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Abstract :

This paper aims at clarifying the application of the Taylor rule to the Algerian economy during
the period 2003-2014; using tripartite data and Generalized Moment Method GMM. In this study. We
found that the interest rate is inefficient to collect funds in the Algerian economy, in addition to the lack
of necessary supervision in the demand for money and non-stability. We also concluded that Taylor's
rule could not be applied according to these data due to the reaction of the Algerian monetary policy.
Key words: Taylor Rule; Generalized Moment Method GMM;_The Algerian economy.

JEL Classification: E41, E43, E52, E61.
Laddadi-1
odn 3" (Sung Bmid) o BVl ol Pils plszal (S Gl 3 el Lgrlaley alzel) Bumd) anldd 3Ll O
Bl Ol s WS aolasy) ey dgdly sl S Bl astgdl sl gad 3 LAles S e L)l
Wil auidl awledl (gt Oudl 68 e sl el 3 a6 aandl olEd e slasy)
.Sevensson,1997' ;Rudebush and Sevensson",1998)
ool S Y1 Sadll W SV Are Sl I (el S 6Ty Ll A Y1 i e JUsYI § 3,
Jlonial gLudly 5l e Al Wls azal slas 4 Ol sy 34l (o f L) Sl cus g Yl M
(Taylor,1993) shts Taey 34B &5 & 1ldy i) 2gall v e S 3 8000 2hay S)Llas g 2l W gl

18

——
| —



P-ISSN: 1608-2335 $3LaBY) Lol oo 2019 Loy y | 1:3a8 — 07l

E-ISSN: 2602-6694
Journal of Economic Integration Vol: 07 - Issue: 01/ (March 2019)

A (3 i) LIS sl A BSL Sl e et WS Rl gl Redil) Joal) i) ol ad Cugaad bngis
oy 2 pllas Jo JSU sl slazeW) g o) 2l Laslasl Sl g1

shlos BAad) bl e S A Sl adn (3 g B deldl ol ey S

La régle de Taylor 1993 'La regle de Henderson-Mckibbin1993" et La régle de
MacCallum1997a",1997b"

(John Taylor's Rule) ;sht 34s 34l (g 21 jby1—2

29 Al o V) e Sl Jaas gl e Vs A8V il Al @ ey S pisnd B delydl) e e
SN oo Boge Jo 1S )l ST 3] L mgbll Jsladl Je culT gl «(John Taylor's Rule) ki s.sU
Al o Y 35S Ll (i e Sl 3 LAY LAY Sl

ek 40Eey davs S50 oo g2y ((JOhN Taylor bt Opr) &S0V iyl 3 soladYl £l 5Ll sasly
Al e ¢ shlG Sl a5 L Alanlyy sa) Cugnadl Juably I Slgndt (3 bl ok oo i Sty wlis LS,
to el o0 Wslally ks sasls 4 L (1998-1987) sleeW (o b cpsbedd) )5 20487

i,=m +7+0,5(m,— ) +0,5(¥, — Y

Bgadl Ol pull i) 0.5 + (g8l poradi=— dadll o5ead)0.5+ (Jodly gyl el +2% = 3LW1 Jums
(2N w8 S Sl el

eV A e sy S Sl he sa Ot M el Jias OF G (3200 el sead) Jaee 07 Sl
tde bad s 8aels Walas (3 vl g A Al 3o,V e sl Jues OB (1) s (GDP 34y
5.5% = (1)0.5+ 2+2 + 0.5 2-0y) = &Jl,adl 5053 Lo 55 Jams

2 SV YU 3 arllary VU e 3 4 sl gl pus o Gl 0bU sl wliker e ddeal) AlzeV) g
6% wis wlagial e Y 4.5% wie illd) sas) Y1 e Sl Jaee 05 01 skl sasl a3l ¢ 2001 e
Soadll Blall e B O 21 O i) s e 5 @9 Cigradl o 858 550 Joa) e (2 e Jhad) e
SLS oo L) e dgl2g

529 3% ) ezl w5yl o 3 1% o B 2l 5o Y1 e 3l Juas e e Jad)) OB 2003 ple
5% 08 okl susls il Lk S )

3l Aoy 4 gl Jual) a ol ) ) A 3o e Sl Juse wby Qb T 2004 sl 3y
Sy skt 818 ) o L Tdes T o i) 13 e Lol oyl Bl Auledl OF W g eVl ells ¢l
(A S ke

gliing yshl BueB—

ST ¥ RO AR URVRS AL LT Y DESSE VA WO RCH PN S TR P AU TS ROV B R RV [
¢ Aol Ol a0 2oV Bl Ve (3 AloW Sl Bl e o Jaig @ a3 a3 3 Sl sLasy)
(S sLaBVl (3 ikt 1S -4 B da cugh ol (U 1 W) @olasl sedl SVae 3 B)ldlly el
AW el g 3aelall odd Aol 3)Lall oSSy

19

——
| —



Eiggi ;ggg-zgi (3Bl JulSdl Ao 2019 Loy [ 1isual — 07: sl
Journal of Economic Integration Vol: 07 - Issue: 01/ (March 2019)
ie=w, | la(r, w)1B(y ) (1)

skl Jdme o) jadll ] L;w\ sl Jdes i,

Ol A S e gy

gl oeadl Juaey U el Jase on B4, —

B o)zl olgzany A pUH S U G BN o Y Bl g, —
L}‘ﬁzj\ LSL; CL:;}!\ Y dxe d)‘)éj V.>'L~'a.ﬂ\ Y dxe éj\jﬁj ag.l;\ <Hlalall Lﬁb . }9} e 4

SEEE A5y PO Y 3 Qg o B PR F VP S U QRO VS TN IR SR AN F B [ O

i3lag 8V sdd Lol Odddl (3 oSl e Sl su2 Jiae 30 il Al fadd 35150 Vel Uzl
e Lally 3l Al lpad) Ol ey i) Al (3 Aol Ollad) 2310 ¢ 2 daldl Bdlias Sa foldl i
oo e slessly islas¥ly W BleeY) (3 Ojlsdl JE 00 (S Bmgnl) Buid) 2uledl @ U S5 8 oVl jaad
C oAbl Oll 3 e Ly ehl sl oY B e led g auadl olelldl b e 5L oY e

.(Haldane and Batini,1999Vi) (Backward looking rule)

rdu K e 5 S5 c(Backward looking rule) ¢ 531 (e yghU dus® v

i,=pi.,+(1—p) (Hr+r; + a(ﬂr_ﬂ;) +‘8(}Ff _}F;)) (2)

skl Jdms o) jadll s g“”y‘ s Jows i,

Ol gdd sl Jaes

Pdgrad) el Jdaey (o)W o) Jime ow G, — W,

B o) el olgianey addl s S W A o) 2 Y Bl 1y, — oy,
s e Y eV Are Bl el eV dre B)lsd) Bkl el 2 By @

1}0%;&:@533@\&&@&\;&@)@&}&13

35l lgaVly Aomgul) R Auled) S €85 @ 330l Slaglal) st slan 3L Juee (2) B IO e
Jof Sl OB ligh (oot O¥das 2ilad) Sladgdl Jlae¥) e db Y JWLy cadWly 206 oVl s 3 deazd)

.(Forward looking rule) : JW plaadd Wby fy ol Sl lll & cops ) ik Wby i Bbl ) 890 S e

:(Forward looking rule) ¢3! ;o st 345 v/

Jiae n Yoy ool o¥utas 2ol el L) IV e sble) 3oV el 2l 53l DLl Jaey okoze)

Orphanides,1997Vii 5 Al Olal) ) (3 gl Y o) QU 2 e Yy lanll AW 1ASy gyl el
t AW IKad e aeleal) 0555 O e 1sasl o,y ( Clarida, Gali and Getler,2000™ Kozicki,1999™"

i, =pi.+(1-p) [E(

)+r +a(E () -=)+p(e(22) )] ©

(3 (3

skl Jdme o) padll o] f‘&\ sl Jums i,

20

——
| —



P-ISSN: 1608-2335 $3LaBY) Lol oo 2019 Loy y | 1:3a8 — 07l

E-ISSN: 2602-6694
Journal of Economic Integration Vol: 07 - Issue: 01/ (March 2019)

RESTCURS-R-ER LV QR TV ¥,
gl ezl Judang gl oozl Juse o A E(EJ -,

W,

Al olgray wsill ol U il e G o) Y1 3 G g[«‘m) —y;

W,
Al e Y oV lgby eeadl ¥are Glsd) fpudl Ml 2t By a
150 oo besasly 50l Vars il S Jlas 8 i p
2N & E
...... Sl 3V s n
Lol 3 83sll Sleshall paas i W

Forward ) mlleaol) Wy Sladsdl oo &l (oS0 Sl fodll 85 ) 2llaS™ ol 20l ) susldl s fold) fadd) O
.( Taylor,1999%) LU &ousfan)s 3 b5 (looking rule

g o) Lyt —1-2
P Sl Wby ahy e JUH e o B g ) Syl a2 m oo Luag

el O 1 ) ods oty (Bt Anldd Bl 5456 s shts 502l Opall ( Woodford M, 20017 1
A2 W @ el g ) oVare (3 oLl G ) R0 Auldl e Jad G olall e iK1 s ekl
iU 5Ael La s 3aels OB danglall g lall B 3 g bt ) LEWYL jkes Slgadll oda e (1) E 5 pl)
SVl e sl ) Sjlsll Uaé 06 g V1 8padll S jlal dlaslyy plb) 1 ) seiadll B Lk
Y S @l s ¥ ame Sy d IV e U (s L;.5_"_.3;.\ bledl g

SLYly QLU LU G3 el e czesast Rl anldl Jab 3, 455 B4l ods :(Clarida et al, 1998 2
o e S8 et G3 gl e 1 011979 a b G et (Ulaly Laipy Ll E3 GGasll
oda OF Ll WY1 jessy Al 3l oda JSs Ol Sl (3 Bad) Auled) mly 24 e s poviadll Colagza
SEV) jaeb 3 e ¢ ES M Al Wl L addl eadl blhe Cuged) vzl Sl wad p oSS Sl el
T3 ARG EN I SRR EE IO P SR ST SRS WO QPR NECHCS 8 X SN S U PPN PRPPSP N
A anldl el Wy Uy

A A S slaidl Rl el dulhy il Byl sds 3 Og=U) a5k (Clarida et al, 2001Xiii) 3
F il el SV e 1l T3 bl IS e Al Sl Slidlas ! i) o pebly 2 2l
slas¥) m3gf plisanly by (Wl el p Ojledl aflad dpuadl deldll e agrll V) am @l psi
DS plall gl 3 L) ad B e Y Gl ol SVas G G 0 ilidly L el IS

1920 srall oY1 sLasd b 5ol Uidy 20ad) anlodl syl (3 ks Joall 1ds :(Orphanides, 2003Xiv) 4
1951 )

21

——
| —



P-ISSN: 1608-2335 $3LaBY) Lol oo 2019 Loy y | 1:3a8 — 07l

E-ISSN: 2602-6694
Journal of Economic Integration Vol: 07 - Issue: 01/ (March 2019)

S e UL (3 sl Gub) Gusd ate oo by ((Rudebush and Sevensson, 1998™) .5
M e dal) gz
A @ Bl kT L e OVl e JUb Wy ol B o IO e L o2 055 01 ot Cagrl) Juall
skl saeld Al
(absl 3LVl Js 835kl laslall I3 e St Cutgredd) ozl Jies i O i) wllald) Jo Y Y
(Sl slaBYl de yhil SueB gai—2-2
() Sl fadl 5y ANyl
Orphanides, 1997 ; ) 25LJ1 fmdl Sl Ul b o Coger 5141 (S Lol aill 53, 15 oo
:(Clarida, Gali and Getler,ZOOOXViiic Kozicki,1998XVii

i, =pi,_,+(1—p) [E(%) +r + rx(ﬁ' (H;E”) — :-r;) + B (E (%:‘) —}r;)] (4)

kU Jurs o) jadl) il ch\ s Jaws i,

.0l gs?s;\ YFRREVIEN Y
gl ol Juney wBadl vl Jare o G E(E] —

W,
Akl lgang Wl pUh) M U e B ) Z Y @ G Eﬁf) -y,
sl e ZY) eV G)lgby et ¥ure G)lsd) fpudl Ml 2t By @
150t bosadly sl wVume il W3 Jlas 8 i p
2L B E
...... SN O
Lo & el lslall poazt o W

AW 2ol el ane X wligral jlaiey X jinall S dadl @5Ke dydedy

X:‘-Fn) _ (Xr+n—1) B .

T A0 e ke sag Gl Bdliaas Lales o6t

Byl Jobld il 850 Als b jshls Saeld) Aol Wl RS B e 1 =1 ke (D)5 (4) Ciyld) P e
AW el Wy S 5N (Augmented

22

——
| —



P-ISSN: 1608-2335 $3LaBY) Lol oo 2019 Loy y | 1:3a8 — 07l

E-ISSN: 2602-6694
Journal of Economic Integration Vol: 07 - Issue: 01/ (March 2019)

fo=piy + A —p)um, + QA —pIm +r, +ap (. —n)+Bu,(v. —¥)]  (6)

skl Jane o) il sl V1B s ¢
Ol A Sl Jaws : p)
gl ezl Juaey (g el Jaes op G, — )
Bl gl ezl olszney Ao sUL S U n G o) Z Y G)les  , — )
cJlsd) Je A YN oV By et ¥ dae 3l B oL 2t By @
50 g bosadly 56l wVums ild 3 Jlas 2 pm t p
T A0 e ke sag Gl Bdliaas Lales o6t
J IV G e szl 3l I Slams e (ST R Sl Uiby Byl lpaze 304 O Lol 3 gadl bt

s Ul 55 ) Hansen 1982 J GMM awaddi gl ab Lomgsly 2014 J 013 581 5 41 2003
e ) il Je 7l S (3 OgslasV) 4 s> Ly Sargan 19587

(Hodrick-Prescott Wy (sl e ¥, 71 Cugdl oseadly (dgll J&1 <l e ST oy
(AW 5= e (decomposition, 1997

xx1

T T—1
min, Z(Fr — T,) 2ty Z[ |:ﬂr+1 - Hr) - Eﬂr - GIIr—1.‘J:|2 (7)
t=1 t=2

rOlelll wils oy Sl sl = 3-2
rido¥l el Busl) Wby Ayl 3ges e i—1-3-2
oY) y5h dusB i 1(1) o3y Jguand)

Dependent Variable: TI ‘

Method: Generalized Method of Moments

Sample (adjusted): 2003Q4 2014Q4

Included observations: 45 after adjustments

Linear estimation with 1 weight update

Instrument specification: LN_EXPORT(-3) LN_IMPORT-3) LN_PETRO(-3) LN_RER_(-1) LENDR(-1) DEPR(-1)
LN_PPI-1) DR(-1) TBR(-1) LN_INDP-1,

Constant added to instrument list

Variable Coefficient Std. Error t—Statistic Prob.

C 1.357867 0.397833 3.413159 0.0014

INF 0.129922 0.054437 2.386649 0.0216

PIB 0.020726 0.005890 3.518857 0.0011
R-squared 0.272385 Mean dependent var 2.670472
Adjusted R-squared 0.237737 S.D. dependent var 0.721384
S.E. of regression 0.629824 Sum squared resid 16.66046
Durbin-Watson stat 0.444035 J-statistic 6.593024
Instrument rank 10 Prob(J-statistic) 0.472446
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Estimation Command :

GMM(INSTWGT=HAC,GMMITER=1) TI C (INF) (PIB) @ LN_EXPORT-3) LN_IMPORT-3) LN_PETRO(-3) LN_RER_(-
1y LENDR-1y DEPR(-1) LN_PPI(-1y DR(-1) TBR(-1) LN_INDP-1,

Substituted Coefficients :

TI=1.35786659119 + 0.129921944833“INF + 0.0207257800904*P1B
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Dependent Variable: TI ‘

Method: Generalized Method of Moments

Sample (adjusted): 2003Q4 2014Q4

Included observations: 45 after adjustments

Linear estimation with 1 weight update

Instrument specification: LN_EXPORT -1y LN_IMPORT LN_PETRO(-3) LN_RER_(-1) LENDR(-1) DEPR(-1) LN_PPI-
1y DR(-1) TBR(-1) LN_INDP-1,

Constant added to instrument list

Variable Coefficient Std. Error t—Statistic Prob.

C 2.856970 0.188644 15.14476 0.0000
INF-INF_P -0.186456 0.082266 -2.266505 0.0286
PIB-PIB_P 0.042406 0.018642 2.274826 0.0281
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R-squared -0.751200 Mean dependent var 2.670472
Adjusted R-squared -0.834591 S.D. dependent var 0.721384
S.E. of regression 0.977094 Sum squared resid 40.09790
Durbin-Watson stat 0.433582 J-statistic 4.302207
Instrument rank 10 Prob(J-statistic) 0.744385
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Estimation Command :

GMM(INSTWGT=HAC GMMITER=1) TI C (INF-INF_P) (PIB-PIB_P) @ LN_EXPORT -1y LN_IMPORT LN_PETRO(-3)
LN_RER_(-1y LENDR1) DEPR(-1y LN_PPI(-1) DR(-1) TBR(-1) LN_INDP-1,

Substituted Coefficients :

TI =2.85696962789 — 0.186455837615* INF-INF_P) + 0.0424062383965* PIB-PIB_P)
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Dependent Variable: T ‘

Method: Generalized Method of Moments

Sample (adjusted): 2003Q4 2014Q4

Included observations: 45 after adjustments

Linear estimation with 1 weight update

Instrument specification: LN_EXPORT-1y LN_IMPORT-1y LN_PETRO(-3)LN_RER (-3 LENDR(-1) DEPR(-1)
LN_PPI-2) DR(-1) TBR(-1) LN_INDP-2)
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Constant added to instrument list

Variable Coefficient Std. Error t—Statistic Prob.

C -0.244845 0.110715 -2.211481 0.0326
TI -1, 1.134852 0.045591 24.89184 0.0000
INF-INF_P -0.087902 0.031542 -2.786785 0.0080
PIB-PIB_P 0.018345 0.009298 1.973023 0.0553
R-squared 0.761265 Mean dependent var 2.670472
Adjusted R-squared 0.743797 S.D. dependent var 0.721384
S.E. of regression 0.365140 Sum squared resid 5.466403
Durbin-Watson stat 1.135131 J-statistic 3.241272
Instrument rank 10 Prob(J-statistic) 0.778012
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Estimation Command :

GMM(INSTWGT-HAC,GMMITER-1, TI C TI-1, INF-INF_P) (PIB-PIB_P) @ LN_EXPORT(-1, LN_IMPORT (-1,
LN_PETRO(-3) LN_RER_(-3) LENDR(-1) DEPR(-1) LN_PPI(-2) DR(-1, TBR(-1) LN_INDP(-2,

Substituted Coefficients :

TI=-0.244845171311 + 1.13485205463*T1 (-1) — 0.0879020680565* INF-INF_P) + 0.0183453649475* PIB-PIB_P)
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Estimation Command :

GMMINSTWGT=HAC,GMMITER=1, TI C TI-1) INF+4)- INF_P) PIB- PIB_Py)LN_RER (TI_TI EU) @
LN_EXPORT-3) LN_IMPORT -1y LN_INDP-1) LN_PETRO(-1) LN_PPI(-1) TBR(-1) LENDR -1y DEPR(-1) DR(-1,
LN_RER_(-1)

Substituted Coefficients :

TI = 19.5291027856 + 1.42830471105°TT (-1, = 0.126659100615* INF4,-INF_P) 4 0.0300242463517* PIB-PIB_P,) -
4.41740680387*LN_RER _ - 0.222120001443*T1_TI1_EU

Tigedl Jo Sall e Jal b 3usl 40 14 o3y Jguad!

Dependent Variable: T ‘

Method: Generalized Method of Moments

Sample (adjusted): 2003Q4 2013Q4

Included observations: 41 after adjustments

Linear estimation with 1 weight update

Instrument specification: LN_EXPORT -3y LN_IMPORT -1y LN_INDP-1y LN_PETRO-1y LN_PPI-1) TBR(-1) LENDR-
1) DEPR(-1) DR(-1) LN_RER_(-1,

Constant added to instrument list

Variable Coefficient Std. Error t—Statistic Prob.

C 19.52910 6.166620 3.166906 0.0032
TI-1y 1.428305 0.216057 6.610792 0.0000
INF#4)-INF_P -0.126659 0.072912 -1.737161 0.0912
PIB-PIB_P 0.030024 0.012698 2.364575 0.0237
LN_RER_ -4.417407 1.314196 -3.361299 0.0019
TI_TI_EU -0.222120 0.099718 —-2.227485 0.0324
R-squared 0.501045 Mean dependent var 2.653543
Adjusted R-squared 0.429766 S.D. dependent var 0.749915
S.E. of regression 0.566290 Sum squared resid 11.22395
Durbin-Watson stat 1.073804 J-statistic 0.349241
Instrument rank 10 Prob(J-statistic) 0.986418
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