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Unemployment Rate Response to Monetary Policy Shocks in Algeria
an Econometric Study Using the BVAR Model for the Period (1986-2019)
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Abstract :

This study aims to highlight the response of unemployment rates to monetary policy
shocks, represented by the size of the monetary mass and the rate of rediscounting, using
annual data for the period 1986-2019, using the BVAR model .Through the payment
response functions, we found a strong response in unemployment rates to the shocks of
the monetary policy tools. A positive shock in the monetary mass leads to a negative
response to unemployment rates in the short and long terms, while a positive shock in
the rate of rebate leads to a positive response. Strong unemployment rates in the short
and long terms, and through the division of the disparity, we reached the importance of
the rediscount rate in determining the future fluctuations of unemployment rates in
Algeria in the medium and long term.

Key Words: Unemployment; Monetary policy ; Monetary mass ; Discount rate ; BVAR
model.
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Date: 11/23/20 Time: 15:21

Sample (adjusted): 1989 2019

Included observations: 31 after adjustments
Trend assumption: Linear deterministic trend
Series: CHO M2 RR

Lags interval (in first differences): 1 to 2
Unrestricted Cointegration Rank Test (Trace)

0.05 Trace Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.0645 29.79707 28.81637 0.412852 None
0.1427 15.49471 12.30954 0.320571 At most 1
0.5669 3.841466 0.327947 0.010523 At most 2

Trace test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
\**MacKinnon-Haug-Michelis (1999) p-values
Eviews 10 gty Blaaa¥l iUl slte] oo : yoaald
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<Yoldly BVAR (gl gl Jas¥l 2360 5k e ong WL a0 sbls wlpd Lidy ool

D S o AU
1 il S AV Ul dsles
CHO = -0.58+0.84*CHO(-1)-0.002*CHO(-2)-0.0006*M2(-1)
+0.01*M2(-2)+0.56*RR(-1)-0.11*RR(-2)

R?=0.95 AdjR?= 0.94 F-statistic =94
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M2 = 40.65-1.41*CHO(-1)+.007*CHO(-2)+0.94*M2(-1)
-0.12*M2(-2)-3.39*RR(-1)+3.20*RR(-2)
R?=0.96 AdjR?= 0.95 F-statistic =111.49

sl ) BL AYuy (...43-\ aale! Juhas dslas
RR = 3.58-0.12*CHO(-1)+0.02*CHO(-2)-0.02*M2(-1)
+0.01*M2(-2)+1.07*RR(-1) -0.16*RR(-2)
R?=0.88 AdjR?= 0.85 F-statistic =31.24
:Diagnostic Checking Tests juill z350l) dmaseid! Sl 4.3
R.MJJJ\.L\ Q\ﬁ.&:_u oldalive ;A.J;'sl 5 R (,.33}\.& )u\..E.L\ CJ}.A-«J\ Q}fu.a M\ Jl B)JGIL\ ol LBAE
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BVAR satisfies the stability condition ,},a¥ b ) jadll 235l 5,48

"BVAR z350d gyl il jlasl gitls” 101 Lol

Roots of Characteristic Polynomial Inverse Roots of AR Gharacteristic Polynomial
Endogencus variables: CHO M2 RR =
Exogenous variables: C -
Lag specification: 12
Date: 09/28/20 Time: 14:24 1.0+ r————

Root Modulus 05 J
0975713 0975713 ol " | ST )
0.811154 - 0.250899i 0.849071 \ |
0.811154 + 0.250899i 0.849071 */
0.306252 0.306252 US
-0.070090 0.070090
0.035938 0.035938 -1.04
No root lies outside the unit circle. 45 . . . .
VAR satisfies the stability condition. 18 30 05 00 o's 10 15

oo G LY Al Olé e aST T BVAR g3l Blgd Gl blsy¥t ASlaw jlast o
Vool oo tagtall 04l a5 o teStLM et Jlarzals 255 BVAR 1l #3501 s,
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VAR Residual Serial Correlation LM Tests

Date: 11/23/20 Time: 15:24

Sample: 1986 2019

Included observations: 32

Null hypothesis: No serial correlation at lag h
Prob. df Rao F-stat | Prob. df LRE*stat | Lag
0.6223 (9, 48.8) 0.795097 0.6208 9 7.156364 1
0.4530 (9, 48.8) 0.999738 0.4512 9 8.850147 2
0.8978 (9, 48.8) 0.454052 0.8974 9 4.205754 3
0.6112 (9, 48.8) 0.807776 0.6098 9 7.262914 4
0.6847 (9, 48.8) 0.723867 0.6835 9 6.553705 5
0.3158 (9, 48.8) 1.201475 0.3140 9 10.46788 6
0.9307 9, 48.8) 0.396941 0.9303 9 3.694967 7
0.6561 9, 48.8) 0.756498 0.6547 9 6.830646 8
0.8619 (9, 48.8) 0.507620 0.8612 9 4.680367 9
0.7023 (9, 48.8) 0.703815 0.7011 9 6.382787 10
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VAR Residual Heteroskedasticity Tests (Includes Cross Terms)
Date: 11/23/20 Time: 15:30

Sample: 1986 2019

Included observations: 32

Joint test:
Prob. df Chi-sq
0.4728 162 162.5615
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Variance Décomposition of M2

Period S.E M2 RR CHO
2 15.63 89.26 8.98 1.75
5 26.96 70.80 23.99 5.20
10 40.67 56.57 38.74 4.68

Variance Décomposition of RR
2 1.94 16.43 82.62 0.94
5 3.03 29.18 67.53 3.28
10 3.54 38.86 57.77 3.35
Variance Décomposition of CHO
1 1.50 0.05 5.87 94.07
5 4.09 12.27 56.79 30.93
10 6.32 27.07 59.75 13.16
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