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The assumption, which has a broad acceptance among economists in the study of
the relationship between the development of the financial sector and economic
development is "supply leading" hypothesis , referring to the phenomenon in which
financial development, including provided services by financial institutions( the
services of the provision of liquidity and filling the information gap in the business
environment as well as the pricing of the risks and the establishment of governance
principles within the so-called in the (Law & Finance) approach, is a real foundation
for economic development ,also the stability in the financial sector is the direct pillar
for the boom in the real sector, its intended to financial stability that the Financial
system can fulfill the previous functions well and be able to absorb shocks (internal
and external), but this relationship has been altered in the oil countries, so that oil
revenues have become the main supporter of the stability of the financial system at
the expense of his competiveness , and efficiency, as a result the financial support
provided by the Government for both banks ,depositors and borrowers, the financial
system has become unable to do it's traditional functions as dictated by the financial
theory, Given that fuel and oil, in particular, is the non-renewable energy, this means
that financial stability in these economies would be non-viable because it has been
achieved by factors outside its components(not endogenous financial stability), will
show the imbalances that have been withheld for decades by oil revenues, but the
financial disaster will have hard effects on non-financial sector, and we conclude that
the financial stability and development still be as a hostage of hydrocarbon sector.
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Algeria: Nonhydrocarbon Primary Deficit, 2009-13
(In Percent of NHGDP)

2008 2010 2011 2012 2013

Sustainable primary deficit 400 -384 -3BY -3/5 342
Staff projections for actual primary deficit 514 487 478 447 425
Crude oil export unit value (USS/bbl) 643 648 T13 750 775

Sources: Algerian authorities; and Fund staff estimates and projections.
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Sources: Algerian authonties; and Fund staff estimates and projections.
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