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The impact of monetary policy on inflation rates in Algeria during the

period (1990-2014).
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Abstract:

This study aims to measure the impact of monetary policy on the inflation rate by using annual data in Algeria
during the period 1990- 2014. It has been by using and applying the tests used in modern econometrics, which is
built on testing the properties of time series in terms of stationary property, and rely on standard tests that fit
With these properties, aswell as the co-integration of the Johansson method, where after confirming the existing
of a co-integration it estimated a vector autoregressive model.

With the help of the econometric analysis program (EVIEWS-9) . The study found that there is a common

integration between monetary policy and inflation.

Keywords: The inflation rate, monetary policy, co-integration.

JEL classification : E31, E42.
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Dickey-Fuller

2! |sabelle Cadoret, Catherine Benjamin, Franck Martin,
Nadine Herrard, Steven Tanyuy :" Econométrie
appliquée" Edition De Boeck, Bruxelles, Belgique,
2004,p319.

% R.Borbonais, M.Terraza, L’analyse des séries
temporelles en économies, 1°° édition, Paris, PUF,
2004,P.P150-152.
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LnINF P=0 -2.147 -2.457 8 e P=0 -7.319 -7.204 8 e
LnM2 P=3 -1.878 -2.295 8 e pP=2 -5.186 -5.041 8 e
Lnl P=2 -0.563 -2.444 8 s P=1 -3.116 -4.095 8 s
CR pP=2 -2.268 -2.188 8 e P=1 -5.205 -5.102 8 il
LnR P=0 -0.492 -1.338 8 il P=0 -3.794 -3.698 8 i
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Date: 19/03/16 Time: 14:53
Sample (adjusted): 1992 2014
Included observations: 23 after adjustments
Trend assumption: Linear deterministic trend
Series: LNINF LNM2 LNI LNR CR |
Lags interval (in first differences): 1 to 1
Unrestricted Cointegration Rank Test (Trace)
Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.927584 142.5222 69.81889 0.0000
At most 1 * 0.816941 82.13958 47.85613 0.0000
At most 2 * 0.596348 43.08678 29.79707 0.0009
At most 3 * 0.551115 22.22114 15.49471 0.0042
At most 4 0.152231 3.798396 3.841466 0.0513
Trace test indicates 4 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values |
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.927584 60.38264 33.87687 0.0000
At most 1 * 0.816941 39.05281 27.58434 0.0011
At most 2 0.596348 20.86564 21.13162 0.0544
At most 3 * 0.551115 18.42274 14.26460 0.0104
At most 4 0.152231 3.798396 3.841466 0.0513
Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values |
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(2014-1990)5 Aall M
IDependent Variable: LNINF ||
Method: Fully Modified Least Squares (FMOLS)
Date: 03/19/16 Time: 15:03
Sample (adjusted): 1991 2014
Included observations: 24 after adjustments
Cointegrating equation deterministics: C
Long-run covariance estimate (Bartlett kernel, Newey-West fixed bandwidth
=3.0000)
Variable Coefficient Std. Error t-Statistic Prob.
LNI -1.981972 0.614256 -3.226624 0.0040
LNR 4.396460 1.016858 4.323573 0.0003
C -3.483309 1.080463 -3.223903 0.0041
R-squared 0.534833| Mean dependent var 1.682457
IAdjusted R-squared 0.490531| S.D. dependent var 1.114980
S.E. of regression 0.795840| Sum squared resid 13.30060
Long-run variance 0.594417 |
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correlogram of Residuals 7z 3941 §l54 1301 oLyl lls

Date: 19/03/16 Time: 15:32
Sample: 1990 2014
Included observations: 24

i &SI DWOsdly pys slas | oof doe (FMOLS) LS
O sl Lad g elling (Gl Lo A b e
Aaybllsda § delasiwd dle e 0389 DW Oguily
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Autocorrelation

Partial Correlation

AC PAC Q-Stat Prob*

| T

0.013
-0.099
-0.034

0.146

0.106
-0.104
-0.168
-0.150
-0.108
-0.086

0.013
-0.099
-0.031

0.139

0.098
-0.084
-0.147
-0.190
-0.186
-0.130

0.0043
0.2811
0.3149
0.9842
1.3504
1.7247
2.7568
3.6381
4.1226
4.4493

0.948
0.869
0.957
0.912
0.930
0.943
0.907
0.888
0.903
0.925

QLW ~NOOUITA,WNBE

[y

*Probabilities may not be valid for this equation specification.
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Series: Residuals
Sample 1993 2014
Observations 22

Mean 1.07e-14
Median -0.043716
Maximum 0.770920
Minimum -0.748813
Std. Dev. 0.397207
Skewness -0.183166
Kurtosis 2.364498

Jarque-Bera 0.493223

Probability 0.781444
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'Variance Inflation Factors

Sample: 1990 2014
Included observations: 24

Date: 19/03/16 Time: 15:34

Coefficient | Uncentered Centered
Variable Variance VIF VIF
LNI 0.377310 43.06667 10.23621
LNR 1.034000 154.1070 10.23621
C 1.167401 47.13463 NA
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Wald Test:
Equation: Untitled




Test Statistic Value df Probability

F-statistic 13.31310 (2,21) 0.0002

Chi-square 26.62621 2 0.0000

Null Hypothesis: C(1)=C(2)=0

Null Hypothesis Summary:

Normalized Restriction (= 0) Value Std. Err.

C(1) -1.981972 0.614256

C(2) 4.396460 1.016858

Restrictions are linear in coefficients.
¢ A€y el s Luge o (gadil) Aaly) (e slon spabal
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—Pascal Gaudron, Sylvie Lecarpentier, Economie

Monétaire et Financiére, 5 éme édition, Economica,
Paris, 2008.
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