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Abstract:

The main objective of this paper is to estimate the Taylor rule in its
traditional and extended forms in Algeria based on quarterly data from 2022Q4-
2000Q1, using the generalized moments model (GMM).

The study results concluded that there is no effect of interest rates on the
real exchange rate , that the Bank of Algeria does not respond to fluctuations in
both the output gap and inflation, and its reliance on the previous interest rate in
determining the current interest rate. Accordingly, the traditional and extended
Taylor rule does not explain the behavior of the Bank of Algeria.
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