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Evaluating the effectiveness of the interest rate channel in transmitting the
effects of monetary policy to the real sector in Algeria, a standard study
using SVAR models for the period (1990-2017).
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Abstract :

This Research paper aime to study and évaluétes the loans interest rate channel in transmitting the
effects of monetary policy to the real economy in Algeria, based on quarterly data for the period
between (1990-2017). To achieve this goal, a model consulting of the discount rate and money supply
tools in the Broad sensé was initiale used as indicateurs that express monetary policy, the interest rate
on loans as an indicator expressing the interest rate channel, as well as the non-oil real output and the
consumer price index as indicateurs that représente the real economy. In Algeria, using Self-
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Regression Vector Models (SVAR).

The results of the standard study showed, Through the structural response functions and the variance
analysis, that the interest rate channel on loans is ineffective in transferring the effects of monetary
policy to the real non-oil output, and it is relatively effective in transferring this effect to the consumer
price index in Algeria, and this is consistent. With the economic logic.

Keywords: Interest rate channel, monetary policy, real economy, models of structural Vector Auto-
régression (SVAR).
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VAR Lag Order Selection Criteria
Endogenous variables: RGDP CPlI CRER M2 DR
Exogenous variables:
Date: 08/07/20 Time: 18:02
Sample: 1990Q1 2017Q4
Included observations: 104
Lag LogL LR FPE
0 -2595.190 NA 3.58e+15
1 -1812.347 1475.359 1.68e+09*
2 -1795.018 30.99208 1.95e+09
3 -1782.637 20.95302 2.51e+09
4 -1772.100 16.81850 3.37e+09
5 -1744.345 41.63179 3.28e+09
6 -1709.052 49.54648 2.79e+09
7 -1672.476 47.82954* 2.37e+09
8 -1656.514 19.33919 3.04e+09
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Date: 08/07/20 Time: 18:03

Sample adjusted): 1990Q3 2017Q4

Included observat o s: 110 after adjustments
Trend assumption: Linear deterministic trend (restricted)

Series: RGDP CPI CRER M2 DR ‘
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(s) Eigenvalue Statistic Critical Prob.**
Value

None * 0.299729 117.6223 88.80380 0.0001
At most 1 * 0.273830 78.43056 63.87610 0.0019
At most 2 * 0.163679 43.23367 42.91525 0.0465
At most 3 0.143296 23.57199 25.87211 0.0941
At most 4 0.057885 6.559061 12.51798 0.3928

Trace test indicates 3 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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Estimated S matrix:

RGDP CPI CRER M2 DR
247.0231 0.000000 0.000000 0.000000 0.000000 DR
0.000000 1.720186 0.000000 0.000000 0.000000 M2
0.010173 0.014460 0.536863 0.000000 0.000000 CRER
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(2017-1990 ) 8 s I £3 gl el a1 Syl it (01 o ol

VAR Residual Normality Tests

Orthogonalization Estimated from Structural VAR
Null Hypotesis: Residuals are multivariate normal
Date: 08/07/20 Time: 18:16

Sample: 1990Q1 2017Q4

Included observations: 110

Component Skewness  Chi-sq Df Prob.*

1 9.044215 1499.627 1 0.0000
2 -0.179604 0.591390 1 0.4419
3 -1.819316  60.68172 1 0.0000
4 -0.036557 0.024502 1 0.8756
5 2.029707  75.52802 1 0.0000
Joint 1636.452 5 0.0000

Component Kurtosis  Chi-sq Df Prob.

90.39717 35008.71 1 0.0000
8.478830 137.5805 1 0.0000
15.93868 767.2935 1 0.0000
10.74306 274.7936 1 0.0000
25.09249 2237.026 1 0.0000

O b wN -

Joint 38425.41 5 0.0000

Jarque-
Component Bera Df Prob.

36508.34
138.1719
827.9753
274.8181
2312.554

0.0000
0.0000
0.0000
0.0000
0.0000

GO wWN P
NNPNDDNDDN

Joint 40061.86 10 0.0000

*Approximate p-values do not account for coefficient
Estimation
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Variance
Decomposition
of DRGDP:
Shockl Shock?2 Shock3 Shock Shockb
Period S.E. RGDP CPI CRER M2 DR
1 247.0231 100.0000  0.000000  0.000000  0.000000 0.000000
2 249.2846 98.27635  4.71E-06 0.001110  1.495113  0.227421
3 249.3414  98.23168  0.012169  0.013767 1.495678  0.246703
4 249.3488 98.22591  0.013181  0.015277 1.495633  0.249997
5 249.3498 98.22512  0.013251  0.015470  1.495641  0.250516
6 249.3500 98.22501  0.013257  0.015493  1.495642  0.250600
7 249.3500 08.22499  0.013257  0.015496  1.495643  0.250612
8 249.3500 98.22499  0.013257  0.015497 1.495643  0.250614
9 249.3500 08.22499  0.013257  0.015497 1.495643  0.250615
10 249.3500 98.22499  0.013257  0.015497 1.495643  0.250615
Variance
Decomposition
of DCPI:
Shock1 Shock?2 Shock3 Shock4 Shock5
Period S.E. RGDP CPI CRER M2 DR
1 1.720186  0.000000  100.0000  0.000000  0.000000 0.000000
2 1.792356  0.049642  94.27313  4.001993  0.169065 1.506174
3 1.793967  0.049718  94.24882  4.026253  0.171663 1.503543
4 1.794168  0.049756  94.22978  4.035754  0.172210 1.512497
5 1.794175  0.049758  94.22927  4.036212  0.172251 1.512513
6 1.794176  0.049758  94.22916  4.036228  0.172251 1.512601
7 1.794176  0.049758  94.22915  4.036233  0.172252 1.512603
8 1.794176  0.049758  94.22915  4.036233  0.172252 1.512604
9 1.794176  0.049758  94.22915  4.036233  0.172252 1.512605
10 1.794176  0.049758  94.22915  4.036233  0.172252 1.512605
Variance
Decomposition
of DCRER:
Shock1 Shock?2 Shock3 Shock4 Shock5
Period S.E. RGDP CPI CRER M2 DR
1 0.537154  0.035867  0.072466 99.89167  0.000000 0.000000
2 0.564452  0.039936  0.880088 91.77495 0.137223  7.167808
3 0.567120  0.054449  0.876643 901.66569  0.196955  7.206262
4 0.567432  0.055379  0.881355 91.56545 0.196820  7.300993
5 0.567471  0.055644  0.881335 9155988  0.197551  7.305589
6 0.567477  0.055670  0.881375 91.55812 0.197566  7.307268
7 0.567477  0.055675  0.881376 91.55795  0.197577  7.307419
8 0.567477  0.055676  0.881376 9155792  0.197577  7.307453
9 0.567477  0.055676  0.881376 9155791  0.197578  7.307457
10 0.567477  0.055676  0.881376 9155791  0.197578  7.307458
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Variance
Decomposition
of DM2:
Shockl Shock?2 Shock3 Shock4 Shockb
Period S.E. RGDP CPI CRER M2 DR
1 213.5155 0.290299 0.011606  0.099045  99.59905 0.000000
2 214.6482  0.320577  0.915244  0.104213  98.65230 0.007662
3 214.7363  0.320562  0.947929  0.147955  98.57153  0.012025
4 214.7390 0.320569  0.950147  0.147952  98.56907 0.012261
5 214.7393  0.320572  0.950202  0.148120 98.56884  0.012264
6 214.7393  0.320572  0.950206  0.148120 98.56883  0.012268
7 214.7393  0.320572  0.950206  0.148121  98.56883 0.012268
8 214.7393  0.320572  0.950206  0.148121  98.56883 0.012268
9 214.7393  0.320572  0.950206  0.148121  98.56883  0.012268
10 214.7393  0.320572  0.950206  0.148121  98.56883 0.012268
Variance
Decomposition
of DDR:
Shock1 Shock?2 Shock3 Shock4 Shock5
Period S.E. RGDP CPI CRER M2 DR
1 0.890663  0.005277  0.141897 0.274709  0.038636  99.53948
2 0.949040  0.184225  0.140597  3.975205 0.364755  95.33522
3 0.957988  0.206832  0.166199  4.033307 0.383680  95.20998
4 0.959303  0.211197 0.168485  4.087104  0.391471  95.14174
5 0.959505  0.211797 0.169116  4.090402 0.392181  95.13650
6 0.959536  0.211897 0.169189  4.091396  0.392339  95.13518
7 0.959540 0.211911  0.169203  4.091495 0.392358  95.13503
8 0.959541  0.211913  0.169205 4.091515 0.392362  95.13500
9 0.959541  0.211914 0.169205 4.091518 0.392362  95.13500
10 0.959541  0.211914  0.169205 4.091518 0.392362  95.13500

Factorization: Structural
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