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Abstract

The present study is an attempt to look at the effectiveness of
monetary policy tools in dealing with the inflation rates and the
relationship between monetary policy instruments and inflation rates
in the Algerian economy during the period between 2001 and 2014.

The research relies on modern techniques used in economic
measurements such as the preprocessing tests, the theory of joint
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integration as well as  Granger’s tests of causality.

The results of the study demonstrate the existence of a long
term equilibrium relationship between the instruments of monetary
policy and the inflation rates in Algeria. The study confirms the
effectiveness of monetary policy tools that targets inflation. It is thus
in line with the claims of the Bank of Algeria and its claims to
maintain the prices’ stability during the period studied.

Key words: inflation, monetary policy tools, liquidity
absorbed, Price stability, Co- integration, Granger causality.
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9%0,30 | %0,30 | %0,30 | %0,30 | %0,30 | %0,30 | %0,75 | %0,75 | %0,30 | %030 | - - - - wj‘j’f‘
2374 | 22414 | 2104,1 | 1669,9 | 1594,1 | 1494,7 | 1372,2 | 1287,1 | 621,2 | 607,3 | 557,3 | 376,7 | 239,2 | 43,5 et
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Lgntl) Agpuadl g lasind 3100 cglia) aliaVl) daiil) dubudl sl
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INF (inflation)adaill Jaea —
oe i Alls ABL ( liquidity absorbed) daiedll dsaull —
- Agaa) Aulud) @l
1 2014-20015580 iagll slai@¥) (i Ay lly adiiuin Cua
e Jgasll Eviwes9 galip Ao aldic¥) & L saalie 13 oy L
ragllal) sl
Zigall) yaadl hadl) lasi¥) g dgai Yl
ol (e AR Aagads 3paatl Tasad) dadd) HlaaiV) z3sad addii
08 Al gl Allad o Hlie) e adaill Joees £ dulud)
ielua O Cuny Auhall 558 DA daiedl gl aas 4 Jiaw
p AU il e Al 3 s
INF = C (1) + C (2)*ABL
ddiaall Ugpall ana tABLaduail) Jaxs :INF: s
il Judbad) A i) s Ll
Dickey ) ADF Uil aladinly el Judlall 2yl Los) S
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Aial s

sl Carial Liaill Judldl (o il cajelil Cum (DIFFERENCE)
Jsan) e s LS A5V (35 ,al) i 6 jitse Laly (5 siosal) die 5 jine y0

Sul

sic INF 4dalilula(Unit root test) sasgll jia jLid) milii 10248, Jsaa

(AN (59l

MNull Hypothesis: D{INF) has a unit root
Exogenous: None

Lag Length: 1 (Automatic - based on SIC, maxlag=2)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -4.956469 0.0002
Test critical values: 1% level -2.792154
5% level -1.977738
10% level -1.602074
Eviews9 gbin o alaie¥l cpbiald) das) Ga : juaall
Al Shjj\ JJ; ‘)Lﬁ;\)f djdaj\ <.$A 3.:.&4}43\ Cju\ DA % Ll

Aallaall Aally Ay gunall adll o) V) (55l die adztl) Janal Ayl
INFJ o)l dludul) o ey 1385 Mackinnon J daall dadll (ye J

.%10}%5}%1 M“)JMLQJLMJLDM
ABL 40}l Aululi(Unit root test)saagl jia jLid) milii :03 285 Joaa

Y @A

Full Hypothesis: D{ABL) has a unit root
Exogenous: Mone

Lag Length: O {Automatic - based on SIC, maxlag=2)

t-Statistic ProD.*

Augmented Dickey-Fuller test statistic -3.27 7499 0.0035
Test critical values: 1% level -2. 771926
5% level -1.974028
10% level -1.602922

Eviews9 galiy Jdo el cpfaldl dlas) e @ jlaall
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iyl Aluludl o Jsaall 8 dacagall HLEAY) =508 DA e LD
oY) Gl die Lol 358ie ABL dsiiadl) gl ana ]
Johansen (jswilaga LSa)
Gl die Lo e XUy ZoalaiBY) clpriall JalSs dayn 2aad day
ol Gulai ey ¢ AsY)
Ll Chsie o Al A0 dijped iddl JelSall o puilaga
s AUl Joanlly Jshall JaY) 6 (adacail) Jarey daaiad) dlgpull)
Al il

Oomilhgal dlidiall Jalsil) HLd) milii :04 o gan

Series: INF ABL
Lags interval (in first differences): 1 to 2

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo, of CE(s) Eigenvalue Statistic Critical Value ProbD.**
Mone = 0910827 29 41607 15.49471 0.0002
At most 1 0226638 2827090 2.841466 0.0927

Trace test indicates 1 cointegrating eqnis) atthe 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**Mackinnon-Haug-Michelis (1999} p-values

Eviews9 galiy Ao slais¥l cpfiald) 2as) (e 1 juaal)
JE15.49 dsuaall dadll of oDlel Jsaall & dawasall milill i
0.0002 zyad) Jwia¥) of LS %5 (ssiuse 2029.41 dajall Aol (1
Wle 2y adn B AN sl dum (eiy Jalby 0.05 e 8
call Jiits cadmill Clamas daieall Agdl s o Slide LS
Slo Ja lae i) Jol&all J&Y1 e aaly dsie dsa S5 g3 Jad)
Al Cilyrie (B dplad A3 55 dgas
ridall Jalsil) SLaa) sla)
WD) s V) ishdy el dtd)l JalSil) Al ot
sl dblee e deans Gun dalall graall Gilagya) diyphy ddadl

aall as U Bl i) s Lo Jseaal) S el Jalsil
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Ll cduhall clhrie Gn gl Alsh Anlall Al g algall adll
sl Apia3l) ALl Ayl las) ad G )
Sy Ailea o Jganll .1
Jara Jlanil ehals aaliie¥) (ghall Cilagyal) Ayl Gl
A 5y0al) AD e Uiliast daieall gl aas e a3l
INF = 2.36214950888 + 0.000898016388893*ABL
Jsanay Cage duaieal) gl ans Jalee of Alalaall 038 (i
Tl Jpiia g5 anlls Jpall oy
Blol) Aol 4 i) jLas) .2
Gudi P e JaV) Ak )5 ADe 35a A3l e iag
DLEAL st Cas dgpaall Cibpsiall (g Sidall dalsill Lasl
Aol (o AlalSia g 3iane gl (ge STl U 1ol ddid 3as gl 3
to Lo LAY il cyedil 285 In(0) vie Ayl
g simal) 2o U Blod) Aldas 4 )85 Bangl) jda LA 105 a8 Jan
Mull Hypothesis: RESIDOT has a unit root

Exogenous: Mone
Lag Length: 1 (Automatic - based on SIC, maxlag=2)

t-Statistic FrobD.®

Augmented Dickey-Fuller test statistic -4 036228 0.0008
Test critical values: 1% lewvel -2 771926
5% lewvel -1.974028
10% level -1.602922

*MackKinnon (1996) one-sided p-values.

Eviews9 galin Ao alade¥l ofalll ae) a1 juaal)
Lgunal) 2l o JaadU oDlel Jpaall 3 daaasall bl DA (e
Sl Al Aladudl o) iy Lae Aajal) dal) (e i Adlldl) deglly

(sl die Lol 3 ySha
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adill N ame S as of ol jihall 8 sl Jaees Aol Ay

bl 558 P Gl dulud) @l @lSan e adied il 8
el alil) i sae Hlad) .3

AIC (AKAIKE INFORMATION CRITERION) _lial e slaeVl

SCSCHWARZ  INFORMATION  CRITERION)( sl

SC_Lidlg AIC LA Guua il Al ¢y 10642, Jg>

VAR Lag Order Selection Criteria
Endogenous variables: INF ABL
Exogenous variables: C

Date: 117G Time: 13:24
Sample: 2001 2014

Included observations: 12

Lag LogL LR FPE AlC 5C HQ

0 -122.4485 MA 3493573, 2074141 20.82223 20.71149
1 -110.0150 18.65030% 874776.0 19.33583 19.57828 19.24606
2 -104.2118 6.770358 T06080.37 19.035307 19.43939* 18.88569%

Eviews9 galiy o alis¥l ofald) das) G ¢ jdaal)
ad oyl cn Bl aalil) g8 o LU Jeaall DA (e
Jag=2 4 SCAIC (5)lmdl
(Errer Correction Moel ) ECM Uiy (el Glgal 4
Jarey datll dulnd) clsal e JalS dsay (e XU 2ay
Jalsall LAY 5yaf sshaS Uadll momal zigal iy agdi adoal
& Aaagall Al e Jaasll S Bviews9zalin aladiulyy ol julall
led sy Gy bl 82 bl ae o alall ae oliaf Jsaall
VAR z3sai & ScyAic gl
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Errer Correction )ECM Uil aal zigal jLid) guilii :07a8) Jgan
(Moel

Dependent Variable: D{IMNF}

Method: Least Squares

Date: 111716 Time: 13:41

Sample (adjusted). 2002 2014

Included observations: 13 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.

C -0.360836 0.476747 -0. 757826 04660

CiABLY 0.001933 0.000943 2050161 00675

-1} -1.001757 0.359759 -2.784446 0.0193
R-squared 0730770 Mean dependentvar -0.100000
Adjusted R-squared 0676924 S.D. dependentvar 2 612269
S.E. of regression 1.484809 Akaike info criterion 3827623
Sum squared resid 22 04657 Schwarz criterion 3.957996
Log likelihood -21.87955 Hannan-Quinn criter. 3.800826
F-statistic 1257146 Durbin-Watson stat 1.999413

FProb(F-statistic) 0.001415

Oiald) das) et juaal)
Eviews9 zaliy Ao alalie¥ly

dalee o) oy el Joaall 3 dacagdl LY <l DA (e
Les Prob> 0,05 ¢us dosima  pe (c) <wlll aally ABLAaieal) agul)
LaadU Laiy ¢ puaaill s2all 8 Zuhall Chiie Gn ADle dgag ple i
Gl Lo sas dsinas Al ECM(n) Wad) s Jalae Aadaa
Ut egmniat iy cadiaill Jamas Bpaill Al Clsal G 3DAe 25mg
Jashall Ja¥) & sl sl g saslly

R> = 73% gz 3saill &gyl 508l o Jpaal) il DA o ey LS
Jara & 5l (0 %73 it Apaitl) Asbauadl ol o 5T ¢z 35aill A e
o) 5 W Probe(F)<0,05 of Laadi yi dglasy dually W cadal
o gl Y gl o ) ALaYl (Lilas) msay gsine g dsel
Durbin-Watson=1¢9994 4jlas) 4ig L 1y S Llay) JSUia
Jal€ a4l AL Bl e o Jully 2 e s Sl
ashall gadl b asall Jaea s 4l dlpd) Slgal G a3
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abai O Granger Causality Tests jadl duuad) jLis) :Luald
aduail) Jana g Ayahil) bl

Do sy S Opsie Ox Diide JalS agag o o aile el
s o gitis s canls olas) 8 J8Y) e cppiiall (uda (o A

Dl Granger ,lia) Lyal duhall clpsie o A aaail
el aladinly ellyy il dulud) gy adaill Jame Gp Ay
Solral Ao JRVOAY ;13.5.} laaaf &2 lpalll aae plall as Eviews9
VAR z3sai & SC 5 Aic

S R ABle 35a paay paall A ladl o SLasVl 1 ahy
S iyl ek (305 aduill Jaeas Bkl Aulpd) gl o G
LAY R padly G Jgaadly oz dgaill Aalaa i A e lldg
clgal Om el A8l Granger Causality Tests jLid) :08 &8 Jga
adatl) Jaag Al Ao

Pairwise Granger Causality Tests

Date: 111716 Time: 14:06
Sample: 2001 2014

Lags: 2

Mull Hypothesis: Obs F-Statistic Prob.
ABL does not Granger Cause INF 12 2.91370 0.0723
INF does not Granger Cause ABL 5588935 0.0246

Eviews9 gualin Ao alais¥l cufiald) 3as) (ha @ jiuaal)

Aflasy Gl gzl Jlia¥) dad o maiy el Joall P e
iad oo ST BT i

Op L Dl aag Y by adel) dund i 4k (PROB=5%)
ABL  INF (e 425 adaill Jases Luaiaal) Agpndl ans
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