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Abstract :

The first decade of the current
century witnessed the accumulation
of foreign exchange reserves in
Algeria due to the continuous rise in
oil prices, which led to an increase in
foreign net assets which was
considered the main source of
monetary expansion M2 the one
linked to budgetary expansion within
the implementation of economic
development programs for the period
between 2001 - 2014, that resulted in
high inflation rates, which prompted
the Bank of Algeria to adopt
methods and  procedures that
enhance the effectiveness of
monetary policy in reducing the
phenomenon of inflation by the
activation and use of new monetary
instruments (compulsory reserve,
liquidity  restoration, permanent
incentives) and the conversion of
treasury deposits from banks to the
Bank of Algeria, all of this
contributed to the absorption of
surplus bank liquidity at significant
rates during the period of study.

Keywords: inflation,
absorption of excess liquidity,
monetary mass M2, indirect

instruments. monetarv nolicv.
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