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Abstract:

The objective of this study is to analyse and quantify the effect of monetary supply on
inflation, using the Algerian liquidity index for the period 2000 to 2023, using the ARDL model.
The theoretical literature on monetary presentation and inflation was reviewed, and their
evolution Finally, their relationship was determined through quantitative analysis, with the
adoption of the economy liquidity index, which represents the ratio of cash to GDP (M2/GDP).

The study found Positive relationship between liquidity index and inflation rate in the long-
term, increasing the liquidity rate by one unit increases inflation by more than 2.66 units, Due to
the inflexibility of the production system to respond to the increase in monetary demand .
Therefore, adopt an effective strategy for the promotion of productive sectors in order to align
production with the accelerated growth of cash liquidity.

Keywords: Money supply, Inflation, Liquidity Index Of Economy, RDL model
Jel Classification Codes: E31, E51, C13.
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Selected Model: ARDL(1, 1)
Date: 01/02/25 Time: 23:07
Sample: 2000 2023
Included observations: 23

Cointegrating Form

Variable Coefficient Std. Error  t-Statistic Prob.
D(LR) 6.797423 1.795021 3.786820 0.0012
CointEq(-1) -1.117786 0.190061 -5.881205  0.0000

Cointeq = IN - (2.6680*LR -165.6920)

Long Run Coefficients

Variable Coefficient Std. Error  t-Statistic Prob.
LR 2.667951 0.852046 3.131227 0.0055
C -165.691965 56.656308 -2.924510  0.0087
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