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The Diagnosis of Algeria’s Economic Option in Light of
Impossible Trinity theory
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Abstract

This study aims to diagnose the reality of Algeria's economic policy choices within the
framework of the Impossible Trinity theory, which posits the impossibility of simultaneously
achieving monetary policy independence, exchange rate stability, and free capital mobility.
The research employed both descriptive and statistical methods to analyze monthly data from
2000 to 2024, using composite indicators for the three variables, based on data from local and
international sources, and processed using Eviews software. The findings indicate that Algeria
maintained relative exchange rate stability despite global crises, achieved notable monetary

policy independence especially between 2005 and 2019 and continued to restrict capital
mobility due to government interventions. The study concludes that Algeria adopts a partial
balance among the three objectives, which makes its economic policy vulnerable to external

shocks given the ongoing reliance on hydrocarbon exports.

Keywords: Algerian economy, impossible trinity theory, exchange rate, monetary policy, capital
mobility, Cointegration test.
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Observations 300 Sample 2000M01 2025M01 SeE TR _RATE e

Mean | Median | Maximum | Minimum | Std. Dev | C.v% | Jarq-Bera | Probability

4.085833 | 4.000000 | 8.500000 | 3.000000 | 0.980542 | 23.9105 | 377.9429 0.000000

(eviews by Sl 2) il sl el

L Sl Jodt 1.3.3

Jzme A5 e Joy 1 0.98 (g)lall G2Vl L 251 90.4.09 Gl Lol ush,
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Ju « 2000 sy 3 g %85 a3Vl udly 2025-2020 & Joe B3 35wk AL
el asd) a8 ¥ UL O e Sl et 45 el )l Jm UL 585 Je%04 lal
ol e dsine s U)ok 23.91%00Ms NI felasy clilozs 169
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T Bl Al 52 SNl g (2004-2000) a5 an(1.1) @ Bl o 33
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(e]0] 02 o4 06 08 10 12 14 16 18 20 22 24
(eviews by il 2) CJiall sy el
W g il s e gl BAA Alud) e oF Ly SUL gl
: Pt e A gl B audt Olhes 45k3.4.3
rSueYl fuld 1.4.3
Imgrdl) Baudl o Othanl) B g2t Ldo gl Siclax Y1 (8.3) o3, Jgad
Observations 300 Sample 2000M01 2025M01 Series: opmerkt
Mean | Median | Maximum | Minimum | Std. Dev | C.v% | Jarg-Bera | Probability
2.22e+11 | 0.000000 | 2.10e+12 | 0.000000 | 5.36e+11 | 241.1354 | 420.6999 | 0.000000
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L},ﬁ)ﬁs“ ‘5;;}.\ Sl 30 Juws dpke Y Cile b Y (93) ('5) Jgadt

Observations 300 Sample 2000M01 2025M01 Series: INTERES_RATE_EUR

Mean Median | Maximum | Minimum | Std. Dev | C.v% | Jarg-Bera | Probability

1.681500 | 1.000000 | 4.750000 | 0.000000 | 1.615736 | 0.960889 | 30.32040 | 0.000000
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r gl J4£.1.6.3
S 2aBW jleimaW Gy S5k Ldodt sl (10.3) W3y Jguds
Series:
Observations 25 Sample 2000 2024 INVESTMENT_FREEDOM_INDE
X
. : - Std. -
Mean | Median | Maximum | Minimum Dev C.v% Jarg-Bera | Probability
39.8000 | 35.00000 | 70.00000 | 20.00000 | 15.44345 | 38.80263 1.888068 0.389055
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investment freedom index
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Observations 25

Sample 2000 2024

Series:

FINANCIAL_FREEDOM_INDEX

Mean | Median | Maximum | Minimum Std. C.v% Jarg-Bera | Probability
Dev
32.00000 | 30.00000 | 50.00000 20.00000 | 7.071068 | 22.09708 | 23.03241 0.000010
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I fadly

A Sl Ope jaw kit yshay 25ei3.1.8.3

SN ol Byo s il ige yshas (12.3) o8y oot

ERSa y43 o 2024 &w 48 J) 2000 &w oo 11 & Spall e yldial yshas
O grndt 2000 2001 2002 2003 2004
ERSa 0.285735 0.366538 0.558569 0.252316 0.593107
S gt 2005 2006 2007 2008 2009
ERSa 0.587051 0.466826 0.588049 0.224405 0.555999
L PEIR] 2010 2011 2012 2013 2014
ERSa 0.475165 0.413600 0.334727 0.430004 0.439002
O g} 2015 2016 2017 2018 2019
ERSa 0.299718 0.611713 0.458067 0.599129 0.619583
L PEIR] 2020 2021 2022 2023 2024
ERSa 0.403652 0.645616 0.408984 0.569800 0.733450

(eviews by il 2) CJiall sy el

L Slam Yl Joedt 1.1.8.3

SHP Sl Do aw il gk b Siclax Y1 (13.3) 3y Jgudd

Observations 25

Sample 2000 2024

Series:

EXCHANGE_RATE_STABILITY

Mean

Median

Maximum

Minimum

Std. Dev

C.v%

Jarg-Bera

Probability

0.476832

0.466826

0.733450

0.224405

0.135386

0.284178

0.959459

0.618951
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2024 & 2019-2016-2007-2005-2002 ol AN ol s oS5
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A G R Rl A gl 25e23.2.8.3

S G i) dlpedl it e yolas (14.3) o8y Jgakt

Mla ;53 e 2024 i 5 1) 2000 v o J1531 3 L) dolndt AN yghas
<l sl 2000 2001 2002 2003 2004
Mla 0.4085179 0.6803745 0.9545455 0.516954 1
corr(ia,ie) -0.656118 0 0.090909 0.966092 0
corr(openmrkta,ie)| -0.526846 -0.639251 0 0 0
<l sl 2005 2006 2007 2008 2009
Mla 1 1 1 1 1
corr(ia,ie) 0 0 0 0 0
corr(openmrkta,ie) 0 0 0 0 0
< sl 2010 2011 2012 2013 2014
Mla 1 1 1 1 1
corr(ia,ie) 0 0 0 0 0
corr(openmrkta,ie) 0 0 0 0 0
< sl 2015 2016 2017 2018 2019
Mla 1 0.8709005 1 1 1
corr(ia,ie) 0 0.258199 0 0 0
corr(openmrkta,ie) 0 0 0 0 0
<l gl 2020 2021 2022 2023 2024
Mla 1 1 0.5516415 0.749585 0.513578
corr(ia,ie) 0 0 0 0 0
corr(openmrkta,ie) 0 0 -0.896717 -0.50083 -0.972844

(eviews by Sl 2) CJiall sy el

L Syl Jodt 1.2.8.3

A @ guddt lnbd A a3k Ldo gt Ol Y1 (15.3) o3y Joud

Sample 2000 2024

Series: ABS CORR_OPMRKTa I|[ABS CORR la I{MONETARY _INDEPENDENC
e e E
Mean 0.141460 0.078853 0.889844
Median 0.000000 0.000000 1.000000
Maximum 0.972844 0.966092 1.000000
Minimum 0.000000 0.000000 0.408518
Std. Dev. 0.301890 0.231239 0.193763
Cv% 213.4172 293.2532 0.217749
Jarque-Bera 16.99636 107.4027 8.677437
Probability 0.000204 0.000000 0.013053
Obsersvatlon 25 o o
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pde Jo Juy W 213,41 sl OV Jolas ST Lo fay LIV o ol 3 cpld Ul
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ol (2024-2023-2022-2003-2000) wiidl WS ks olpd dlie Ldd
1 Rols A gy BAAY Auldl o bgd bl odgd Ol ods dawgie S Ruadsall 4
corr(openmrkta, ie) = -0.972 :4k e 2024 w -
corr(ia, ie) = 0.966 : 4k e 2003 .. -
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A3 detV ugdy S b age 4ol (16.3) 0By Jgudt

I fadly

A G JIeell sy 8y L e5ei.3.8.3

CMFa 5 o 2024 & 26 41 2000 & 0 i1 3 D1 ogh) 87 iy s
gl 2000 2001 2002 2003 2004
CMFa 0.5 0.5 0.6 0.5 0.5
IFa 0.5 0.5 0.7 0.7 0.7
FFa 0.5 0.5 0.5 0.3 0.3
gl 2005 2006 2007 2008 2009
CMFa 0.4 0.4 0.35 0.35 0.4
IFa 0.5 0.5 0.5 0.4 0.5
FFa 0.3 0.3 0.2 0.3 0.3
A gl 2010 2011 2012 2013 2014
CMFa 0.375 0.25 0.25 0.25 0.375
IFa 0.45 0.2 0.2 0.2 0.45
FFa 0.3 0.3 0.3 0.3 0.3
A gl 2015 2016 2017 2018 2019
CMFa 0.275 0.3 0.325 0.275 0.3
IFa 0.25 0.3 0.35 0.25 0.3
FFa 0.3 0.3 0.3 0.3 0.3
Ayl 2020 2021 2022 2023 2024
CMFa 0.3 0.3 0.3 0.3 0.3
IFa 0.3 0.3 0.3 0.3 0.3
FFa 0.3 0.3 0.3 0.3 0.3
(eviews by Sl 2) CJiall sy el
: Slam Yl Jodt 1.3.8.3
Sample 2000 2024
Series: INVESTMENT_FREED|FINANCIAL_FREEDO| CAPITAL_MOBILITY_FRE
' OM a M_a DOMa
Mean 0.398000 0.320000 0.359000
Median 0.350000 0.300000 0.325000
Maximum 0.700000 0.500000 0.600000
Minimum 0.200000 0.200000 0.250000
Std. Dev. 0.154434 0.231239 0.095438
C.v% 38.80251 72.262187 26.58440
Jarque-Bera 1.888068 23.03241 3.560683
Probability 0.389055 0.000010 0.168581
Observations 25 25 25
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Cplaiel g 24U 3 A e 4o s 55,4l
ek S Ayt (B 3 (s 5131 Sl Oyl sl eseis.4.8.3

Ol v Aledl BN & G @ @ sledYl Ol eseid U Jobdl s Gug

LS SLaBY (3 IS s, BT gy Ai A bl BT (OBl el dxad (NS

f ot Aol dnludl wlo iy ohls W dry Of il & b

(Mla:1)+ (CMFa:0) + (ERSa:1) = 2 tJoVt !
(Mla:0)+ (CMFa:1) + (ERSa:1) = 2 rgul yL3
(Mla:1)+ (CMFa:1) + (ERSa:0) = 2 WA

G e B T Ol oy Ol 5 9s ) bt G gy ely Bkl 4
Agladl 4 et s Gl e e Bpo me (JlsaVl g K A5
(Mla:?) + (CMFa:?) + (ERSa:?) < 2 raldl
iy fadl a3

TRILEMMA_OPTION_ALG=MONETARY _INDEPENDENCE+EXCHA
NGE_RATE_STABILITY+CAPITAL_MOBILITY_FREDOM < 2
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Jeoedt S G B § 1 sladW Ol sy (18.3) 0By Jgudd

2024 i 56 11 2000 L oo Jorendt Soghlt & das B (g 5153 SLaBY) Olls yelas yglas

CAPITAL_MOBIL |[EXCHANGE_RATE [MONETARY_IN | TRILEMMA_OPTION_AL
ITY_FREDOM _STABILITY DEPENDENCE G
2000 0.5 0.285735 0.408518 1.194252
2001 0.5 0.366538 0.680374 1.546912
2002 0.6 0.558569 0.954545 2.113114
2003 0.5 0.252316 0.516954 1.269270
2004 0.5 0.593107 1 2.093106
2005 0.4 0.587051 1 1.987050
2006 0.4 0.466826 1 1.866826
2007 0.35 0.588049 1 1.938048
2008 0.35 0.224405 1 1.574404
2009 0.4 0.555999 1 1.955998
2010 0.375 0.475165 1 1.850164
2011 0.25 0.413600 1 1.663599
2012 0.25 0.334727 1 1.584726
2013 0.25 0.430004 1 1.680004
2014 0.375 0.439002 1 1.814002
2015 0.275 0.299718 1 1.574718
2016 0.3 0.611713 0.870900 1.782613
2017 0.325 0.458067 1 1.783067
2018 0.275 0.599129 1 1.874128
2019 0.3 0.619583 1 1.919583
2020 0.3 0.403652 1 1.703651
2021 0.3 0.645616 1 1.945615
2022 0.3 0.408984 0.551641 1.260625
2023 0.3 0.569800 0.749585 1.619385
2024 0.3 0.733450 0.513578 1.547027

(eviews by il 2) CJiall sy el

L Slam Yl Joedt. 1.4.8.3

Jeoedt S 4 o B 3 g S SLaBY Ol Ldw gl sl Y1 (19.3) 43, Jgud

CAPITAL_MOBILITEXCHANGE_RATEMONETARY _INDEP|TRILEMMA_OPTI
Y_FREDOM1 _STABILITY ENDENCE ON_ALG
Mean 0.359000 0.476832 0.889844 1.725676
Median 0.325000 0.466826 1.000000 1.782613
Maximum 0.600000 0.733450 1.000000 2.113115
Minimum 0.250000 0.224405 0.408518 1.194253
Std. Dev. 0.095438 0.135386 0.193763 0.246937
Jarque-Bera 3.560683 0.959459 8.677437 1.363496
Probability 0.168581 0.618951 0.013053 0.505732
Observations 25 25 25 25

(eviews gsbp S 2) St stas) -yl
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d3sS Aoy bl el ST e bl sum @pd gV 5yl 534S o 120242016 5 i
AW el e ol il e o

0511 o 28 £y o adle Al ) AlelST o Bl &MY 00 ¢3¢ Aoeiadi=1
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2.4

2.0 -
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0.8

0.4 _

0.0

o0 02 04 06 08 10 12 14 16 18 20 22 24

capital moibilty freedom (0-1)
——— Exchange Rate Stability (ERS)(0-1)
—— MONETARY_INDEPENDENCE
— TRILEMMA_OPTION_ALG

(eviews gaby Slr2) It stast : yuals
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et Lt Olé (3 it
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e Jl 2004 a. 0.593 o e Coall me Ened e red ¢ Baadl dnladl ALY
055 2024 2 0.3 112004 2 0.5 o0 sl p93) 35> By sy « 20244 0.733
B g Gaeid @ e 2008 a2l AU A e 5y g JYI L ge b 55 LA I
Wgnll L) 2l Bl Mz o BLy JIsaYl gy 90 &1 0.35 Q) disa VT gy, 35~
£ 2016 2w oy daidh oblaY glad U Limdl Aol Slasl # G (asiadly
i ed Bpall G 3 GSM S (505 3 en8 @) il Aol IRl 0 534 Giad
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bl Lidleg Ol ) jles1.4

P PG G R dled! Al e dglet AV do g il A gLt 1.4
e Lzl &y (3gmgag 33530 MY O 23,2k One-sampleT-test las! ol aisud
Gy 89 e gy pdey ey (n Aol Aadl s @l 0.4 w3 LV 3 o by
ASTaMEN age kg 06 0F 5 0.05 (1o 151 Sig aed Lo bty Lags gaid bosy dajy

Db ol byl 203 0.4

! dwlpmd! 40! pad One-sampleT-test jlast mits (20.3) o) Jgur

Hypothesis Testing for MONETARY _INDEPENDENCE
Date: 05/14/25 Time: 17:56

Sample: 2000 2024

Included observations: 25

Test of Hypothesis: Mean = 0.400000

SampleMean = 0.889844
SampleStd. Dev. = 0.193763

Method Value Probability
t-statistic 12.64029 0.0000
Test of Hypothesis: Median = 0.400000

SampleMedian = 1.000000

Method Value Probability
Sign (exact binomial) 25 0.0000
Sign (normal approximation) 4.800000 0.0000
Wilcoxonsignedrank 4.529365 0.0000
van der Waerden (normal scores) 4.503706 0.0000
Median Test Summary

Category Count Mean Rank

Obs> 0.400000 25 13.0000000

Obs< 0.400000 0 NA

Obs = 0.400000 0

Total 25

(eviews gty Sl 2) CIUalt stast : s
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ror el fohdy i 1.1.4
0.4 oty 5l pol st Hot W< 0.4 2,000 304l
0.4 o STl Ho: u> 0.4 2ol 304

Lgoy 5 0.4 o K Jot gng 1 g8 Gall Jaey OF Mol (20.3) 3 Jydt I 8 ez
Wilcoxonsignedrank ) «ilas) aeay cibad) 2o, vods W LW ool ol o 58T 2l
i il Jsdy Apmeall ao dll aby aieg 0.05 o 3 gl s ok (,Sign, van der Waerden
Lo gdly ol 18 o Loy 38 AMEL ana Badd) Al OF (598 Jlam| (s 5y e 2ba

Ao U 2ol ol 156 181 aaidl el LA ol e L2
) 4 Sadal SR 4 D ™

:@M\Muﬂj ol 5.2.1.4
Sl e LeSe W il Blobew 3 AEYI o 2dle oy anas S OF Jf el s
sbasl elys| & il gl oda cdom U Jelaall o S b O93 sl )La,.jj ssadl e 8

At ST 408 Al Sl ] Jf 300l AW 2l ol Jyulh OF et g JSYI
(3l Bre e Jhdinl e dile| AYs dr g il A B Jls1.2.4

e bVl Fy gmany pste SLazaYl OF 1. One-sampleT-test lus! codi ausad
(oS iy 358 (e pmy pdey ey O Aol Al on U 0.4 axed LtV (3 oo bass
Gl re el g g 055 OF 5 0.05 e BT SIQ e e bty g aiid by
W il Loyl 303 0.4 e ST

Dl e il pad el One-sampleT-test et pits (21.3) o8y Joutr

Hypothesis Testing for EXCHANGE_RATE_STABILITY
Date: 05/14/25 Time: 18:02

Sample: 2000 2024

Included observations: 25

Test of Hypothesis: Mean = 0.400000

SampleMean = 0.476832
SampleStd. Dev. = 0.135386

Method Value Probability
t-statistic 2.837518 0.0091

(eviews gsbp S 2) St stas) -yl
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b sl sy s 1.2.4
Ho: n < 0.4 3 i0l 554
Ho: u > 0.4 abadaes

il lowgzey 0.05 o 51 gl Sotang 1711 adgudi U o 1871 2.83 7l T ies 0
s agmy e Gas @l Al R Al s ikl Al Jad 13 Gl ol el e ST
rbed Lo gl Bad o Allins By 93y SR G Opadl ae LAl e Jlax
dl Asdley s 2.2.4

Sl o VY y Bk Al S B s s Sl G e O el
25 & (Aizenman,J. & Ito, H, 2020) Jre wlalys as lis gilsn cilaall it Jo blisl S0

(ool Laal s Blisd) Sl of culd Gl jae b e dead 2ualdl Jgoll O

A G s gy i B o Ml A3 dr g wih Lo B L1304
lowgze s slazeVl @y (3emang 3sze &A1 OF 3,24 ONe-sampleT-test Las ol adseinl
bty s (g 593 (e 35y pheg ey Ahold)l Al ga N 0.4 el LI 3 0
ST gy 35 i ige Jasne 055 01 5 0.05 o 57 SIQ ded Lt (b Jas e it
W ol sl 2a 0.4 s
A S g wgsy 8 L pdONe-sampleT-test jlest pits (22.3) o3 Jgur
Hypothesis Testing for CAPITAL_MOBILITY_FREDOM1
Date: 05/14/25 Time: 18:07
Sample: 2000 2024

Included observations: 25
Test of Hypothesis: Mean = 0.400000

SampleMean = 0.359000
SampleStd. Dev. = 0.095438

Method Value Probability
t-statistic -2.148001 0.0420

(eviews gsbp S 2) St stas) -yl
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Ho: £ <04 ainlao4)
Hi: n>0.4 albidi a4

0% a0y 2,064 3 Bt T ans 5 0.05 oo o1 Dl Sl S L Rgtald Syt
i Ayl OF f Hyt L #0.4 dbadi 20, Ly Hot 1= 0.4 240l 20,31 a3,
ssh) B 06 0.4 e 510359 oo o1 aadl Lesne 0F Ly 0.4 5 bsine il I )
0.4 o8 Ll o 31 gl
radld 2l (53T LY & gaall (St

pv1=1-(0.0420/2)=0.9790 s pvl=1-(pv2/2)
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b SUL a3 S L adOne-sampleT-test et gt (23.3) o8y Jgur
Hypothesis Testing for TRILEMMA_OPTION_ALG
Date: 05/14/25 Time: 18:23
Sample: 2000 2024
Included observations: 25
Test of Hypothesis: Mean = 2.000000

SampleMean = 1.725676
SampleStd. Dev. = 0.246937

Method Value Probability
t-statistic -5.554529 0.0000

(eviews by Sl 2) il sl el

(bl sy s 1.4.4
Ho: 1 >2 aial a0
Hi:p <2 aadi a4

boge O may 5 LT11- adyudi b e 20l 5.555— a5l T 0T mebpl ol 45
) ol 5y bl Gl i Sy e s Sty o sl e a2l
Jomaedd & U b5 a8 e 318 S SlaBV ol OF e Slas] s g &) e a8 I
1.725 aeiy Jowgld e Js e 1y JolSL fomtadl &I Colaal 524 Y T 3

:@‘\:A\ Lidley puti.2.4.4
Ofsdl et o clan BV S 3 a4 e Y il 2olasl oLl of wld s
Bk e iy b sty (ls Yl gy 35 B Ol e Baddl ALYl Gl e el
NE Jgll wlans OF ) coals g (TALHA, 2023) s s 3313 dongaddl ods ¢ Jmand) o5
ey i Baad dnldl Bl 3 AT G Jemtadd S 3 B ol o kb pbus 344
o el Gud Bl Jedl Slabiw me @l boosny ol sy g Je sl Gl
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Joreindt & JU slad OLe o &)1 BN 359 Ao dilear] AV do gy it A B yles1.5.4

UL SladNt ‘3

Ol el Sy s 1.5.4
b oSS g2y Jo e Vs dg ¥ iHg  aaall a4

& is J.AL<5 Sery o dsla>| AY> weg :Hl aadl aup 4l

AP Joriendt g1 sl sl o e i (24.3) o3y Jgar

Group unit root test: Summary
Series: CAPITAL_MOBILITY_FREDOM],
EXCHANGE_RATE_STABILITY,
MONETARY _INDEPENDENCE
Date: 05/14/25 Time: 18:57
Sample: 2000 2024
Exogenous variables: Individualeffects
Automatic selection of maximum lags
Automatic lag length selection based on SIC: 0to 1
Newey-West automatic bandwidth selection and Bartlett kernel

Cross-

Method Statistic ~ Prob.**  sections Obs
Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* -10.0814 0.0000 3 68
Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-stat -10.7091 0.0000 3 68
ADF - Fisher Chi-square 74.4228 0.0000 3 68
PP - Fisher Chi-square 138.948 0.0000 3 69

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.
(eviews gl p cr 2) It stast : s
(Levin, Lin & Chu; Im, Pesaran and Shin; ADF-Fisher; PP-Fisher) «f,ta=Y!
3 it LT g L2 ¢ (Prob = 0.0000)sa~s) i 0 2 2ael fudledt O Loner gl

Srall S ey olel b s
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AP G Joeadt S sy SRaL oK et pd5(25.3) W3y Jgur
Date: 05/17/25 Time: 14:11
Sample (adjusted): 2001 2024

Included observations: 24 afteradjustments
Trend assumption: Linear deterministic trend

Series: MONETARY _INDEPENDENCE EXCHANGE_RATE_STABILITY

CAPITAL_MOBILITY_FREDOM1
Lags interval (in first differences): No lags
Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Critical
No. of CE(s) Eigenvalue Statistic Value  Prob.**
None * 0.679526 37.01587 29.79707 0.0062
At most 1 0.213781 9.704949 15.49471 0.3041
At most 2 * 0.151133 3.932471 3.841466 0.0474
Trace test indicates 1 cointegratingeqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
_ o Critical
No. of CE(s) Eigenvalue Statistic Value  Prob.**
None * 0.679526 27.31092 21.13162 0.0059
At most 1 0.213781 5.772478 14.26460 0.6426
At most 2 * 0.151133 3.932471 3.841466 0.0474

Max-eigenvalue test indicates 1 cointegratingegn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegrating Coefficients (normalized by b'*S11*b=I):

EXCHANGE_R CAPITAL_MO
MONETARY_INDEPE ATE_STABILI BILITY_FRED

NDENCE TY OoM1
2.279960 6.313955 2.681076
1.074892 -0.688154 -9.728319

-6.227340 6.197376 -5.483122

UnrestrictedAdjustment Coefficients (alpha):

D(MONETARY _INDE

PENDENCE) -0.117255 -0.042731  0.036546
D(EXCHANGE RATE
STABILITY) -0.149263 0.010367 -0.027212

D(CAPITAL_MOBILIT
Y_FREDOM1) -0.022205 0.018692 0.012021
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1 Cointegrating Equation(s): Log likelihood 62.85086

Normalized cointegrating coefficients (standard error in parentheses)
EXCHANGE R CAPITAL MO

MONETARY _INDEPE ATE_STABILI BILITY_FRED

NDENCE TY OoM1
1.000000 2.769328 1.175931
(0.51761) (0.68027)

Adjustment coefficients (standard error in parentheses)
D(MONETARY _INDE

PENDENCE) -0.267336
(0.07509)

D(EXCHANGE_RATE
STABILITY) -0.340313
(0.06131)

D(CAPITAL_MOBILIT
Y _FREDOM1) -0.050627
(0.02583)

2 Cointegrating Equation(s): Log likelihood 65.73710

Normalized cointegrating coefficients (standard error in parentheses)
EXCHANGE_R CAPITAL_MO

MONETARY _INDEPE ATE_STABILI BILITY_FRED

NDENCE TY OM1

1.000000 0.000000 -7.130291
(3.26688)

0.000000 1.000000 2.999364
(1.19545)

Adjustment coefficients (standard error in parentheses)
D(MONETARY _INDE

PENDENCE) -0.313268 -0.710936
(0.07978) (0.20102)

D(EXCHANGE RATE
_STABILITY) -0.329170 -0.949573
(0.06756) (0.17022)

D(CAPITAL_MOBILIT
Y FREDOMY) -0.030535 -0.153065
(0.02673) (0.06735)

(eviews gty Sl 2) CIUalt stast : s
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VEC Residual Serial
Correlation LM Tests

Null Hypothesis: no serial
correlation at lag order h
Date: 06/22/25 Time: 14:51
Sample: 2000

2024

Included observations: 22

Lags LM-Stat Prob

4.037631
8.469450
6.893343
4.761992
4.779824
15.85168
7.570149
8.117896
3.868393
6.834609
9.703214
9.809978

0.9089
0.4876
0.6482
0.8545
0.8531
0.0700
0.5780
0.5223
0.9199
0.6543
0.3750
0.3661

e
SKEhEBowo~vw~oob~wNR

Probs from chi-square with 9
df.

VEC Residual
Heteroskedasticity Tests: No
Cross Terms (only levels and
squares)

Date: 06/22/25 Time:

15:55

Sample: 2000

2024

Included observations:

22

Joint test:

Chi-sq df Prob.

71.00914 84 0.8430
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0.762491411277
-1.06555610073
1.3516574693
0.781071643263
-0.880641420809
0.942464138922
1.95386459783
0.0155738122901
0.470381345371
1.12483844363
-0.730329816055
0.415676213634
-0.403710690687
-0.32466362742
-2.85798126805
1.01888880881
-0.779828087033
-2.5148952401
0.824835231869
0.968458486698
0.869371437833
-0.198411628647
-4.20352096854
-1.74785561954
-3.5906010306
2.16378865448
0.697351649195
0.313795780292
1.00271555516
0.688052784945
0.752595413035
-1.44092696576
-0.75035487193
0.996128438726
-0.838142782026
-1.41978886152
0.61289248305
-2.01442197578
-0.0866143863543
0.0680829060197
1.84162385886
2.14495478408
-0.368636898397
1.11605990855
-1.30573970269
0.111035897357
-0.923406867389
-0.0109872207257
-0.860769446503
-0.655493834378
-3.62000117482
-0.737651272654
-2.47420766169

72.5649
72.4864
72.2581
72.9171
73.658
73.3914
73.5743
73.7641
75.6522
75.3778
74.8074
75.6131
74.6047
74.0265
74.6842
73.9869
72.569
72.5577
72.218
71.4147
71.9401
71.6423
71.9327
72.167
74.2902
73.5409
74.1189
76.031
75.409
74.6857
74.042
74.1892
77.4446
78.8223
81.7579
80.0263
79.4721
79.2235
78.437
77.901
77.3191
78.4495
79.0426
78.263
78.9245
80.0612
79.5735
81.2094
81.2798
81.2245
79.7557
78.0809
78.3698
77.5048
78.5302
78.4431
79.1742
79.1829
79.8704
80.3974
83.4171
84.037
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0.0137807672856
0.0137956913297
0.0138392789182
0.0137142042127
0.0135762578403
0.0136255746586
0.0135917025374
0.0135567301709
0.0132183862465
0.0132665055228
0.013367661488
0.0132252215555
0.0134039812505
0.0135086759471
0.0133897129513
0.0135159061942
0.0137799887004
0.01378213477
0.0138469633609
0.0140027193281
0.0139004532938
0.0139582341717
0.0139018832881
0.0138567489296
0.0134607256408
0.0135978754679
0.0134918354158
0.0131525298891
0.0132610165895
0.0133894440301
0.0135058480322
0.0134790508592
0.0129124561299
0.0126867650398
0.0122312339236
0.0124958919755
0.0125830322843
0.0126225173086
0.0127490852531
0.0128368056893
0.0129334149001
0.0127470538372
0.0126514056977
0.0127774299477
0.0126703368409
0.0124904448097
0.0125669978071
0.0123138454415
0.0123031798799
0.0123115562423
0.0125382887994
0.0128072294249
0.0127600172515
0.0129024266884
0.0127339545805
0.0127480938413
0.0126303770673
0.0126289893399
0.0125202828582
0.012438213176
0.0119879497129
0.0118995204493
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1.25
1.25
1.25
15
15
15
15
1.25

PR R R

0.75
0.75
0.75
0.75
0.75
0.75
0.75
0.75
0.75
0.75
0.5
0.5
0.5
0.5
0.5
0.5
0.25
0.25
0.25
0.25
0.25
0.25
0.25
0.15
0.15
0.15
0.05
0.05
0.05
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2014M12
2015M01
2015M02
2015M03
2015M04
2015M05
2015M06
2015M07
2015M08
2015M09
2015M10
2015M11
2015M12
2016M01
2016M02
2016M03
2016M04
2016M05
2016M06
2016M07
2016M08
2016M09
2016M10
2016M11
2016M12
2017M01
2017M02
2017M03
2017M04
2017M05
2017M06
2017M07
2017M08
2017M09
2017M10
2017M11
2017M12
2018M01
2018M02
2018M03
2018M04
2018M05
2018M06
2018M07
2018M08
2018M09
2018M10
2018M11
2018M12
2019M01
2019M02
2019M03
2019M04
2019M05
2019M06
2019M07
2019M08
2019M09
2019M10
2019M11
2019M12
2020M01

-0.020527
-0.055326
-0.022360
-0.026341
0.005255
-0.026416
0.004768
-0.002360
-0.061280
-0.005840
-0.002854
-0.016508
0.012439
-0.003959
-0.012674
0.003521
-0.004025
-0.014528
0.001074
0.004718
0.002370
0.000856
-0.003468
-0.007943
0.002414
0.010742
-0.009703
0.002746
0.007034
0.008800
0.003959
-0.004481
-0.024633
-0.019128
-0.016968
0.002976
0.001845
0.009982
-0.008598
0.004221
-0.009675
-0.012047
-0.009108
-0.001582
-0.003140
-0.000681
-0.005269
0.003138
0.002400
0.000124
-0.002355
-0.006861
-0.000663
-0.001413
0.007125
-0.010426
-0.002502
-0.003413
0.009922
-0.005323
0.007796
-0.004851

-2.0318090502
-5.38234392397
-2.21120011782
-2.59972458678
0.526845426745
-2.60698332064
0.477966856798

-0.235705099134
-5.94404668451
-0.582320877327
-0.285033046019
-1.63728354619
1.25166683475
-0.395111334338
-1.25939865161
0.352710441962
-0.401688265672
-1.44226593712
0.107412163839
0.472901222154
0.237239592834
0.0856291000181
-0.3461523416
-0.791160232962
0.241649039827

1.08000643797
-0.96560868124
0.274986241606
0.705853517561
0.883887777622
0.396640872351

-0.447061731036
-2.43320035485
-1.89465656536
-1.68244656386
0.298027828697

0.18469298062

1.00319012699

-0.856108461362
0.423025050028

-0.962791069301
-1.19744396554

-0.906669886452

-0.158074714498
-0.31355019215

-0.0680799097455

-0.525540494043
0.314273007375
0.240246946791

0.0124368638798

-0.235238112119

-0.683787766763

-0.0662642780251

-0.141208790749
0.715052413586
-1.03714944407

-0.249927225849

-0.340748685618
0.997111883136

-0.530840810209

0.78264583975

-0.483967683152

86.169
87.9561
92.9595
95.0615
97.5988
97.0873
99.6861
99.2119

0.0116051016027
0.011369308098

0.0107573728344
0.0105195057936
0.0102460276151
0.010300008343

0.0100314888435
0.0100794360354
99.4463 0.0100556782907
105.731 0.00945796407865
106.3503 0.00940288837925
106.6543 0.00937608704009
108.4296 0.00922257390971
107.0892 0.00933800980865
107.514 0.00930111427349
108.8853 0.00918397616575
108.5026 0.00921636900867
108.9402 0.00917934793584
110.5344 0.00904695732731
110.4158 0.00905667485994
109.8961 0.00909950398604
109.636 0.00912109161224
109.5422 0.0091289019209
109.9227 0.00909730201314
110.7993 0.00902532777734
110.5322 0.00904713739526
109.3512 0.00914484706158
110.4174 0.00905654362446
110.1146 0.0090814478734
109.3428 0.00914554959266
108.3848 0.0092263859877
107.9566 0.00926298160557
108.4414 0.00922157035966
111.1458 0.00899719107695
113.2923 0.00882672520551
115.231 0.00867822027059
114.8886 0.00870408378203
114.6768 0.0087201596138
113.5378 0.0088076393941
114.5182 0.00873223644801
114.0358 0.00876917599561
115.1444 0.00868474715227
116.5399 0.00858075217157
117.6062 0.0085029530756
117.7924 0.00848951205681
118.1629 0.00846289317544
118.2434 0.0084571316454
118.8681 0.00841268599397
118.4957 0.00843912479525
118.2117 0.0084593995349
118.197 0.00846045161891
118.4757 0.00844054941224
119.2914 0.00838283396791
119.3705 0.00837727914351
119.5393 0.00836544968893
118.6906 0.00842526703884
119.9345 0.00833788442858
120.235 0.00831704578534
120.6461 0.00828870556114
119.455 0.00837135322925
120.0925 0.00832691466994
119.1599 0.00839208492119
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3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75
3.75

0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05

o
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0
58000000000
62101900000
534270280000
386221980000
376651900000
541219160246
559531798000
595588800000
4000000000
0
0
0
24790500000
0
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0
19141200000
117268459352
244207459352
263000000000
221684559353
160000000000
50000000000



2020M02
2020M03
2020M04
2020M05
2020M06
2020M07
2020M08
2020M09
2020M10
2020M11
2020M12
2021M01
2021M02
2021M03
2021M04
2021M05
2021M06
2021M07
2021M08
2021M09
2021M10
2021M11
2021M12
2022M01
2022M02
2022M03
2022M04
2022M05
2022M06
2022M07
2022M08
2022M09
2022M10
2022M11
2022M12
2023M01
2023M02
2023M03
2023M04
2023M05
2023M06
2023M07
2023M08
2023M09
2023M10
2023M11
2023M12
2024M01
2024M02
2024M03
2024M04
2024M05
2024M06
2024M07
2024M08
2024M09
2024M10
2024M11
2024M12
2025M01

-0.000836
-0.043285
-0.027091
0.000683
-0.005063
0.003673
0.007364
-0.010766
-0.003188
0.000291

-0.021428
-0.004135
-0.001550
-0.007306
0.000664
0.003815
-0.010253
0.001492

-0.007576
-0.012218
8.96E-05

-0.010698
0.000533
-0.011983
-0.006654
-0.010694
-0.018406
0.000306
-0.005100
0.004919
0.036787

-0.002176
0.002019
0.014219
0.007103
0.012032

-0.005722
0.003803
0.003965
-0.010331
0.007484
0.000221

-0.004696
-0.007369
0.011166
0.009547

0.000738
-0.002825
0.001813
0.000931

-0.001707
0.001210
0.001327

-0.001500
0.005183
0.007802

-0.003308
-0.003193
-0.004017

NA

-0.0836117610539
-4.23618835743
-2.67271127952
0.068332431833

-0.505026649022
0.368000795845
0.7390925134
-1.07081971733
-0.318254710316
0.0291161960192
-2.12003262635
-0.412620884142
-0.154915931236
-0.727975495372
0.0664543611608
0.38218632464
-1.02001980837
0.14934189263
-0.754715589836
-1.2143696401

0.00896052125465

-1.06410888449
0.0532914885777
-1.19115310347
-0.663151658516
-1.06373368422
-1.82376818131
0.030603732555
-0.508653750757
0.493077931204
3.74716615566
-0.217388209501
0.202064582208
1.43203063449
0.712812852927
1.21051447787
-0.570531508649
0.381043087973
0.397262025194
-1.02777997186
0.751222624954
0.0221105068392
-0.468527180005
-0.7341493785
1.12286742447
0.959307490612
0.0738760132843
-0.282058776835
0.181418872468
0.0931372293757
-0.170584085255
0.121047912072
0.132823283981
-0.149871315849
0.519653265581
0.783250489532
-0.330280738628
-0.318752525328
-0.400867764314
NA

119.7394 0.00835146994222 3.75
119.8396 0.00834448713113 3.75
125.1408 0.0079909989388 3.25

128.5773 0.00777742260881
128.4895 0.00778273711081
129.1417 0.00774343221438
128.6682 0.00777192810656
127.7242 0.00782936984534
129.1067 0.00774553140929
129.5189 0.00772088089074
129.4812 0.00772312891756
132.2857 0.00755939606473
132.8338 0.00752820441785
133.0399 0.00751654202987
134.0155 0.0074618234458
133.9265 0.0074667821529
133.4166 0.00749531917318
134.7915 0.00741886543291
134.5905 0.00742994490696
135.614 0.00737386995443
137.2811 0.0072843239164
137.2688 0.00728497662979
138.7452 0.00720745654624
138.6713 0.00721129750713
140.343 0.00712539991307
141.2799 0.00707814770537
142.7989 0.00700285506401
145.4516 0.00687513922157
145.4071 0.00687724327079
146.1505 0.00684226191494
145.4334 0.00687599959844
140.1806 0.00713365472826
140.486 0.00711814700397
140.2027 0.00713253025798
138.2233 0.00723467027628
137.245 0.00728623993588
135.6035 0.0073744409252
136.3816 0.00733236741613
135.8639 0.00736030689536
135.3263 0.00738954659959
136.7316 0.00731359831963
135.7121 0.0073685397249
135.6821 0.00737016894638
136.3208 0.00733563770166
137.329 0.00728178316306
135.8041 0.00736354793412
134.5137 0.00743418700103
134.4144 0.007439679082
134.7946 0.00741869481418
134.5505 0.00743215372667
134.4253 0.00743907582873
134.655 0.00742638594928
134.4922 0.00743537543441
134.3138 0.00744525134424
134.5154 0.00743409304808
133.82 0.00747272455537
132.78 0.00753125470703
133.22 0.00750638042336
133.646 0.0074824536462
134.1839 0.00745245890155
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NA

1.25
1.25

2.5
2.5

3.5
3.5
3.75

4.25
4.25
45
4.5
4.5
4.5
4.5
45
45
45
4.25
4.25
4.25
3.65
3.65
3.4
3.15
NA

G

150000000000
0
134316400000
70000000000
15534400000
340000000000
366702543957
211957818101
234070818101
306255118101
205694318101
166419747136
50000000000
0
157840860
0
0
396110000000
840000000000
1.26E+12
1.26E+12
1.68E+12
1.68E+12
1.68E+12
1.68E+12
1.68E+12
1.68E+12
1.68E+12
2.1038E+12
2.01069857044E+12
1.92139714089E+12
1.71490121527E+12
1.71490121527E+12
1.63661319453E+12
1.63661319453E+12
1.63661319453E+12
1.63661319453E+12
1.63661319453E+12
1.63661319453E+12
1.63661319453E+12
1.62840190561E+12
1.77833283171E+12
1.63002790415E+12
1.63002790415E+12
1.68732378509E+12
1.71654535874E+12
1.63145190923E+12
1.63036284917E+12
1.63154224438E+12
1.63214224438E+12
1.63195174438E+12
1.6307028312E+12
1.63850217656E+12
NA
NA
NA
NA
NA
NA
NA
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CAPITAL_MOB EXCHANGE_R FINANCIAL_FR

ABS_CORR_IO CAPITAL_MBL EX_MOTAWAS
PMRKT IE T ERDM100 'Y _MFlREDo AT ATE_S;(I'ABILIT EEDOI\)Q_INDE

2000  0.526846 50 0.5 75.2899 0.285735 0.5
2001  0.639251 50 0.5 77.2725 0.366538 0.5
2002 0 60 0.6 79.6871 0.558569 0.5
2003 0 50 0.5 77.3768 0.252316 0.3
2004 0 50 0.5 72.0653 0.593107 0.3
2005 0 40 0.4 73.3627 0.587051 0.3
2006 0 40 0.4 72.6464 0.466826 0.3
2007 0 35 0.35 69.3656 0.588049 0.2
2008 0 35 0.35 64.5684 0.224405 0.3
2009 0 40 0.4 72.6462 0.555999 0.3
2010 0 375 0.375 74.4041 0.475165 0.3
2011 0 25 0.25 72.8537 0.413600 0.3
2012 0 25 0.25 77.5519 0.334727 0.3
2013 0 25 0.25 79.3809 0.430004 0.3
2014 0 375 0.375 80.5606 0.439002 0.3
2015 0 275 0.275 100.4641 0.299718 0.3
2016 0 30 0.3 109.4654 0.611713 0.3
2017 0 325 0.325 110.961 0.458067 0.3
2018 0 275 0.275 116.6169 0.599129 0.3
2019 0 30 0.3 119.3606 0.619583 0.3
2020 0 30 0.3 126.8288 0.403652 0.3
2021 0 30 0.3 135.1064 0.645616 0.3
2022  0.896717 30 0.3 142.0032 0.408984 0.3
2023 0.50083 30 0.3 135.8477 0.569800 0.3
2024  0.972844 30 0.3 NA 0.733450 0.3

INVESTM

ENT_FRE M2_TO_RESERV “’:gggéﬁg STDT_D_LOG_EXRA TRILEMMA O ABS_CORR_IA

EDOM _IN ES - TE_ M PTION_ALG IE

DEX ENCE — — -

2000 0.5 1.52898301268  0.408518  0.0249974830276 1.19425283391  0.656118
2001 0.5 1.58581867956  0.6803745  0.0172823312631  1.5469120918 0
2002 0.7 1.41554912481  0.9545455  0.00790288874047 2.1131145748  0.090909
2003 0.7 1.20242347616  0.516954  0.0296328399011 1.26927000927  0.966092
2004 0.7 1.10682407396 1 0.00686036596661 2.0931069361 0
2005 0.5  0.938853876498 1 0.00703430699046 1.98705059182 0
2006 0.5  0.822926454395 1 0.0114212495736  1.8668261749 0
2007 0.5  0.752457633604 1 0.00700539365237 1.93804872174 0
2008 0.4  0.727259834976 1 0.0345623661312  1.5744046012 0
2009 0.5  0.647176470002 1 0.00798565469328 1.95599866508 0
2010 045  0.653059417024 1 0.0110453340867 1.85016470676 0
2011 0.2 0.711358832157 1 0.014177967338  1.66359969844 0
2012 0.2 0.708245839139 1 0.0198751203283 1.58472668529 0
2013 0.2 0.746918371285 1 0.0132555881689  1.6800041748 0
2014  0.45  0.909960015091 1 0.0127789263322  1.81400225384 0
2015 025  0.903773908749 1 0.0233646660689  1.5747182702 0
2016 0.3 1.04515254639  0.8709005 0.00634753758629 1.78261342295  0.258199
2017  0.35 1.28691023941 1 0.0118308484165 1.78306740119 0
2018  0.25 1.63292252376 1 0.00669090319725 1.87412875186 0
2019 0.3 1.92676944136 1 0.00613987898037  1.9195833322 0
2020 0.3 2.3543779814 1 0.01477382768  1.70365179451 0
2021 0.3 2.6446952969 1 0.00548909047067 1.94561570087 0
2022 0.3 2.24993653009  0.5516415  0.0144508286056 1.26062559462 0
2023 0.3 2.20533256689  0.749585  0.0075500101892 1.61938523899 0
2024 0.3 NA 0.513578  0.00363419856772 1.5470277844 0
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PRI
2000m01-2001m05 -0.620322 -
2000m01-2001m01 -0.526846 2000
2000m05-2001m05 -0.685972 -
2000m07-2001m05 -0.639251 2001
2022m07-2022m12 -0.896717 2022
2022m07-2024m06 -0.671009 -
2022m08-2023m12 -0.500830 2023
2024m01-2024m06 -0.972844 2024
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