 17.07 Dependent Variable: IPIB

Sample: 1870 2011 Method: Least Squares
nelued obeenafions. 12 Date: 062413 Time: 15:45
Aulocorrelaion  Partial Gorrelation AC PAC Q:Btal Prob garmple: 19702011
Included ohservations: 42
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11,52 | 11,60 | 11,89 | 11,83 | 11,61 | 11,51 | AIC (0l i)l e JalS5A8ke 3255 Y r=0
TET A K VA T B [ ok
12,67 | 12,55 | 12,66 | 12,43 | 12,04 | 11,76 | sC ST o G A S e 5y | f— 1S 7S]
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Painwise Granger Causality Tests
Cate: 061713 Time: 16:13
Sample: 1970 2011

Lans: 2

Mull Hypothesis: Ohs  F-Statisic ~ Prob.
DSPIA does not Granger Cause DIPIB 38 107R19 0362
DIPIB does not Granger Cause DSPIB 1482500 0230

Laldl alas) ¢ juaall

Comallt g & Jidiall JalSil) USRI 1 (7) s
Date: DBM1613 Time: 12:41
Sample (adjusted): 1872 2011
Included ohservations: 40 after adjustrments
Trend assumption: Linear deterministic trend
Series: IPIB SPIB
Lags interval in first differences); 1 101

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo, of CE(s) Eigenvalue Siatistic Critical Value  Prob*
Mone 0.147278 10.34567 1549471 0.2551
Atrnost1* 0.094547 3472818 3.841466 0.0462

Trace testindicates no cointegration atthe 0.05 level
*denntes rejection ofthe hypothesis at the 0.05 [evel
*Mackinnan-Haug-Michelis {1998) p-values
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