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Abstract:

This study aimed to evaluate the effectiveness of machine learning
models in forecasting inflation in Algeria and to compare their performance
with that of traditional econometric models.

The results showed that the Random Forest model achieved the best
forecasting performance, recording the lowest Mean Squared Error (RMSE
=0.842) and the highest coefficient of determination (R2=0.991). In
contrast, the Multiple Linear Regression model exhibited the weakest
performance. The study highlights the importance of leveraging artificial
intelligence techniques to enhance economic forecasting and improve the
effectiveness of monetary policy.

Keywords: Inflation; Machine Learning; Random Forest; Algerian
Economy; Economic Forecasting.
Jel Classification Codes: C45, C53, E31, E52, O55.
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