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ABSTRACT

Price stability is among the most important objectives of different
countries through their global policy including monetary policy. Since
the early 90s, several countries have adopted inflation targeting
policy, considered as an analytical framework of monetary policy. In
this study; we tried to know the influence of monetary policy on
controlling inflation rate in Algeria and therefore the implementation
of an inflation targeting policy. We gave the concepts of the monetary
policy and the inflation targeting, and the relation between them,
according to the different theories, this study covers the period 1970-
2012,

Keywords: inflation, monetary policy , Algeria, inflation targeting
policy, VECM
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Lag LogL LR FPE AlC sC HQ

0 -84.39469 NA 9.87e-05 4.966372 5.186305  5.043134

1 116.0584 334.0885 5.86e-09  -4.781024  -3.461425 -4.320449
2 136.8495 28.87652 8.06e—09  -4.547196  -2.127931 -3.702807
3 189.4488 58.44369 2.20e-09  -6.080491  -2.561560 -4.852290
4 232.9724 36.26965 1.30e-09  -7.109579  -2.490982 -5.497565
5 330.8145  54.35668*  6.57e-11  -11.15636  -5.438096 —9.160532
6 459.0968 35.63398  2.49e-12*  -16.89427* -10.07634* -14.51463*

* indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error
AIC: Akaike information criterion
SC: Schwarz information criterion

HQ: Hannan—Quinn information criterion
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LTC does not Granger Cause LPIB 0.85693 0.3603
LPIB does not Granger Cause LTR 42 1.18985  0.2821
LTR does not Granger Cause LPIB 0.44024  0.5109

Eviews 6 clajia Ao ol Al dlae) (e r Haadll

) sed Gus ddy o DIEWY) Sl 85 5 aadl) sale] Jaee
on hE salall A0 AL Y)Y el Ll sl
Disay madll Bale] Jae Gm Bphilue e A ADle Sliag (il paial
AN Aol i) gas g DT el 850 Cs ¢ Dl e
A3 chsnds L bl Jsadll b bl diaias b
55 LS e Lad 3w LY LM2 L TR (LTC ¢ LIPC & z3saill 3

LPIB b a)lall juanal e clpaaal 3 b
sl il Jalsill lasle
idal) Jalsill HLad):(6-2) Jgaa

201



1112-6191 2 3, 2017 O3> <14 330 (13 Alaal) (Agalai@y) o glall Alaa

Eviews 6cila de Je ol Al dlael (pe t aadll

Ligine (iase dic Aapall adll (e 51 Arace G ety el Jsaall o
O G coalial) JalSall Al agay ol (Hy Bl dis by %35
e Ju Lae 585 (g5ise die =2 g Caliiall JalSil) Culgaia dae
DS 21 Y el (of cchriall Gans G JaY) Abgha 20315 2D a5mg
o\w‘mwﬁﬁuxxay@uwwgw\wﬂ»
D) ehal Ul e 138 chariall o Lo it JalSs ADle ollia

. VECM

il cjlad) 2-4

202



1112-6191 2e 35 2017 s 14 33211 (13 Aaal) Alai®y)  glal) Alsa

bl Glyrie Gu daY1 ALl 5 JaY) sjuaill Akl
1z dgall) A hiiad Auly o

Lol IS5 a3y 035 O A8 Lagae hiise z35alll 05K in
z2saill 3¢ Baaall 25aa) SIS Hsda 06 o any 13gly Dine LSl

tdlsall A A miage g Lo aia Baagll Jila Jads 4

Inverse Roots of AR Characteristic Polynomial
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51y Jaly ait ysdall maens aalsll (e sl COlbaal) gaea of Jaadl

2 3sal) Al 5 Lo 138 5ans)
rEdgadl) Al milii 2-1

D(LIPC) = - 1.07324315581*( LIPC(-1) -
0.600848695699*LM2(-1) — 0.0822023025133*LTC(-1)
- 0.368308423408*LTR(-1) + 1.16169581995 ) +
0.074747783342*D(LIPC(-1)) -
0.377327885951*D(LM2(~1)) + 0.36758304311*D(LTC(~
1)) - 0.690980081314*D(LTR(-1)) + 2.1269542876 -
0.73222883656*LPIB................. (3-1)
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Jo¥) Galal)

Vector Error Correction Estimates
Sample (adjusted): 1972 2011
Included observations: 41 after adjustments

Standard errors in () & t-statistics in [ ]

Cointegrating Eq: CointEql
LIPC(-1) 1.000000
LM2(-1) -0.600849

(0.07937)
[-7.57057]
LTC(-1) -0.082202
(0.13307)
[-0.61775]
LTR(-1) -0.368308
(0.14414)
[-2.55522]
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C 1.161696
Error Correction: D(LIPC) D(LM2) D(LTC) D(LTR)
CointEql -1.073243 0.583311 -0.004712 -0.123194

(0.22286)  (0.28467) (0.08087) (0.09835)
[-4.81581]  [2.04911] [-0.05826] [-1.25255]

D(LIPC(-1)) 0.074748  -0.309219 0.030078 0.055484
(0.15495)  (0.19792) (0.05622) (0.06838)
[0.48240]  [-1.56233] [0.53497] [0.81136]

D(LM2(-1)) -0.377328  -0.268025 -0.018359 —0.060859
(0.13398)  (0-17114) (0.04862) (0.05913)
[-2.81626]  [-1.56612] [-0.37764] [-1.02923]

D(LTC(-1)) 0.367583  0.042836 0.339789 0.029614
(0.39748)  (0.50772) (0.14423) (0.17542)
[0.92478]  [0.08437] [2.35588] [0.16882]

D(LTR(-1)) -0.690980  0.045022 0.273311 0.157037
(0.39153)  (0.50012) (0.14207) (0.17280)
[-1.76480] [ 0.09002] [1.92376] [ 0.90880]

C 2.126954  -0.234791 0.364535 0.537805
(0.63937)  (0-81669) (0.23200) (0.28217)
[3.32665]  [-0.28749] [ 1.57127] [1.90594]

LPIB 0732229 0.170414 -0.116908 —0.194760
(0.22980)  (0.29354) (0.08339) (0.10142)
[-3.18631]  [0.58055] [-1.40200] [-1.92033]
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R-squared 0.628920 0.323803 0.375925 0.212336
Adj. R-squared 0.561451 0.200858 0.262456 0.069124
Sum sq. resids 4.307026 7.027308 0.567087 0.838897
S.E. equation 0.361270 0.461464 0.131089 0.159440

F-statistic 9.321607 2.633723 3.313037 1.482669

Log likelihood -12.18491 -21.97603 28.36491 20.53340

Akaike AIC 0.959245 1.448801 -1.068245 -0.676670

Schwarz SC 1.254799 1.744355 -0.772691 -0.381116
Mean dependent 0.090464 0.164239 0.067446 0.001613
S.D. dependent 0.545535 0.516209 0.152642 0.165254

Determinant resid covariance (dof adj.)  9.74E-06

Determinant resid covariance 4.51E-06
Log likelihood 19.13526

Akaike information criterion 0.643237
Schwarz criterion 1.994340

216



