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Abstract:

The study focused on studying the relationship between the quantity of money and economic growth
in Algeria by working on two time series for the period from 1970 until 2019, by using the Engle-Granger
methodology and the error correction model ECM, with the aim of testing the existence of a causal
relationship between the two variables and determining their direction in the short and long runs, thus the
study concluded the existence of a causal relationship in the short run from the quantity of money towards
the gross domestic product. Otherwise for the long run, the causation was in both directions, i.e. a circular
relationship, which expresses a special case for Algeria that differs comparing with both the traditional
theory and the Keynesian approach
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Pairwise Granger Causality Tests
Date: 08/18/20 Time: 19:41
Sample: 1970 2019
Lags: 1
Null Hypothesis: Obs  F-Statistic Prob.
DGDP does not Granger Cause DM2 48 1.35032 0.2513
DM2 does not Granger Cause DGDP 8.08436 0.0067
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