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Abstract:

The purpose of this study is to analyze and test the relationship
between the quantity of money and the general price level in Algeria,
based on the Bounds test model, where the results of the study showed
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that the variable the most influential on the general price level in the
short showed that the variable most influential in the general price
level in the short run is the narrow money supply variable M1, but in
the long run the relative importance of the influence comes from the
broad money supply variable M2. While the results of the causality test
showed the existence of a one-way relationship that goes from the
narrow money supply to the general price level, and for this the
monetary authorities must work to reduce the impact of these two
variables on prices in addition to finding appropriate means and tools
to absorb the resulting increase in the money supply, in order to arrive
at acceptable inflation rates

Keywords: Quantity of money; general price level; econometric model.
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ECM REGRESSION

Variable coefition || Std.Err t-statistic prob
D(TM1) -0.174205 | 0.236673 -0.736055 0.4702
D(TM1 (1)) 0.448565 | 0.239919 1.869655 0.0762
D(TM2) 0.047460 | 0.188254 0.252106 0.8066
D(TM2 (1-)) -0.479535 || 0.443138 -1.082135 0.2921
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R-squared 0.669273 Mean dependent var 0.107143
Adjusted R-squared || 0.611755 S.D. dependent var 9.348834
S.E. of regression 5.825194 Akaike info criterion 6.522694
Sum squared resid || 780.4563 Schwarz criterion 6.760588
Log likelihood -86.31772 Hannan-Quinn criter. 6.595421
Durbin-watson 1.863604
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variable | coefition | Std.Error | t-statistic prob
™1 1.061766 |  0.436225 2.433986 0.0250
™2 2.152796 |  1.242819 1.732187 0.0994
C 4.660086 11.50259 0.405134 0.6897
EC= prix—( 1.06 * TM1 +2.1527 " TM2 + 4.6601)
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Prob 0.36254

f-statistic

Prob Chi-square 0.1326

Obs* R-squared
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Pairwise Granger Causality Tests
Date: 04/26/22 Time: 01:24
Sample: 1990 2019
Lags: 2

Null Hypothesis: Obs | F-Statistic Prob.
TM1 does not Granger Cause PRIX 28 4.68054 0.0197
PRIX does not Granger Cause TM1 2.37812 0.0051
TM2 does not Granger Cause PRIX 28 0.70413 0.5049
PRIX does not Granger Cause TM2 1.07916 0.3565
TMZ2 does not Granger Cause TM1 28 1.27105 0.2995
TM1 does not Granger Cause TM2 0.71186 0.5012
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