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The impact of discount rate on the size of money supply- the state of
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Abstract : This study aims to the measure the impact of the discount rate as a tool of
monetary Policy on the size of the money supply, using annual data in Algeria during
the period 1990-2017, and limitations based on econometrics Approach using self
regression ray technique (var), and using the program Eviews 9. The study found a
statistically significant Relationship between quantitative tool monetary Policy and
money supply in the broad concept, the impact of the discount rate on the size of the
money supply, dépends on its impact on the preformance of commercial bank and
resorting to interest ratées on loans or deposits, as an influential factor on the size of
money supply.
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UNIT ROOT TEST RESULTS TABLE (ADF) UNIT ROOT TEST RESULTS TABLE (PP)
Null Hypothesis: the variable has a unit root Null Hypothesis: the variable has a unit root
At Level At Level
M2 TR M2 TR
t- t-
With Constant Statistic -1.1072 -0.6350 With Constant Statistic -0.3525 -0.8951
Prob. 0.6958 0.8466 Prob. 0.9040 0.7742
n0 n0 n0 no0
With Constant & t- With Constant & t-
Trend Statistic -1.9695 -1.8087 Trend Statistic -1.9933 -2.7395
Prob. 0.5877 0.6700 Prob. 0.5786 0.2299
n0 n0 n0 n0
Without Constant & t- Without Constant & t-
Trend Statistic -2.1815 -2.0982 Trend Statistic 0.8761 -0.7806
Prob. 0.0308 0.0369 Prob. 0.8927 0.3686
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VAR Lag Order Selection Criteria
Endogenous variables: M2 TR
Exogenous variables: C

Date: 12/11/18 Time: 06:07
Sample: 1990 2017

Included observations: 26

Lag LogL LR FPE AlC SC HQ

0 -497.7324 NA 1.70e+14 38.44095 38.53773 38.46882
1 -430.7907 118.4353 1.34e+12 33.59928 33.88961 33.68289
2 -422.9042 12.73968* 1.00e+12* 33.30032* 33.78421* 33.43967*

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final predictionerror

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Vector Auto regression Estimates

Date: 12/11/18 Time: 05:50

Sample (adjusted): 1992 2017

Included observations: 26 after adjustments
Standard errors in () & t-statistics in [ ]

M2

TR

nNMZ2Cc-1)

TRRC-1)

TR(-2)

0

1. 6885490
(O . 2meo)
[ 7.068155)

~O. B0On31
(O.2a4288)
[-3.328053)

-BG1B7 . a
(1 3E560.)
[-O. 41 1A45]

CA1ODS . T 7
(1 3ZID7EO.)
[-O.29404)

1307373,
(721666 .)
[ v. 2317 160)

-1 .57E-07
(2. 9E-O07)
[(O.sass3)

1. A9 -0O7
(2. DE-O7)
[ O.S1a25]

1. 244004
(O.165336)
[ 7.6G15085]

~O. 328074
(O, 1&719)
-1 . 968229)

O.aso07vaa
(0O.868330)
[ O.5s5Go]

R-squared

Adj. R-squared
Sum =2q. resids
S.E. equation
F-statistic

Log likelihood
Akaikea AlC
Schwarz SC
Meandependent
S.D. dependent

O. 974428
0. DE9a55 7
1.48E4+13
B838135.8
200.0502
-388 . 7283
30.28679
30.52873
5649870.
4803625,

0. 939903
0. 928456
21.11050
1.00z2628
8210823
-34.18417
Z.014167
3.266108
S.Gcaaz231
3. 7Ta8448
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M2 = 1.6854904282*M2(-1) - 0.808311440219*M2(-2) - 56187.4215438*TR(-1) -
41095.7663328*TR(-2) + 1307372.80737
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Ayl ey dlyldl Sl pad (UNit TOOL test) susgll jir jlast gl (1) o3y goell
At First Difference
d(M2) d(TR)
With Constant t-Statistic -1.5707 -1.8351
Prob. 0.4816 0.3555
no no
With Constant & Trend t-Statistic -2.4882 -4.4133
Prob. 0.3298 0.0088
no LA
Without Constant & Trend t-Statistic -0.8514 -4.8882
Prob. 0.3366 0.0000
no A .
At First Difference
d(M2) d(TR)
/ith Constant t-Statistic -1.5945 -4.6838
Prob. 04711 0.0010
no ko
/ith Constant & Trend t-Statistic -0.8447 -4.4732
Prob. 0.9477 0.0077
no ..
Jithout Constant & Trend t-Statistic -1.6858 -4.5285
Prob. 0.0863 0.0001
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System : UNTITLED

Estimation Method : Least Squares
Date : 12/11/18 Time : 07 :15
Sample : 1992 2017

Included observations : 26

Total system (balanced) observations 52

Coefficient Std. Error t-Statistic Prob.
(1) 1.685490 0.238686 7.061662 0.0000
C(2) 0.808311 0.242880 3,328032 0.0018
c(3) -56187.42 13656569.6 -0.411450 0.6828
C(4) -41095.77 139760.4 -0.294044 0.7702
C(5) 1307373, 721665.7 1.811604 0.0772
c(8) -1.57%-07 2.86%-07 -0.548928 0.5860
C(7) 1.49%-07 2.91%07 0.514248 0.6098
c(8) 1.244004 0.163361 7.615079 0.0000
c(9) -0.328074 0.167190 -1.962286 0.0564
C(10) 0.480784 0.863299 0.566914 0.5805
Determinantresidual covariance 4.60"+11
R-squared 0.939903 Meandependent var 6.644231
Adjusted R-squared 0.928456 S.D. dependent var 3.748448
S.E. of regression 1.002627 Sumsquaredresid 21.11050
Durbin-W atson stat 2.371694
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Response to Cholesky One S.D. Innovations = 2 S.E.
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