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Abstract:

The aim of this research to study the effect of monetary policy on the stability of
exchange rates in Algeria during the period 1990-2015 using vector regression models, variance
analysis and response functions. The study showed a mixed exchange rate model comprising
monetary policy instruments (discount rate, legal reserve rate ,real interest rate) , in addition to
the consumer price index and gross domestic product, money supply in a broad sense, and
concluded that the money supply and the rate of the legal reserve has the highest predictive
capacity of other variables in predicting the mistake to predict the exchange rate and therefore
the variables that do not affect the same level in the interpretation of the official changes in
exchange rates in Algeria.

Keyes words: Monetary policy, Exchange rate, VAR, Variance analysis, Algeria.
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2002 | 2001 | 2000 1999 1998 1997 1996 1995 1994 1993 1992 1991 1990 L)

79.68 | 77.22 | 75.26 | 66.57 | 58.74 | 57.71 5475 | 47.66 | 35.06 | 23.35 | 21.84 | 18.47 8.96 | TCH

2015 | 2014 | 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 L)

100.69 | 80.58 | 79.37 | 77.54 | 7294 | 7439 | 72.65 | 6458 | 69.29 | 72,65 | 73.28 | 72.06 | 77.39 | TCH
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G L sk jlas1:(2-3) Jgud

VAR Lag Order Selection Criteria

Endogenous variables: TCH IPC M2 DR RO IR PIB
Exogenous variables: C

Date: 07/31/17 Time: 09:54

Sample: 1990 2015

Included observations: 21

Lag LogL LR FPE AIC sc HQ
0 -613.9616 NA 1.14e+17 59.13920 59.48737 59.21476
1 -435.0808 221.4715* 6.42e+11* 46.76960* 49.55499* 47.37410*

* 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

Eviews 9 w2 el

Hand Ll 9 Sl oS Lt —4
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3 Slprdll Gy B sug @l Jral) oS ke KoY ab il ol e el BT s aley csgradl i dis
st sl
(Granger Causalité test) £ 1, iped! jlas1 2—4
N ag aldl g Slpaall o 8,50 B Jo 5 e ST it 5l @ Ol AT 8,08 2 sLasVl (3 ded)
t ok LSTI0D tgian (S5t die Al ol ad & E 1A Bl

V) el age ol VI all e Gty olE) (3 R WD 3y -

et Ble] Jaas ol oV OB all e (g Al ol (3 s B g2y -

VgV el 25e ol (il oAl Cpy Aoy olE) (3 s BV gy —

e wolel Janay Dzl jlanl 550 G (palE) (3 G B gy -

VI el age ol (Gl Y1 blam V) Jus Gy dlg olE) (3 B BV 3gmy -

g el age ol U sl ) Ay ol (3 d BV 3gmy -

L) oAl olE ol Bale] Jdms Cp Aolg oLE) (B R BMe 35y -

LA 2l ol a1 o) Gy Aty o) (3 R B 32y -
Bl B> SIS Gl 5 83 sal) bl 54 Ly (Vector Auto Regression)VAR 34 pui -5
VAR(T) 358 pain i Ggee JUL

TCH =0.508918205548*TCH(-1) + 0.525272761148*IPC(-1) + 0.00917146401194*M2(-1) - 0.274875209854*DR(-1) -
3.28736793139*RO(-1) - 0.275216563062*IR(-1) - 0.00648794517683*P1B(-1) + 20.1226889792

R-squared 0896128 Eviews 9 wlx2 @ il
Adj. R-squared  0.840197
F-statistic 16.02203
Durbin-Watson stat 1.923553
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VAR(1) z34 dyl il jlas-t: 1-3 (S VAR( 356 dylfal jlas): 3=3 Jgud!

Inverse Roots of AR Characteristic Polynomial Roots of Characteristic Polynomial
Endogenous variables: TCH IPC M2 DR RO IR PIB

1.5 Exogenous variables: C
Lag specification: 1 1
1.0 Date: 07/31/17 Time: 09:53
Root Modulus
0.5 .
. 0.965288 0.965288
0.0 . R 0.826832 - 0.185060i 0.847289
0.826832 + 0.185060i 0.847289
0.702877 0.702877
-0.5 . 0.060070 - 0.502782i 0.506358
0.060070 + 0.502782i 0.506358
10 0.364364 0.364364
No root lies outside the unit circle.
15 ‘ ‘ ‘ ‘ ‘ VAR satisfies the stability condition.

-1.5 -1.0 -0.5 0.0 0.5 1.0 1.5
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YIS B piad L 5 aSSlema ¥l olnall e Cllall 5 dDlgral asl; s oy g U1 Y1 5130
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A G &Y Bl and bl AE:(4-3) Joud!
Period  SE. TCH IPC M2 DR RO IR PIB
1 4448060 100.0000  0.000000  0.000000 ~ 0.000000  0.000000  0.000000  0.000000
2 6787772 7347016 0989262 8997850  1.411051 1024466  0.962555  3.924465
3 8575156 6174766  0.920563 1019440 3.207453 1550309  3.772694  4.654132
4 9509547 56.07644 0879374  12.87226 4722957 16.77431  4.346029  4.328627
5 1022511 5099948  0.881037  17.65631 5795976  16.67212  4.000707  3.994369
6 1069146 4666192 0.870530 22.84875 6.357572 1591176  3.659407  3.690070
7 1111546 4377897  0.840923  27.27666  6.410216 1479697  3.479152 3417106
8 1160337 4238968 0793749 30.39833  6.038345 13.62534 3539664  3.214894
9 1221036 4226544 0.731384  31.94123 5458227 1265506  3.856475  3.092184
10 1292489 4302494 0.661294 3203814 4914096 1200162  4.329356  3.030563
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Response to Cholesky One S.D. Innovations £ 2 S.E.

Response of TCH to TCH Response of TCH to IPC Response of TCH to M2
15 15 15
10 10 o4 N
s Tl N 5 5 -]
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