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Abstract:

This study aimed to analyze the impact of exchange rate shocks on the money supply in Algeria during the
period (1990-2024) using advanced econometric models. The results indicated a long-term equilibrium relationship
between the exchange rate and the money supply, where a depreciation of the Algerian dinar leads to an increase in
the money supply, while an appreciation reduces it. Additionally, inflation, foreign trade, and economic growth play
a significant role in determining the money supply, though their effects vary between the short and long run.
Diagnostic tests confirmed the stability and suitability of the model, enhancing the reliability of the findings. Based

on these results, the study recommends adopting flexible monetary policies, strengthening currency stability, and
coordinating economic policies to ensure money supply stability.
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Akaike Information Criteria (top 20 models)
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ARDL Error Correction Regression

Dependent Variable: D(M2)

Selected Model: ARDL(1,1,0,1,2,1)

Included observations: 31

Uaset! Eg—"uAS Uolase

Variable Coefficient Std. Error t-Statistic Prob.
D(INF) -0.1236 0.082287 -1.50211 0.1495
D(EXR_POS) -0.18558 0.058936 -3.1489 0.0053
D(EXR_NEG) 0.434799 0.218133 1.993272 0.0608
D(EXR_NEG(-1)) 0.643615 0.2721 2.365364 0.0288
D(BC) -0.46641 0.054438 -8.56766 0
CointEq(-1)* -0.22975 0.022887 -10.0383 0
R-squared 0.880907 Mean dependent var 0.732852
Adjusted R-squared 0.857088 S.D. dependent var 5.400395
S.E. of regression 2.04155 Akaike info criterion 4.437281
Sum squared resid 104.1982 Schwarz criterion 4714827
Log likelihood -62.7779 Hannan-Quinn criter. 4527754
Durbin-Watson stat 2.517173

F-Bounds Test g}l jLas
e Lol g ¥ 1y el syl
Test Statistic Value ‘ Signif. 10) (1)
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F-statistic 10.94043 10% 2.08 3
el dxys 5 5% 2.39 3.38
2.50% 2.7 3.73
1% 3.06 4.15
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Variable Coefficient Std. Error t-Statistic Prob.
INF -1.29412 0.668654 -1.93542 0.068
GDPG -3.53697 1.630981 -2.16861 0.043
EXR_POS 0.349228 0.151913 2.298863 0.033
EXR_NEG 0.433626 0.691708 0.626891 0.5382
BC 0.191064 0.383448 0.498279 0.624
C 63.43936 13.98553 4536072 0.0002
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