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@RDstract

This research aims to assess the
effectiveness of monetary policy to
target inflation rates in Algeria by
building an econometric model
composed of two variables, the
inflation rate and the broad money
supply, because it is the main one.
tool that the monetary authority uses
to orient its monetary policy towards
economic stability. The results of the
autoregressive vector model show
that there is a weak effect of
monetary policy on inflation rates in
Algeria. while the causality test, it
showed the existence of a one-way
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causal relationship going from the
rate of inflation to the money supply,
while the results of the shock and
variance analysis showed that the
rates of inflation did not respond to
changes in the variable. The money
supply, whether short or long term
We conclude from these results that
there is a relative efficiency of
monetary policy to target inflation
rates in Algeria through the money
supply variable.

variable.Keywords :Monetary
policy, inflation the econometric
model
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Date: 10/29/20 Time: 0042

Samplef{adjusted): 1992 2019

Included observations:- 24

Excluded observations: 4 after adjusting endpoints
Trend assumption: Linear deterministic trend
Series: INF T2

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test

Hypothesized Trace 5 Percent 1 Percent
Mo, of CE(s) Eigenvalues Statistic Critical Walue Critical Walue

Mone 0394518 13.64946 15.41 20.04
At most 1 0.064339 1.596049 3.76 565

(**) denotes rejection of the hypothesis at the 526(1%) lewvel
Trace test indicates no cointegration at both 5% and 1% levels
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-148.0596 40.10659* 2261.353* 13.39648* 13.69270* 13.47098°
-147.7639 0.462782 3155636 13.71860 14.21229 13.84276

* indicates lag order selected by the criterion
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Date: 10/29/20 Time: 00:53
Sample: 1990 2019
Included observations: 26

Lags Q-Stat Prob. Ad) Q-Stat Prob.

2107510 MA* 2191810 MAS

4.827177 0.3055 5138117 02734
6752926 0.56635 7315050 0.5031
10.42145 0.57390 11.65058 0.4741
10.82757 0.8200 1215339 0.7334
11.92852 0.9185 13.58463 0.8509
13 48756 0.9574 1671805 0.8980
17.490890 0.9383 21.50066 0.8039
21.73071 0.9144 27.98507 0.6701
24 91865 09177 3316547 0.6041
2583185 0.9596 34 74835 0.7052
27.39065 0.9765 37.64326 0.7393

*The test is valid only for lags larger than the VAR lag order.
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Inverse Roots of AR Characteristic Polynomial
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wWariance Decomposition of IMNF:

FPeriod S E. I L b=
1 5.048576 100.0000 0.000000
=2 2 009916 95 92322 B2 OFBTTT
3 D ATZSS4 9262520 T.3545032
“ 9.883398 88 65698 11 34302
L= 10 320301 a5 53808 14 465192
=] M10.53828 83.35452 15.64548
Ed 10 66207 81 97079 12 02921
= A0 72250 S1.17550 15.82120
9 10 . 75056 B0 77454 19 226546
10 1076255 80 59561 19 40439

Wariance Decomposition of ThM2:

FPericod S E. IMNFE TMZ
al 86873220 F.OTF62986 92 02370
=2 10.49030 1 7. 24855 82. 75145
2 11 37409 26 . 27962 T3 F2038
4 A11. 94507 23.04599 55.95301
5 1235703 37 20705 62 79295
(=] 1265269 29 36127 50 638732
Ed 12.85376 40.27833 59. 72167
t=] 1298137 40 552655 59 44745
= 1305562 40. 55225 S59.44F775
10 1209730 40 47081 59 52919

Cholesky Ordering: INF ThMz2

eVIWS gy ol 2
JS 053 eos @ 07 o3) Joadl (3 Boeiosh) cllas 1 by W IS s
g ch:J\ prel) a8 Ll SR e (3 dedo

53



alet aldl ¢ Lagd> yallall

i) S June 2 38l SUE) aes O o i) sl ad—
3l LY ol 3 Aol 358 Ty and ) Sl s
Bl e ezl &) @ adl @0 %692.02 guad) A s O G el
el Jame Lo oLyl pe B A Jame g5 2Bl Joews 250
OWE et 3 eoeadl Jdae el o anhl B0 Akl Syle o
Bed 1% 40.55 45 Anldl 2edl 3 %39.35 Ll 2l 2l (3 4 b
Gawldly 2l 2l e ST
Sladas 3las 3las oozl 18 LI SUED Jaas OF LoD povzl) didl—
OF Jgdt IS o i o Bl 38 Al 35S Aoy 4l i) 3
B el b el Jime 3 Aol 28 ) UL 204 A oy Jhns
) 355 b ds  23l87% 20
izt Bl jLasl 3.8
BOe d99 (o ya Ryt & Granger Causality Tests &\ L) ey
o2 @ il ol L) e Gl ) et sk (e O 35U
FU s QM dpadblseolmdl n el Gl (3 A 8o 25y pde e
seadll gall (3 L a ) L

el el B o it st 08 (3 Jguond)

Pairwise Granger Causality Tests
Date: 10/29/20 Time: 01:04
Sample: 1990 2019

Lags: 1

Mull Hypothesis: Obs  F-Statistic  Probability

TM2 does not Granger Cause INF 26 020064 0.65839
INF does not Granger Cause TM2 655996 0.01746
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