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The impact of monetary policy on inflation in Algeria
a record study during the period 1990 to 2021.
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Abstract:

This study aims to assess the impact of monetary policy on inflation in Algeria during the
period (1990-2021). The self-regression model for the distributed slowing down (ARDL) was used
to estimate the long-term relationship after ensuring a common complementarity between the
study's variables. The results of the study indicated that monetary policy in Algeria is relatively
ineffective in influencing inflation, mainly because of the reliance on monetary issuance to cover
the public budget deficit free of charge for the monetary block. Inflation in Algeria is structural
inflation resulting from non-monetary factors such as the dependence of the Algerian economy on
the outside and the spread of the parallel market.
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Orthonormal Loadings
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sdey oldl e 5 [t Gpni 5 L
S oo elad 3N ULV mgne dll) pasns (ARDL 3405 plisuinl & el JolS) dng2e3.3
«Sun (1998) .+ JS" 8 0 0pskai & U1 Autoregressive Distributed Lag model (ARDL)
Srall S el (3 aadsze) a L ] sl e Tised) e uny &> ((Pesaran, 2001, pp. 289-326)
Jral LS et of (Engel Granger To Step method) cuskidl w3 216 14T Jae sy 2l 5241 3 Ll )1
(VAR) gl gV ansl 2354 L) (3 (Johansen) aomgs
:(muhammad afzal et al, 2013, p. 25) AT Ll o 248l (ARDL) 58 ol elasd GUU1 ALY dmgin o
colalall o 80-30 cp oas 3 Spinal) Slual) (3558 3T Lo o8 ol Vs iy V1
LS clogrg L) - 3 5T 1(L) 25 o 1(0) 250 e 2balSan Joddl cilST13) Las ol iy sk s piszey v/
A(2) 25 oo AhalSao Bnl) D) st SIS L Wl (3 JWb 5 055 (ARDL) 35 of
W ke o Jpamdl sl Y Sl r B30 SN DIt e AU ] Pl e e L) (ARDL) 358 Gy v/
sl 2 P e S a1 85 Uik e seadd (2 LN r (P 1) sis ik sy UL
2l 23lax| jules e bolaze) 23gadl Lol vng sladl 3 Al Slpaddl sae ga K g pdsnas OF K6 ollar] 35

Hanan-Quinn Criterion s Schwarz Info Criterion (SIC) s Info Criterion Akaike (AIC): |z
«(HQC)
BeUSIL oSy St pb Sl pdie LS oy OT (3 Y1 alysboy Y1 85008 28341 (ARDL) 358 i v/
IV 3 3 eeadl Jo ) Al T s (ARDL) aejsll sty il gl 2V gin plibsanl piw
tIW) ol daal) 339 1y ((2021-1990) 354

P gl gl g3

EI.[NFr = ﬁ[, + Z ﬁlrMNF,_i + ZﬁerDPQ’r—e + Z ﬁarATRr_i- + Z B%&MZE_E

t=1 t=1 t=1 t=1
04 g5

+ Z B.,AREE, +Z BAIR,_, +a,INF,_, +a,GDPg, ,

=1 =1
+a,TR_ +a,M2,_, + a;REE, | +a,IR,_,
€ e e e e e (02)

Bi s et sty lpd LoV A ) s p,Gi s W 1B o e LpW ol e Bopdh ) pie A 10 e
sl Lkt i gy ¢ Alsb B3 oMales 100 ¢ V) Bad B SMalan

(ARDL) 3503 plubsicasly gl Jube14.3

o2 @ Spadl QS Ly ss e (59,0 bys el LSl Bz o) ey syl Ol el Bulmgl) o oyl
Shpaze 395 pte g1 l(L) 5T1(0) ) o AelSan ) lpine 570555 Of 4t diyfo (ARDL) 35k kes
P S e e demi (LglalSS omys oty aulll lpaad Bl fu Sl iz auhaly ¢ el () o AliSas
AW Jgad) 3 dsse wSlly ((Augmented Dickey Fuller test) ADF skl
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(ADF) phiseisly dwlyul) Sl piiad 8- gl yder jlest gl 1(01) 03y Jgutond!

Augmented Dickey Fuller test
S gemad! i JoV 3,40 e
o o ol
O ol Lol Lo dosdy dor el dandl) S s
JL@:”}?\ Mj
:ij.‘\ :bjm.’\'-oj\ o = %5 sae JWY‘
a = %S5 L=
-1.9520 -1.9524
INF -1.4408 (0.1368) -5.5492 (0.0000)* I(1)
-1.9524 -1.9524
GDPg -1.1845 (0.2105) -9.0851 (0.0000)* I(1)
-3.6121
TR -6.4898 (0.0001)* - - 1(0)
-1.9520
M2 -2.1386 (0.0332)* - - 1(0)
-1.9520
REE -2.2972 (0.0231)* - - 1(0)
-1.9520
IR -3.4066 (0.0013)* - - 1(0)
ADF Unit Root Test: HO: Unit Root/Non-Stationarity

005 (8 grams s Hygama( ) :ila>Mo
(EVIEWS.9) sl ooz e slaze Yl OlemL S1e) oo 2 plall

! 83le] Jas U Sl e ISRl Je J5 (ADF) Ll il O iz o(01) o3) Joadl mils JM e
By ll) e 2LalSe T (T ((IR) (aid 35U e ((REE) i) Gyl jame ¢ (M2) i) 29,8l 4 Juas ((TR)

el Qo e JS7 (8 Altadlly Slpadll Bk dl il pde ] Jgid) 3 Bl 3L i) Jletl il 125 G 3 .1(0)

dng 905 Bgns Gpnn ks 0.05 Gsi5 & SVl 13 0155 L 529 ((GDPQ) oyl 1 il 5 Juss ((INF)

sdn U500 (s (lad) Lt Y1 s sl Balely lpadl o e (1% Difference) Js! as,ll oo g il ol )

LoV Byl g 2lalSae BT (6T U5 &yginn (S5t i S itns omnsl (UL Y) ) 5l 98 Jiang poeiadl Jidas) o pndld

sda (B ftad oI5 ARDL 358 0580 (A Gy comy )l ks i §itns 5 Al Slize OB adeg (I(1)

o paal

Olprze n Spad) LS 8 L) o S (Bounds Test) sgdodl mgee plisuly & il S -0
sl 055 St ¢ ) 2l Sl st (AIC) Jums o slasWl & 85 (ARDL) sk o5 oo oy Y el
(03) o3y JSadl o aaly ol odis (3 loill 230adly ok 1 23 337 e gt o D o ol 2350l 08 (W
ARDL(1,0,3,2,1,3) K2l 1o 5

154 - 137 > 2023 il 33 suel)/19 il ISSN : 1112-6132 EISSN : 2588-1930 Liysl JUe olslasl il
147



2021-1990 5ll JSlo sl duslys= J3A] 2 prniadl] o ki) dwld) T
sy plill e 5 [eCot Gpai 5 b

(ARDLS Tiges (@ il sue wuow 1(03)43) S

Akaike Information Criteria (top 20 models)
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(Eviews.9) gy ote2 - tall
(UECM) Unrestricted Error Correction Model »3s¢ W) & auhill il o Jradd LS B el 4

P 0l g 03
ANE =f,+ ) BAIE, 4 ) BAGDFg +) BATR, ) 6,000
t=1 t=1 t=1 t=1

g4 g5
¥ Z B.,AREE,_ +Z B, AIR._, +a,INF_, +a,6DPg,
t=1 t=1

taTR,_ +a M2, +aREE  +a R,
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P Sl e (Y1 sb 2l B0y S JalSS sy pday AN puall B Lol anw
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sl 1 G St ST 8 sy 2 o) 8 e
Hyiay #F a; Faz; #0
(F-statistic) asla> Y 2ol Of a2z ((ARDL Bounds Test) sl Lt mils a1 (02) o3) Jotd! IS (o
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(ARDL Bounds Test) sgdod! jlastt mils 1(02)03y Jguonl!

ARDL Bounds Test
Null Hypothesis: No long-run relationships exist
Test statistic Value K
F-statistic 6.1718 5
Critical Value Bounds
Significance 10 Bound 11 Bound
10% 2.26 3.35
5% 2.62 3.79
%2.5 2.96 4.18
1% 3.41 4.68

(EVieWs.9) qeliy ooz e sloze YU cptm b Slie) o 2zl
A et Shla W) e dsgast sl ala) (gl e wB (il puE dmy izdgel] dasddl Ollas Y-
Shla W @l mog W gty QU 20l 2oy 38 Jo S5 ) Al ISLEL am sy s (e i)
WP
el Sl ws 1(03) W3y Jgded)
Lol dod

ey sy ) LA
e gurad) | Jlo-y A

5.2783 | 0.0714 S LY ASCis 359 pide tHg Aoz s

Serial Correlation
(LM test)
Heteroskedasticity
(Breusch-Pagan- 20.5864 | 0.1506 b M) alSCis sy pds tHp b Jsd
Godfrey)
Normality (Jarque-
Bera)

Ramsey RESET Test 0.4051 | 0.5364 | wdsdll pie adlSCin opa ol gl ¥ tHp 3o Ul
(EVIEWS.9) by ooz Lo sloze Yl cpim Ll sIde) o 2 ytal]

0.12753 | 0.9382 breeds Lnj5 asipe Blsdl tHo e Jsd

Of (LM test) jlasl s L codel Joud! I3 s :(Autocorrelation) R RURTE] Ui 3429 Jlasi—3
o2z s (Ho) el (2 Sy Joudl (2l (285 adss 0.05 oo 25T 29 Prob= 0.0714 wal o1 Jla=Y) 20
el 25 LS ) DLW alSCan e b Y aEl 30d) OF gm ag ¢ Blsdl c Lo 313 BL3I 3gmy pie o
pdll b o adey 0.05 oo ;ST 29 Prob= 0.1506 <k 4 Jla=V) 2.3 0F 4 (Breusch-Pagan-Godfrey)
) Wl ol e ASCas e gl Y AN 230t OF o (Ho)

0L JUls 905 Gigms (Sstms Lis pdall 2z s o & i (Jarque-Bera) jLes! oo ¢ anal) mjsdl LY il
Zisedl (3 phsdl (b ) ISe) s ) (Ramsey RESET) Ll i LS lasb bjyr a1l ald
Vg pae alSn e A s Y (Ho) pded) 2ip T 0 (0.05 1+ 15T Prob = 0.5364)
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[ — CUSUM of Squares - 5% Significance | | —_ CUSUM™ 5% Significance |
(Eviews.9) sty otz - tall

ot el Cij-f JURVaNS IRy J:—EY\ spadl B 0] ((ARDL-ECM) C:}«..U et ] dapr plB— 2
) 3 Rl 235k i w5 g (04 o3) Jsidls
Jor 1 8pad B il il (04)3) Jynd!

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob
D(GDPG) 0.251972 0.243390 1.035257 0.3194
D(TR) 2.129751 0.981087 2.170807 0.0491
D(TR(-1)) -0.528916 0.867541 -0.609672 0.5526
D(TR(-2)) 2.565841 0.602957 4.255428 0.0009
D(M2) 0.119686 0.066449 1.801178 0.0949
D(M2(-1)) -0.133779 0.059519 -2.247672 0.0426
D(REE) -0.193596 0.095711 -2.022710 0.0642
D(IR) 0.086813 0.060893 1.425659 0.1775
D(IR(-1)) -0.121919 0.074090 -1.645545 0.1238
D(IR(-2)) -0.154034 0.059883 -2.572254 0.0232
CointEq(-1) -0.687355 0.206788 -3.323965 0.0055

Cointeq = INF - (0.3666*GDPG + 4.1223*TR + 0.5403*M2 -0.4184*REE

+ 0.6770*IR + 21.0983)

(EVIEWS.9) meliy o Lo slaze Yl cpim Ll slde] o 2 pdall
o) e b Eo igaey Al aed ol COINEQ (-1) Wl moeas s OF oMol Joutdl I o oS
s OF Wadl et dadas Gad (g Al Sliiie C oY1 Al 23515 Mo 350y Jo ASh Lo 589 (0.687355
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el A (3 emeiad) OF oY) 8p2d B s ol Dt r e WS it a3 Bedos o1 i (T g
B ey i) 2gll o Jams o JS 830 ke Slay el Bals) Jans S3Lp %05 Bsme st e L4 STy
- i
Ayl Shaie Gy St JolSS sgmy Jo mbll mildl ousT aa) : fogladt W B Findl LS BV puii—
ARDL(1,0,3,2,1,3) z3sel o1 aisb 2551l Bl s s ey S Jgdly

Juslalt J= 1 Sollee gl il (05)43) Jguondl

Long Run Coefficients
Variable Coefficient Std. Error t-Statistic | Prob.

GDPG 0.366582 0.358783 1.021735 | 0.3255
TR 4.122259 0.855157 4.820467 | 0.0003
M2 0.540350 0.280668 1.925229 | 0.0764
REE -0.418390 0.152021 -2.752181 | 0.0165
IR 0.676965 0.374856 1.805934 | 0.0941

C 21.098331 10.285807 2.051208 | 0.0610
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G-
3502} g A1 o) 2 (01) o3y ekl
Principal Compaonents Analysis
Date: 06/04/22 Time: 20:28
Sample: 1980 2021
Included observations: 32
Computed using: Ordinary correlations
Extracting 6 of 6 possible components
Eigenvalues: (Sum =6, Average =1}
Cumulative  Cumulative
Number Value Difference  Proportion Value Proportion
1 3039436 1811952 05066 3039436 0.5066
2 1127483 0.403491 01879 4166919 0.6945
3 0.723992 0.159376 01207 4880011 0.8152
4 0564616 0.107399 0.0841 5455627 0.8083
5 0457217 0.369962 0.0762 5912745 0.9855
f 0.087255 — 0.0145 6.000000 1.0000
Tl LSl as Bl yldl Sl iis b3 1(02) 03y 3oekod!
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Eigenvectors (loadings):

Wariable PCA PC 2
IMF 0502426 -0.075296
GDPG -0.250888 0.611489
Mz 0145427 0.760302
TR 0.534080 -0.057118
IR -0.410353 -0.180237
REE 0.453081 0.081269

(ARDL) 356 o mili

Dependent Variable: INF

Method: ARDL

Date: 06/04/22 Time: 14:31

Sample (adjusted): 1993 2021

Included observations: 29 after adjustments

Maximum dependent lags: 4 (Automatic selection)

Maodel selection method: Akaike info criterion (AIC)
Dynamic regressaors (3 lags, automaticy GOPG TR M2 REE IR
Fixed regressars: C

Mumber of models evalulated: 4096

Selected Model: ARDL(1, 0,3, 2,1, 3)

Mote: final equation sample is larger than selection sample

Wariable Coefficient Std. Error t-Statistic Prob*
IMF(-1) 0.312645 0206788 1.511916 0.1545
GDPG 0251972 0243390 1.035257 0.3194

TR 2129751 0.981087 2170807 0.0481
TR(-1) 2740629 1.009846 2713908 0.0177
TR(-2) 0528916 0.867541 0609672 0.5526
TR(-3) -2 565841 0.602957  -4.255428 0.0009
M2 0119686 0.0664449 1.801178 0.08489
M2{-1) 0117947 0.068402 1724325 0.1083
M2{-2) 01337749 0.0595149 2247672 0.0426
REE -0.193596 0.095711 -2.022710 0.0642
REE(-1) -0.093986 0116253  -0.808458 0.4334
IR 0.086813 0.060893 1.425659 01775
IR({-1) 01025449 0.069874 1467621 01660
IR(-2) 01219149 0.074090 1.645545 0.1238

IR(-3) 0154034 0.059883 2572254 0.0232

C 14 50204 8.806876 1.646672 0.1236
R-squared 0966001 Wean dependentvar G.335958
Adjusted R-sguared 0926772 3.0. dependentvar 7632202
3.E. of regression 2065327 Akaike info criterion 4 589554
Sum squared resid 5545246 Schwarz criterion 5343926
Log likelihood -50.564856 Hannan-Qwinn criter. 4825815
F-statistic 24 62446 Durbin-Watson stat 2455304

Prob(F-statistic) 0.000000
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