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Abstract
This study aims to measure the effect of the money supply according to
its different aggregates (The money supply in the narrow sense, the
Money supply in the broad sense) on the inflation rate in Algeria, through the

t.djellit@univ-jijel.dz Ll> sl ;b iz

11



mailto:t.djellit@univ-jijel.dz

i Al gl allal

construction of an econometric model during the period 1990-2017.

The Johansen Co-integration Test showed a lack of integration between
the joint variables of the study. The paper also examined the Granger
Causality showing a one-way causality from rate of growth of the broad
money supply Inflation rate. This causality is reflected in the analysis of
Variance Decomposition and Response Function have shown that Narrow
money supply is of great importance in the relative impact of the rate of
inflation
Key words: Money supply, Inflation, Econometric models, Causal test
Jel Classification Codes: E2, C5.
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wAR Lag Order Selection Criteria
Endogenous variables: TIMNF w1 M2
Exogenous variables:

Diate: 02/08M1 8 Time: 1518
Sample: 1990 2017

Included observations: 24

Lag Logl LR FFE Al SC Ho

u] -250.54885 [RIE) 3012158 2112907 21.27633 21.16814
1 -224.0141 27 a5782% 162261.2% 20050118% 21.09020% 20657 45%
2 -220.8818 5.854121 2541 06.32 2090682 21.93761 21.18029
3 -223.0782 78937491 3404370 21.089385 2286242 21.48053
4 -215.79245 EBT26E02 492941 1 21.23271 23147045 21.74052

*indicates lag arder selected by the criteriaon
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Date: 0202312 Time: 15:40

Sample (adjusted): 1992 2017

Included aobservations: 26 after adjustmeant=s
Trend assumption: Linear deterministic trend
Series: TIFNF M2 hi

Lags interval {in first difference=si. 1 tao 1

Unrestricted Caointegration Rank Test (Traceal)

Hvpothesized Trace o.os
Mo, of CTE(sS) Eigenvalue Statistic Critical walue Frok >~
Hone oO.403315 2F7.39354 29.79707F o.o9z22
At rmost 1 O.z09097 1275456 15.49471 o.0s99
At rmost 2~ 0147230 41402389 3.841466 00419

Trace test indicates no caintegration atthe 0.05 level
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