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Abstract: This study aims to analyze and measure the impact of money supply on the
consumer price index in Algeria during the period (1990-2021).

The relationship between (PIB) and money supply in the broad sense (M2) was estimated
as two independent variables and the consumer price index (CPI) as a dependent variable
using the ARDL model.

Where we reached a set of results, the most important of which is the existence of a long-
term equilibrium relationship between the variables of the study, through what was shown
by the results of applying the error correction model test for the limits approach, where
the ECM results showed that the coefficient of slowing down the error correction limit
Et-1 is significant and negative, and this reveals the speed of return CPI variable towards
its long-run equilibrium value. Through diagnostic tests, we have proven that the studied
model is free of standard problems.

Keywords: money supply, GDP, consumer price index, ARDL model.
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o 44 69093 NA 1.02e-05 -2977923 -2.835187 -2.934287
1 165.7076 207.4571 3.44e-09 -10.97911 -10.40817 -10.80457
2 189.0562 35.02296 1.27e-09 -12,00402 -11.00486 -11.69856
3 198.4028 12.01705 1.32e-09 -12.02877 -10.60141 -11.59241
4 220.1235 23.272168" 6.08e-10" -12.93739" -11.08182" -12.37013"

indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% level)
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Akaike Information Criteria (top 20 models)
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BOUND?’S Testsgus mgw plaseat Spalt oS0 jlas1. 4.4
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic wvalue sSignif. T(=}] 1)

Asymptotic: Nn=1000
F-statistic 16.56121 10%0 2.63 .35
33 =2 5% 3.1 3.87
2.5% 3.55 4.38

1% 4.13

Actual Sample Size 28 Finite Sample: Nn=35
10% 2.845 2623
5% 3.478 <4.335
1% <4.948 5.028

Finite Sample: N=30
10% 2.915 3. 695
5% 3.538 4.428
1% 5.155 6. 265

Eviews12z50p alisunb Ul 3lus) e el

Fislamy) 0f W zn Bound’s Test spudl e el LS il Jos e
, Polasald (sgie die ¢ Pesaran) adobl B3 0 8T a9 16,5612, jusstat
LSS B dag JWby cssad) s e Hp paddl 203 23, 1) Lasay e %105 %5
G DlgzaV) el 58 Gy dla¥ ) Uy uddl oy el Cp ) dlsb dris
Llaze Sjhe SIS o ¢ ushal) ) (3 and) g oy LS dazy Y Sl oda O
ARDILz534 alisiat puailly sl 31 2348 puis 6.4
P QU Jgt I3 e pally Joslall e 358 ol ey s s bt S5

ARDLg3gé alusuab Joghall Jr) 2358 s :(6) o3y Jgdr!

Variable Coefficient Std. Error t-Statistic Prob.
LM2 -0.359364 0.168157 -2.137076 0.0484
LPIB 2.773306 0.675888 4.103202 0.0008

o -18.60901 5.016136 -3.709828 0.0019

EC = LCPI - (-0.3594"LM2 + 2.7733"LPIB - 18.6090)
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ARDL Error Correction Regression
Dependent Variable: D(LCPI)

Selected Model: ARDL(4, 1, 4)

Case 2: Restricted Constant and No Trend
Date: 01/07/23 Time: 01:48

Sample: 1990 2021

Included observations: 28

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob
D(LCPI(-1)) 0279029  0.120496  2.315681 0.0342
D(LCPI(-2)) -0.306382 0.129125  -2.372752 0.0305
D(LCPI(-3)) 0.258124 0.086536 2.982842 0.0088

D(LM2) 0.088706 0.040778 2.175364 0.0449

D(LPIB) 0.808328  0.178354  4.532151 0.0003
D(LPIB(-1)) -0.368505 0.154857  -2.379639 0.0301
D(LPIB(-2)) -0.763749 0.215683 -3.541075 0.0027
D(LPIB(-3)) -0.889922 0.255540  -3.482518 0.0031

CointEq(-1)* -0.278352 0.031384  -8.869372 0.0000
R-squared 0.955713 Mean dependent var 0.059974
Adjusted R-squared 0.937066  S.D. dependent var 0.063664
S.E. of regression 0.015971  Akaike info criterion -5.180992
Sum squared resid 0.004846 Schwarz criterion -4.752784
Log likelihood 81.53389 Hannan-Quinn criter. -5.050085
Durbin-Watson stat 2177397

* p-value incompatible with t-Bounds distribution.
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Series: Residuals
Sample 1994 2021
Observations 28

Mean -1.46e-15
Median 0LOO07EZ
Maximum 0.023309
Minimum -0.025413
Std. Dew. 0.013398
Skewness -0.335402
Kurtosis 2396101
I Jarque-sera 0950452
Probability 0.621745
-0.02 -0.01 0.00 0.01 0.02

1
o
-0.03

w

¥
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Breusch-Godfrey Serial Correlation LM Test:
MNull hypothesis: No serial correlation at up to 2 lags

F-statistic 1.466144 Prob. F(2.14) 0.2642
Obs*R-squared 4. 848964 Prob. Chi-Square(2) 0.0885
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