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The economic relationship between the

monetary policy and economic growth in
Algeria during the period (1980-2018)
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Abstract: The aim of this study is to identify the impact of monetary policy on
economic growth in Algeria during the period 1980-2018 due to its importance in
achieving the objectives of economic policies such as economic growth and stability,
using the VAR model which express the relationship between GDP; money supply
and the exchange rate depending on Eviews 12 which examine the model by the
statistical and standard tests. The study concluded that monetary policy in Algeria
affects economic growth through the exchange rate, while money supply did not show
any effect. This was proved by Granger Causality test which showed a causal
relationship from exchange rate to GDP. The impulse response functions also showed
the contribution of the exchange rate in explaining economic growth in the short term,
which was rather small and increased in the medium and long term.
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GDOP M2 XE
Mean 6207.064 4310.225 51.28974
Median 3238198 1789.350 64.58000
Maximum 20259.00 16636.70 116.5900
Minimum 1625072 93.53800 3.840000
Std. Dev. G6578.909 5131.880 3574886
Skewness 0.825792 1.081548 -0.077400
Kurtosis 2211910 2760095 1.738259
Jarque-Bera 5441825 7.7010949 2625924
Probahility 0.065815 0021268 0.269022
Sum 2420755 168098.58 2000300
Sum Sq. Dev. 1.64E+09 1.00E+09 48563.27
Observations 39 39 39
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Correlation
GDP M2 XE
GDP 1.000000 0.991120 0.848548
M2 0.991120 1.000000 0.814072
XE 0.848548 0.814072 1.000000
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Unit Root Test
Time Type
Series The raw data series 15 Order differentiated 179 Order differentiated
t-Statistic Prob. t-Statistic Prob. t-Statistic Prob.
GDP Trend and -0.9625 0.9374 -5.4686 0.0004
Intercept
Intercept 3.0211 1.0000 -4.1806 0.0023
None 5.5782 1.0000 -2.9352 0.0045
M2 Trend and 0.5593 0.9991 -5.4500 0.0004 -8.3231 0.0000
Intercept
Intercept 5.6037 1.0000 -1.0283 0.7322 -8.4540 0.0000
None 8.5236 1.0000 -0.0643 0.6544 -8.4343 0.0000
XE Trend and -5.0268 0.0016 -4.1645 0.0117
Intercept
Intercept 0.5120 0.9850 -4.1528 0.0025
None 1.6576 0.9741 -3.3454 0.0014
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Unit Root Test
Time Type
Series The raw data series 15 Order 179 Order differentiated
differentiated
t-Statistic Prob. t-Statistic Prob. t-Statistic Prob.
GDP Trend and -0.8216 0.9545 -5.8788 0.0001
Intercept
Intercept 2.9652 1.0000 -4.1614 0.0024
None 5.5782 1.0000 -2.8002 0.0064
M2 Trend and 0.8834 0.9997 -4.5328 0.0046 -12.2667 0.0000
Intercept
Intercept 5.6037 1.0000 -2.5104 0.1212 -11.4320 0.0000
None 7.5637 1.0000 -1.4694 0.1304 -9.3922 0.0000
XE Trend and -1.8829 0.6436 -4.1565 0.0119
Intercept
Intercept 0.1705 0.9670 -4.1404 0.0025
None 2.0818 0.9897 -3.4115 0.0012

Eviews 12 galiy cilayize (e sloie¥l &l slus) (e 1 susal!

Of S Syradl @8yt a2 Aa3ll Judbadl o Lasdls cxislad | cdgadl M5 o0
Bl Jla) @bl Aala oo S muady %5 wie Lgiall Ao (1o ST Prob oyd
sitad Laigy (1 4yl o0 2LalS00) Jo¥1 3pall e 8ya1us Bpiall pau oililog A=l
Sl e IS co (2 4l (e 3lalSia) GLN Byall aie guanll (o gyall Al
Gyt g L ) sl e Sleasall ol oof gay 1dag PP 5L 19 ADF
Lylas Loyl anky ol Jud Jobol sy 2 Ayl e aLelSall wlpsall 3 cleasall
Jo¥l @yall we 8 yavadl ol il

(Johansen Cointegration Test) & Add | JolSUI jLas .4.3.1

Y g Aoyl s opo alSie p Aoyl ol paiay Ao Ll 23l odbad! oof Loy
AMatl Ayt Ll U3 e sling alpsall sda on ilde JolSS Jlei>| azgy
Sl g lad z3ges Jleaiwl gobasd¥l gaill Luadl Luledl oo LalazsYl
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VAR 11 5 assd g lads 4o ys ugus .5.3.1

(W Jguzdl § laall Ladg il sl sae ass o
S S sie i pulas -5- Joond!

Incluﬁed observations: 34

Lag LogL LR FFPE AlC sC HQ

-762.5047 A 7.22e+15 4502969 4516437 4507562
-588.7032 289.0615 8.04e+11 3592372 3646243 3610744
-592.3431 1010142 953e+11 36.07900  37.02176  36.40051
-076.5886 22.24161% 6.64e+11* 35.68168% 37.02847 3614093
-568.4152  10.09648 7.4Te+11 3573031 3743113 3632739
-0f2.2868 6488902 9.9Ge+11 3589923 38.05409 36.683410

5 QN R ]

Eviews 12 zabip il ydes : yusall
g\iai alys b saad 45 Hannan-Quinng Schwartz jlas oo S 0 odlel Joazdl I o0 Lasdls
U slare! @iy Gl a3 Alial ol,5 s &I LRy FPE tAkaike Hlirs (po S e Loty caslg

.SC (Scwartz) Hleal Ladg a9
sl Laslie 3.2
oo (s Lz lg Labaidly Lilbas| Lee Juazll mlud) Julas qi Gl Lagd
Il g Lo 3 ges il 132
Gyl g La i y90ids -6- gtz

e m s n e mea e maa n e e mmsa mn e e

GDP raz HE

GDPE-1) 1.07 3200 0.261734 -0.001884

(0. 14678} (0.07896) (000117}

[7.31145] [331491] -1 60T25]

MZ(-1} -0.087005 0.738152 0.002618
(0.17485) (0.09406) (0.00140)

[[0.49759] [ 7.84804] [1.87468]

HKE(-1) 9479311 -0.283397 1.008442
(5.84466) (3.14391) (0.04668)

[1.62188] [-0.09014] [ 21.6043]

c -21 543819 -34 TI4ET 2 112285

(185 038) (99 5342) (1. 47779}

[-0.11645] [-0.34897] [ 2.10604]

R-squared 0.991869 0.996151 0.931978
Adj. R-squared 0.991151 0.995812 0.930388
Sum sq. resids 13068619 3781388, B33 5498
S.E. equation 519.9767 333.4926 4.951381
F-statistic 1382.475 2033433 617.5378
Log likelihood -206. 1343 -272. 5720 -112.5937
Akaike AIC 15. 79654 14. 55642 5.136511
Schwarz SC 15 96892 14 72880 5.308888
Mean dependent 5366.131 4421.191 52.53842
S.D. dependent 6590.779 5153.133 25.35631

Eviews 12 zabiy ol yiee 1 jusall
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4l 7 3erll c¥slae g sl pgds
GDP = C(1)*GDP(-1) + C(2)*M2(-1) + C(3)*XE(-1) + C(4)
M2 = C(5)*GDP(-1) + C(6)*M2(-1) + C(7)*XE(-1) + C(8)
XE = C(9)*GDP(-1) + C(10)*M2(-1) + C(11)*XE(-1) + C(12)

L e Juamiig OLS slall Gpiiall cilan,ll 4a )b Jleatuwls dilelan jadny agds o

System: UNTITLED

Estimation Method: Least Squares

Date: 06/20021 Time: 13:18

Sample: 1981 2018

Included observations: 38

Total system (balanced) cbservations 114

‘G

Lalall ypiall Slasd) isylay g3 gaill juds -7- Joiz!

Coeflicient Std. Error t-Statistic Prob.
C(1) 1.0732200 01467832 7.311451 0.0000
C(2) -0.087005 0.1748532 -0.497588 0.6198
C(3) 9.479311 5.844656 1.621877 0.1079
C(4) -21.54819 185.03832 -0.1164532 0.9075
C(5) 0.261734 0.078957 23.314912 0.0013
C(6) 0.738152 0.094056 7.848044 0.0000
C(7) -0.283397 2.1432907 -0.090142 0.9284
c(8) -34. 73467 99.53420 -0.248972 0.7278
C(9) -0.001884 0001172 -1.607250 01111
C(10) 0.002618 0.0013296 1.8746832 0.0637
C(11) 1.008442 0.046678 21.60435 0.0000
C(12) 2112285 1. 477789 2106041 0.0377

Eviews 12 @:Uﬁ Sl yka 1yl

e o) Luleadl A mioss gl ziseidl zlimiuly psdi mludl sda I e
ik LS O s ¢ il (8 goband ¥l gaill
GDP = —21.54 + 1.07 GDP(—1) — 0.08 M,(—1) + 9.47 XE(—1)
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Ca}o.uu a-y;‘-‘a#}” Zwa..\." 2.3.2
CJ‘QMU Asbasy oyl -8- Jj..\.'x_”

Equation: GDP = C{1*GDP({-1) + C2PM2(-1) + CIPHE(-1) + C(4)
Observations: 38

R-sguared 0.991869 Mean dependentvar G366.131
Adjusted R-squared 0991151 S.0. dependentvar 6590.779
S.E. ofregression 619.9767 Sum squared resid 13068619
Durbin-Watson stat 1.873981

Equation: M2 = C(5*GDP(-1) + C{EF*M2(-1) + C(TyHE(-1) + C(8)
Observations: 38

R-squared 0996151 Mean dependentvar 44211890
Adjusted R-squared 0985812 S.D. dependentvar 5153133
S.E. ofregression 3334926 Sum squared resid 3781388
Durbin-Watson stat 1.983637

Equation: XE = C(9*GDP(-1) + C(10FM2(-1) + C(11*XE(-1) + C(12)
Observations: 38

R-squared 0.981978 Mean dependentvar 52.53842
Adjusted R-squared 0880388 S.D. dependentwvar 35.35631
S.E. ofregression 4 8951381 Sum squared resid 833.5498
Durbin-Watson stat 1425866

Eviews 12 molip Sl yiea 1 sal
ol e Joy b %98 395 7 3geidl c¥slas puamy olidl Lol Jalas oof Lasdls
Ly %98 Bgas Apaudy yiall paall § Jummes Gl olpanll J s 5y iall ol il
aeer slael oS iy .z 3seill (s 89290 AE 63T Jalse Layuas uaall
Lod ST Com Jaddl 2 2l Aslal) o LasMUl ey Bginn z3gaidl c¥olas
R? = 0.9961. o=l Jalae
e ¥ Wslacl) 5yl clpaall lelas o Jasdli t-student bl ase Lud
bl @l Sl 2obedl Lalall lae L %5 Lgiall oy Jolats o> Lgine
ey ALl Aalall T S Lilbas| @lgde g8 Jllo Lgine 13 (g Lie 3,5l
910 Ligian Ay Lsslae @3 Lo 13] Adbas| Bgiae I3 OS5 08 ypnll jau
D13 gd 35aill (e Aalany @l Jlez) (o S Aalas o8 2ol Aslall (o, Lagd
Ay 0 ST (g8 Jaradl 598l (apey Bpall jaw delas Loiw 2ilas] Lgine
saw Aalae ols AN Aslall § LS Lilbas) cAlsie i Lagd Jllly %5 Dgiall
Aglas| ¥y 13 Laad lagd usly a3l 63 Bpall yaug Jarudl byall
e Js b gag algumll 2aiall (o AST gl Fisher aid (T Lasdls -6- Jgll 4
OLd ding 8y lual) Dilpaill goazmay yiuall paill o IS O Lgias Abas AMe 3929
Agiall Ciany JSS 7 390l
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seidl e o) aled) 50l aas g z3sail) o Jo¥) Aslall o Liag Leg
Ao gplall Ayl 2L e LY e LiSas @1y 85152l § (golimid]

7 3geild aland ¥l dulyull 2.3.2

ByLa) of oms G Slami¥l plad 73008 Jleaiuly gulbidll maadl mlo e oLy
Lylaill ae QLI Y LpyLi) o (61 Lioliazd) gane Jo¥1 Aolally Lol olalall ppa
Jus 1oy Btz dpuzedl] Jalas dagd oof oy Ll Lgine il Ll pe &p3lazd ¥l
sl sda i 13) 45l (ol jhall paall e i L ed 3y fall alpaall off e
Chyaall pas Aalae Hlael @3 13) elld Cadlsey ol bl Jlez) 3 a5 ol Gy ¥
OL8 B9 Busgs Byuall yaw al3 LS ail Jaall LuSe; %10 Lgins Ay dic Ligine
Juae dae paiyg Adoel | Aleall Aayd adsys s B9 9470 it $3Lai8Y il
Apoland¥ 4kl ae slaty Lo gag saidl 35050 555 Lo clegdull ¢l

z 39l Baga yuds.3.3.2

:(Granger Causality) yzeil yo At yLiis|

e Aew las 1 -9- Jgazdl

Pairwise Granger Causality Tests
Date: 06/22/21 Time: 13:53
Sample: 1980 2018

Lags: 1

Mull Hypothesis: Obs F-Statistic Prob.
M2 does not Granger Cause GDP 38 1.58305 02167
GDP does not Granger Cause M2 15.9414 0.0003
XE does not Granger Cause GDP 38 412844 0.0498
GDOP does not Granger Cause XE 1.22066 02768
XE does not Granger Cause M2 38 3.50798 0.0694
M2 does not Granger Cause XE 214262 01522

Eviews 12 zalip il yies : yusall
gl e Boadl Auledl clpdie U g o oSl LYl lda M 0w
S Sz e S350 000 badd Bpall Byni o -9- Jgadl by G g2lazdl
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529 %109 %5 wie Lginll Aoy (1o yiuol Ao yall Joud Alleis| 0685 du A=l
seidly Bpall s on lass G Loyl @8Nl golmzd¥l Joleddl sy L
Lt AN M5 (0 35341 (iye § ik @l Jlea) of LoDl LS . solaza |
Lo Lowd AnLie At A8Mat 5929 ¥ b piall BL Lol colees¥l 2pnlo

elasSU G101 BoLs ¥ 5 las |

AasS 3101 ol ¥l yLis ! -10- Jgasell

VAR Residual Serial Correlation LM Tests
Date: 06/22/21 Time: 13:11

Sample: 1930 2018

Included observations:; 38

Mull hypothesis: Mo serial correlation atlag h

Lag LRE* stat df Frob. Rao F-stat df Prob.

1 11.85139 g 02218  1.360447 (9, 70.7) 0.2227

Mull hypothesis: Mo serial correlation atlags 1to h

Lag LRE* stat df Prob. Rao F-stat df Prob.

1 11.85139 9 02218  1.360447 (9,70.7) 0.2227

Eviews 12 zaliy Sl yda 1yl
Ldia=s &> VAR Residual Serial Correlation LM Tests L | él.b o2 el Jﬁ..\.g-J\
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ST (29 0.065 Zagall ) drlai>! pdd Jarque-Bera (asdall a3l Hlasl 5l o
2l @l Al o e (ais B dactadl syl L g %5 Bgiall Aoy (0
gl 839> e Jus dag (s 5o
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Response to Cholesky One 5.D. (d.f. adjusted) Innovations + 25.E.

Response of GDP to GDP Response of GDP to M2 Response of GDP to XE
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- Corazon K. Kamaan. (2014). The effect of montary policy on economic growth in Kenya.
International Journal Of Business And Commerce, 3(8), 11-24.
- Osasohan Agbonlahor. (2014). The impact of monetary policy on the economic growth of
United Kingdom: A vector erreur correction model (VECM). European Scientific
Journal, 10(16), 19-42.
s pdlse @
https://donnees banquemondiale.org/ Jgul bl -

https://data.albankaldawli.org/ o
https://www.ons.dz/ cililas gbogll lgaal! -
https://www.bank-of-algeria.dz/ ,5!5e3) b -

101 2021/ (01) 09 —aid¥) Joiinwal) dpalall aal)


https://donnees.banquemondiale.org/
https://data.albankaldawli.org/
https://www.ons.dz/
https://www.bank-of-algeria.dz/

