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Abstract:

The main objective of this research is to figure out the impact of oil price shocks on
monetary policy variables over the period 1980 to 2019, based on the vector auto-regression
models (VAR), through a descriptive and quantitative analysis .based on the data of the World
Bank and Organization of the Petroleum Exporting Countries. This study concluded that
unexpected oil price shock is followed by an increase in inflation rate which is consistent with
the economic theory. and a decline in official exchange rate and real interest rate in Algeria. It
also found a positive impact of oil price fluctuation on the exchange rate and a negative
impact of oil price fluctuation on the interest rates. Thus, the impact of oil price shocks in
Algeria is positive in the case of high volatility and negative in the case of low volatility.
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4 -269.3288  17.21192 6089013, 2594837 20238783 26.39589
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VAR 35 isi(01) 43, gl

DINF DoIL EX R

DINF(-1) -0.067983 0.217933 -0.063826 -0.258891
(0.21081) (0.70826) (0.24062) (0.34024)
[-0.32248] [0.30770] [-0.26525] [-0.74130]

DOIL(-1) -0.030550 0125222 -0.106339 0.094341
(0.08629) (0.28992) (0.09850) (0.14296)
[-0.35402] [0.43192] [-1.07962] [0.65992]

EXi-1) 0.036742 -0.036931 0.981572 0.128368
(0.049438) (0.16623) (0.056448) (0.08197)
[0.74258] [-0.22217] [17.3804] [ 1.566086]

R(-1) -0.119651 0.045664 -0.045242 0.151487
(0.158471) (0.53219) (0.18080) (0.26242)
[-0.75535] [0.08580] [-0.25023] [0.57731]

C -3.425312 3411033 5.163698 -8.026343

(3.62566) (12.1810) (4.13833) (6.00640)
[-0.94474] [0.28003] [1.24777] [1.33630]
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Variance Decomposition of DIMNF:

Period S.E DIMF DOoIL EX R
1 5027782 100.0000 0.000000 0.000000 0.000000
2 5.072792 98.31423 0127633 0.690458 0.867682
3 5.084453 97.99108 0.397363 0737574 0.873981
4 5.087035 97.8921 0.457594 0774412 0.8758a87
5 5.088870 97 82245 0.501780 0.800320 0.875444
B 5090393 97 76426 0.536536 0.824204 0.875001
7 5.091807 9771030 0.568505 0.846627 0.874565
8 5093145 97 65926 0.598627 0.867962 0.874148
g 5.094420 97.61067 0627283 0.838291 0.873753
10 5.095636 97 56436 0654592 0.807673 0.873375

Variance Decomposition of EX:

Period S.E DIMF DOoIL EX R
1 16.89161 1521672 38.66343 59.81490 0.000000
2 17.02669 1.024600 4819328 50.74115 0.040968
3 17.03346 0865124 51.60770 47 47158 0.055588
4 17.03476 0.788408 5322488 45.92428 0.062433
5 17.03589 0.744570 5414789 4504130 0.066244
B 17.03697 07162344 5474073 4447425 0.068674
7 17.03801 0.696708 55.15291 4408003 0.070358
8 17.03901 0.682278 5545574 43.79038 0.071595
g 17.03996 0.671240 55.68743 4356878 0.072540
10 17.04087 0.662528 5587022 43.39396 0.073286

Variance Decomposition of R

Period S.E DIMNF DOoIL EX R
1 5738706 1.894632 68.89037 6.724970 2243103
2 8.827403 4909251 66.37875 6.559632 2215236
3 11.10742 4876401 66.24434 6.823967 2205529
4 12.92694 4827761 66.10144 7.236251 21.83455
5 14.45313 4 778655 65.99492 7.639405 21.58702
B 16577286 4731304 65.89985 8.022168 21.34668
7 16.93690 4 686853 65.81308 8.380321 21.11875
8 17.97781 4 645216 6573235 8.715335 2090710
g 18.91801 4 606236 65.65691 9.028875 2070798
10 1977377 4 569714 65.58625 9.322616 2052142

Cholesky Ordering: DINF DOILEXR
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