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The effectiveness of the bank lending channel in transmission the impact of monetary
policy to output and inflation - the case of Algeria - a standard study using the structural
autoregressive methodology (SVAR) for the period (2005-2021).
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Abstract: This study aims to try to evaluate the effectiveness of the bank lending channel in

transferring the impact of monetary policy to output and inflation in Algeria during the period
(2005-2021), using the following variables: the mandatory réserve rate (RO) représentant
monetary policy, the inflation rate (CPI) and the output (RGDP) as final goals For monetary
policy, bank loans (CRED) représente the bank lending channel in Algeria, using a structural
autorégressive model (SVAR) and analysis of structural response functions and variance
components.

The results of the study concluded that the bank lending channel was ineftective in transterring
the impact of monetary policy to inflation, and its effectiveness in transferring this eftect to the
output, which indicates the relative eftectiveness of the bank lending channel in transferring the
impact of monetary policy to its final goals.

Keys words: Crédit channels, monetary policy, output, inflation, SVAR method
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VAR Lag Order Selection Criteria
Endogenous variables: RGDP CPI CRED RO
Exogenous variables: C

Date: 08/18/20 Time: 15:45

Sample: 2005Q1 2017Q4

Included observations: 48

Lag Logl LR FPE AIC SC HQ
0 -1043.541 NA 1.06e+14 43.64754 43.80347 43.70646
1 -810.8589 416.8885 1.28e+10 34.61912 35.39879 34.91376

-794.8380 26.03391 1.30e+10 34.61825 36.02165 35.14860
-780.8553 20.39146 1.46e+10 34.70231 36.72944 35.46836
-707.1809 95.16280* 1.42e+09* 32.29920* 34.95007* 33.30097*

H W N

*indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

Eviews. 10 qebp Sl 2 e sy Ul slus] 0 :
sk s Y il iy (P = 04) s z35ald ) clla) ol sae O eodlel (02) 43y Joidl mils oy i)
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Inverse Roots of AR Characteristic Polynomial
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Date: 08/18/20 Time: 15:45

Sample (adjusted): 2006Q2 2017Q4
Included observations: 47 after adjustments
Trend assumption: Linear deterministic trend
Series: RGDP CPI CRED RO

Lags interval (in first differences): 1 to 4

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.695121 102.4833 47.85613 0.0000
At most 1* 0.512796 46.65483 29.79707 0.0003
At most 2 0.206137 12.85842 15.49471 0.1201
At most 3 0.041838 2.008715 3.841466 0.1564

Trace test indicates 2 cointegrating eqn(s) at the 0.05 level

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.695121 55.82847 27.58434 0.0000
Atmost 1* 0.512796 33.79641 21.13162 0.0005
At most 2 0.206137 10.84971 14.26460 0.1619
At most 3 0.041838 2.008715 3.841466 0.1564

Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values
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Structural VAR Estimates

Date: 08/18/20 Time: 15:40

Sample (adjusted): 2006Q1 2017Q4

Included observations: 48 after adjustments

Estimation method: Maximum likelihood via Newton-Raphson (analytic

derivatives)

Convergence achieved after 37 iterations

Structural VAR is over-identified

Estimated A matrix:
1.000000 0.000000 0.000000 0.000000
0.000000 1.000000 0.000000 0.000000
0.069530 -12.26913 1.000000 0.000000
-0.001028 0.166699 0.000931 1.000000

Estimated B matrix:
286.6732 0.000000 0.000000 0.000000
0.000000 1.181108 0.000000 0.000000
0.000000 0.000000 131.4835 0.000000
0.000000 0.000000 0.000000 1.907981

Estimated S matrix:
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286.6732 0.000000 0.000000 0.000000
0.000000 1.181108 0.000000 0.000000
-19.93241 14.49117 131.4835 0.000000
0.313277 -0.210382 -0.122418 1.907981
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Response to Structural VAR Innovations + 2 S.E.

Response of D(RGDP) to Shock3
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Variance
Decomposition
of D(RGDP):
Shock1 Shock2 Shock3 Shock4
Period S.E. RGDP CPI CRED RO
1 286.6732 100.0000 0.000000 0.000000 0.000000
2 297.1639 93.06471 1.713021 3.626615 1.595659
3 313.3057 83.73029 3.440740 5.219532 7.609441
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4 360.2637 63.32694 4.817186 5.789978 26.06589
5 406.3899 51.33642 4.930037 5.473444 38.26009
6 417.6419 48.74064 4.668205 10.15446 36.43670
7 418.2476 48.65749 4.763501 10.24575 36.33325
8 420.6952 48.29967 5.018280 10.74888 35.93317
9 423.0247 47.76987 4.981020 11.01032 36.23879
10 424.2495 47.60268 4.962043 11.09864 36.33664
Variance
Decomposition
of D(CPI):
Shock1 Shock2 Shock3 Shock4
Period S.E. RGDP CPI CRED RO
1 1.181108 0.000000 100.0000 0.000000 0.000000
2 1.244510 1.152578 91.01715 0.001093 7.829181
3 1.259795 1.377303 89.81632 1.165945 7.640426
4 1.289685 2.708554 87.79001 1.376117 8.125322
5 1.300808 2.698907 86.31228 1.699558 9.289258
6 1.305287 2.694450 85.79632 2.249588 9.259643
7 1.321728 2.751378 83.97094 2.207508 11.07017
8 1.328454 2.728600 83.16388 3.032627 11.07490
9 1.331644 2.755734 82.76942 3.153902 11.32094
10 1.333775 2.747061 82.57146 3.288407 11.39308
Variance
Decomposition
of D(CRED):
Shock1 Shock2 Shock3 Shock4
Period S.E. RGDP CPI CRED RO
1 133.7730 2.220153 1.173465 96.60638 0.000000
2 143.7190 1.924713 1.044136 95.11960 1.911549
3 151.0329 3.271602 1.920309 86.22915 8.578938
4 155.4709 3.689611 2.368294 82.41728 11.52481
5 162.2180 3.433073 2.443027 83.20732 10.91658
6 163.3979 3.568013 2.875949 82.76429 10.79175
7 164.3001 3.537796 3.812644 81.86250 10.78706
8 165.0369 3.509128 4.024686 81.48719 10.97900
9 165.6074 3.487640 4.079240 81.52955 10.90357
10 165.9412 3.477610 4.138224 81.20998 11.17419
Variance
Decomposition
of D(RO):
Shock1 Shock2 Shock3 Shock4
Period S.E. RGDP CPI CRED RO
1 1.948790 2.584205 1.165430 0.394603 95.85576
2 2.342043 3.631817 2.299917 8.716230 85.35204
3 2.426312 3.759045 2.164913 14.35780 79.71824
4 2.445012 4.493449 2.356619 14.58517 78.56476
5 2.465535 4.625765 2.736500 15.23269 77.40505
6 2.490607 4.595711 2.839342 15.06873 77.49622
7 2.501986 4707744 2.827177 15.67188 76.79319
8 2.517000 4.662930 2.799480 15.52299 77.01460
9 2.524155 4.637284 2.803585 15.82209 76.73704
10 2.526911 4.627176 2.797869 16.00333 76.57163

Factorization: Structural
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