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Analysis of the impact of the dynamic relationship between monetary policy and
inflation in Algeria during the period 1994-2017.
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Abstract:

The objective of this study is to analyze the effect of monetary policy on inflation in Algeria
for the period 1994-2017 by setting a standard model in which the explanatory variables of
monetary policy were independent variables while the inflation rate was a dependent
variable which reflect the stability of economic policy in Algeria, using multiple regression
model Eviews10, we found that there is no real effect of monetary policy instruments on
inflation during the period under study.

Keywords: inflation; rebate rate; compulsory reserve ratio; cash mass; multiple linear
regression.

JelClassificationCodes:E31, E58, E51,C51.

Résume

L'objectif de cette étude est d'analyser I'effet de la politigue monétaire sur l'inflation en
Algérie pour la période 1994-2017 en établissant un modéle standard dans lequel les
variables explicatives de la politique monétaire étaient des variables indépendantes, tandis
que le taux d'inflation était une variable dépendante reflétant la stabilité de la politique
économique en Algérie, en utilisant le modele de régression multiple Eviews10, nous avons
constaté que les instruments de politique monétaire n’ont pas d’effet réel sur I’inflation au
cours de la période considérée.

Mots-clés: inflation; taux de remise; taux de réserves obligatoires; masse monétaire; la
régression linéaire multiple.
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Dependent VVariable: INF
Method: Least Squares
Date: 03/10/19 Time: 23:18
Sample: 1994 2017
Included observations: 24
Variable Coefficient Std. Error t-Statistic Prob.
C -6.498018 10.85615 -0.598556 0.5565
DR 2.269958 0.482983 4.699871 0.0002
RO 0.656192 0.379280 1.730101 0.0998
M2 -0.214807 0.114552 -1.875199 0.0762
EXCH -0.022156 0.086292 -0.256757 0.8001
R-squared 0.772996 Mean dependent var 6.802917
Adjusted R-squared 0.725206 S.D. dependent var 7.783305
S.E. of regression 4.080073 Akaike info criterion 5.833158
Sum squared resid 316.2929 Schwarz criterion 6.078586
Log likelihood -64.99790 Hannan-Quinn criter. 5.898271
F-statistic 16.17474 Durbin-Watson stat 1.414571
Prob(F-statistic) 0.000006

Eviews10zalip e Isleie! SlimLdl slas] oo tsiall
SN QU il e 7 3gaidl s il ol Joudl S5 o
Inf = —6,4980 + 2,269DR; + 0,656R0; — 0,214M2, — 0,022EXCH; + &,
(-05985) (46998) (1,7301) (-18751) (-0.2567)

[0.5565]  [0,0002] [0,0998] [0.0762] [0,8001]
R? = 0,7729N = 24DW = 1,4145F — statistic = 16,1747
R2 = 0,72522 e? = 316,2929 Prob(F — stat) = 0,0000
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
F-statistic 2.035289 Prob. F(4,19) 0.1300
Obs*R-squared 7.198947 Prob. Chi-Square(4) 0.1257
Scaled explained SS 5246314 Prob. Chi-Square(4) 0.2629
Test Equation:
Dependent VVariable: RESID™N2
Method: Least Squares
Date: 03/15/19 Time: 23:07
Sample: 1994 2017
Included observations: 24
Variable Coefficient Std. Error t-Statistic Prob.
C -11.15341 50.28551 -0.221802 0.8268
DR 3.170928 2.237169 1.417384 0.1726
RO -1.169621 1.756818 -0.665761 0.5136
M2 -0.467838 0.530602 -0.881712 0.3890
EXCH 0.258253 0.399704 0.646110 0.5259
R-squared 0.299956 Mean dependent var 13.1.7887
Adjusted R-squared 0.152578 S.D. dependent var 20.52982
S.E. of regression 18.89883 Akaike info criterion 8.899129
Sum sqquared resid 6786.149 Schwarz criterion 9.144557
Log likelihood -101.7895 Hannan-Quinn criter. 8.964241
F-statistic 2.035289 Durbin-Watson stat 2.633579

Prob(F-statistic) 0.130048
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LM = NR? = 24 x 0,299956 = 7,198944 -
(Bourbonnais, 2015, p. 370).sz_1(0<) = X32(0,05) = 7,81 :aslas) Lys -
Uagedl azed bl ol T fpuall A8 Joud ding 7,19 < 7,81 1001 Lasdls
: 3ol I bl ylas ) .o
58 LS ilial] 055 duley cellasSl 11 1o z3geid ool (a 2ST 2ays cro U,u L,Lg;\ 3929 ksl e
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.898275 Prob. F(2,17) 0.4257
Obs*R-squared 2.293889 Prob. Chi-Square(2) 0.3176

Test Equation:

Dependent VVariable: RESID

Method: Least Squares

Date: O3/15/19 Time: 02:33

Sample: 1994 2017

Included observations: 24

Presample missing value lagged residuals set to zero.

Variable Coefficient Std. Error t-Statistic Prob.
C -5.368825 11.73882 -0.457357 0.6532
DR 0.092781 0.490674 0.189090 0.8523
RO 0.067154 0.410255 0.163689 0.8719
M2 0.102538 0.138652 0.739540 0.4697
EXCH 0.040222 0.098122 0.409916 0.6870
RESID(-1) 0.400411 0.304155 1.316468 0.2055
RESID(-2) -0.113719 0.288597 -0.394041 0.6984
R-squared 0.095579 Mean dependent var -4.44E-16
Adjusted R-squared -0.223629 S.D. dependent var 3.708351
S.E. of regression 4.102094 Akaike info criterion 5.899365
Sum sqquared resid 286.0620 Schwarz criterion 6.242964
Log likelihood -63.79238 Hannan-Quinn criter. 5.990522
F-statistic 0.299425 Durbin-Watson stat 1.736206

Prob(F-statistic) 0.928663
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U, = —5,36 + 0,09DR + 0,06RO + 0,1M2 + 0,04EXCH + 0,44,_, — 0,114, _,
N=24 R2=0,095 P=2(Lags)
LM = (n = p)R* ~ XJ g 05)
] Galud 3,8Y Cacliae sbas| £l dxs
LM = (24 — 2)0,095579 = 2,102738
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12
Series: Residuals
10 Sample 1994 2017
Observations 24
8 - Mean -4.44e-16
Median 0.846890
6 | Maximum 6.169557
Minimum -9.193883
4 Std. Dev. 3.708351
7 Skewness -0.758651
Kurtosis 3.325576
2 |
Jarque-Bera 2.408205
0 Probability 0.299961
-10.0 -7.5 -5.0 2.5 0.0 2.5 5.0 7.5

Eviews 10 galiy Sl yiea : yusall
AL AL Auslan Y ol cazmy 4ing 2,4082 (2 |y Dyl Laud (o quaaty Dhel JSad M5 (00

N, N 2 2
S—gﬁ1 +ﬁ(ﬁz_3) = X3 ()

24 24
=5 = —(=0758651) + (33255 — 3)* = 2,408

Lagall o JBT Goladl JSAT1 (e Byiilin Ladsl Sy (19 <(2,408) Ly chil> duibasy dgucl) Aagall o Lasdls
Aoyl Aagall (0 2ST(0,299961) dllais¥| dayall Ayl oia uShs LaS ¢ %5 Logine Giuns dis a3 6 1 Audguzl|
(o2 Giog i) Byg pud s o) cawladl a3l 2l Blodl aliubis oy LAY 2o pall s Jllly 0,05
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N INF EXCH RO DR M2
7994 29,05 35,06 25 15 15,3
7995 29,78 47,66 25 14 105
1996 18,68 54,75 25 12 14,4
1997 5,73 57,71 25 11 18,2
7998 4,95 58,74 25 9,5 47,2
7999 2,65 66,57 25 85 12,4
2000 034 75,26 25 6 13
20071 4,23 77,22 3 6 22,3
2002 1,42 79,68 4,25 55 17,3
2003 4,27 77,39 6,25 4,5 15,6
2004 3,96 72,06 6,5 4 11,4
2005 1,38 73,28 6,5 4 11,2
2006 2,31 72,65 6,5 4 18,7
2007 3,67 69,29 6,5 4 215
2008 4,86 64,58 8 4 16
2009 5,73 72,65 8 4 31
2010 3,91 74,39 9 4 15,4
2071 4,52 72,94 9 4 199
2012 8,89 77,54 1 4 109
2013 3,25 79,37 12 4 84
2014 2,92 80,58 12 4 14,6
2015 4,78 100,69 12 4 0,1
2016 64 109,47 8 35 08
2017 5,59 11096 4 3,75 84
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