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effectiveness of monetary policy in Algeria an empirical study during 1980-2014
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Abstract:

The main objective of this research to evaluate effectiveness of monetary policy in Algeria during 1980-2014, from

the influence of principle key indicators of economic stability, represented by : economic growth , inflation
,unemployment and balance of payment ,using quantitative tools represented by money supply and discount rate using
the regression model vector auto-regressive ( VAR).the results indicate the absence of effectiveness of these tools for
the needs of the economy since the monetary policy is considered as an important tools that can strongly affect the real
economy, only if will well manage successfully.

Keywords: monetary policy ,economic stability, inflation ,auto-regression vector model
(VAR)
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t-Statistic S G, t—Statistic | gewdl Le | t-Statistic | Jo¥ 35,d1 | t-Statistic | gl Ls
QW\ KAW\ Level KAW\ a)w‘ Level
-5.2250 -3.5529 -2.1278 -3.5484 -5.2100 -3.5529 -2.0081 -3.5484 INF
-5.6396 -3.5875 -2.2015 -3.5742 -4.2261 -3.7104 -0.8720 -3.7104 CHOM
-8.0417 -3.5529 -3.6780 -3.5484 -5.9201 -3.5577 -3.5687 -3.5484 Gdp
-17.6289 -3.5529 -5.0782 -3.5484 -5.6220 -3.5628 -5.0781 -3.5484 M2
-4.7365 -3.5529 -1.5497 -3.5484 -4.6946 -3.5529 -3.7130 -3.5875 TR
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Pairwise Granger Causality Tests
Date: 05/25/17 Time: 20:38
Sample: 1980 2014

Lags: 2

NullHypothesis: Obs F-Statistic Prob.
M2 does not Granger Cause INF 33 0.77956 0.4683
INF does not Granger Cause M2 0.35304 0.7056
TR does not Granger Cause INF 33 7.33884 0.0027
INF does not Granger Cause TR 2.44094 0.1054
TR does not Granger Cause M2 33 0.50296 0.6101
M2 does not Granger Cause TR 0.02248 0.9778
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Pairwise Granger Causality Tests
Date: 05/25/17 Time: 21:20
Sample: 1980 2014

Lags: 2

NullHypothesis: Obs F-Statistic Prob.
M2 does not Granger Cause GDP 33 0.40119 0.6733
GDP does not Granger Cause M2 0.49260 0.6162
TR does not Granger Cause GDP 33 4.83981 0.0157
GDP does not Granger Cause TR 3.79274 0.0349
TR does not Granger Cause M2 33 0.50296 0.6101
M2 does not Granger Cause TR 0.02248 0.9778
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Pairwise Granger Causality Tests
Date: 05/26/17 Time: 11:04
Sample: 1980 2014

Lags: 2

NullHypothesis: Obs F-Statistic Prob.
M2 does not Granger Cause CHOM 27 0.12520 0.8829
CHOM does not Granger Cause M2 0.24303 0.7863
TR does not Granger Cause CHOM 27 2.42090 0.1121
CHOM does not Granger Cause TR 0.13709 0.8726
TR does not Granger Cause M2 33 0.50296 0.6101
M2 does not Granger Cause TR 0.02248 0.9778

Eviews 9 miliy w2t el

3| Jdwe 9 Lt ST o IS 9 Sl gduadl Ol Jihre et 20 o) renaad| j Lt 5:06043, Jour

M‘
Pairwise Granger Causality Tests

Date: 05/26/17 Time: 11:54
Sample: 1980 2014

Lags: 2

NullHypothesis: Obs F-Statistic Prob.
M2 does not Granger Cause SBP 33 0.26881 0.7662
SBP does not Granger Cause M2 0.95662 0.3964
TR does not Granger Cause SBP 33 0.36753 0.6957
SBP does not Granger Cause TR 0.56317 0.5757
TR does not Granger Cause M2 33 0.50296 0.6101
M2 does not Granger Cause TR 0.02248 0.9778
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DependentVariable: D(INF)

Method: Least Squares (Gauss-Newton / Marquardt steps)
Date: 05/26/17 Time: 15:03
Sample (adjusted): 1984 2014
Includedobservations: 31 afteradjustments
D(INF) = C(1)*( INF(-1) - 1.22575285461*TR(-1) - 1.7346621657 ) + C(2)*(
M2(-1) - 0.774497315073*TR(-1) - 10.7071446523 ) + C(3)*D(INF(-1))
+ C(4)*D(INF(-2)) + C(5)*D(INF(-3)) + C(6)*D(M2(-1)) + C(7)*D(M2(-2))
+ C(8)*D(M2(-3)) + C(9)*D(TR(-1)) + C(10)*D(TR(-2)) + C(11)*D(TR(-3))

+C(12)
Coefficient Std. Error t-Statistic Prob.
C(1) -0.685374 0.154360 -4.440112 0.0003
C(2) 0.235034 0.162558 1.445847 0.1645
C(3) -0.030594 0.227290 -0.134601 0.8943
C(4) 0.021455 0.148569 0.144414 0.8867
C(5) 0.086069 0.158530 0.542921 0.5935
C(6) -0.193609 0.115266 -1.679671 0.1094
C(7) -0.044116 0.097600 -0.452009 0.6564
C(8) 0.012895 0.073075 0.176456 0.8618
C(9) 0.292926 0.527590 0.555215 0.5852
C(10) 2.450520 0.628571 3.898558 0.0010
C(11) 2.131594 0.744138 2.864516 0.0099
C(12) -0.309661 0.591501 -0.523518 0.6067
R-squared 0.760493 Meandependent var -0.098412
Adjusted R-squared 0.621831 S.D. dependent var 5.230279
S.E. of regression 3.216383 Akaike info criterion 5.459037
Sumsquaredresid 196.5572 Schwarz criterion 6.014129
Log likelihood -72.61508 Hannan-Quinn criter. 5.639983
Durbin-Watson stat 1.646927
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DependentVariable: D(GDP)

Method: Least Squares (Gauss-Newton / Marquardt steps)

Date: 05/26/17 Time: 15:10

Sample (adjusted): 1982 2014

Includedobservations: 33 afteradjustments

D(GDP) = C(1)*( GDP(-1) + 0.314762264663*TR(-1) - 4.79831875406 ) +
C(2)*( M2(-1) + 0.0294733158283*TR(-1) - 16.2198247536 ) + C(3)
*D(GDP(-1)) + C(4)*D(M2(-1)) + C(5)*D(TR(-1)) + C(6)

Coefficient Std. Error t-Statistic Prob.

c(1) -0.893167 0.229585 -3.890347 0.0006

C(2) 0.044260 0.061150 0.723789 0.4754

C(3) 0.145200 0.185167 0.784154 0.4398

C(4) -0.044788 0.045956 -0.974602 0.3384

C(5) -0.687701 0.268928 -2.557195 0.0165

C(6) 0.019347 0.350755 0.055158 0.9564
R-squared 0.458033 Meandependent var 0.033333
Adjusted R-squared 0.357669 S.D. dependent var 2.510788
S.E. of regression 2.012285 Akaike info criterion 4.399384
Sumsquaredresid 109.3308 Schwarz criterion 4.671477
Log likelihood -66.58984 Hannan-Quinn criter. 4.490935
F-statistic 4.563714 Durbin-Watson stat 1.902666
Prob(F-statistic) 0.003813
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Varian
ce
Decom
position
of INF:
Period S.E. INF M2 TR
1 4.365888 100.0000 0.000000 0.000000
2 6.407496 78.87495 2.575389 18.54966
3 7.902690 62.47396 2.383865 35.14217
4 8.768908 54.96960 2.001397 43.02900
5 9.218827 51.59826 1.841058 46.56068
6 9.462436 49.93756 1.786187 48.27625
7 9.606844 49.04473 1.763217 49.19205
8 9.698168 48.52730 1.748590 49.72411
9 9.757727 48.20591 1.738841 50.05525
10 9.796960 47.99763 1.732542 50.26983
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Variance
Decomposi
tion of
GDP:
Period S.E. GDP M2 TR
1 1.997086 100.0000 0.000000 0.000000
2 2.446286 78.79771 0.300890 20.90139
3 2.539086 75.46719 3.018895 21.51391
4 2.589604 76.19851 2.906459 20.89503
5 2.620739 76.25876 2.886897 20.85434
6 2.629087 76.16732 2.953746 20.87893
7 2.631047 76.13857 3.011608 20.84982
8 2.631429 76.13624 3.011034 20.85273
9 2.631669 76.12247 3.010661 20.86687
10 2.632293 76.10408 3.009865 20.88605
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Varianc
e
Decomp
osition of
CHOM:
Period S.E. CHOM M2 TR
1 3.869475 100.0000 0.000000 0.000000
2 4.579285 99.10620 0.414965 0.478836
3 4.988821 94.98525 0.358120 4.656635
4 5.333516 87.71915 0.463723 11.81713
5 5.674774 79.16087 0.686128 20.15300
6 6.016811 70.94625 0.923012 28.13074
7 6.347503 63.86358 1.164989 34.97143
8 6.655305 58.09958 1.392804 40.50761
9 6.932546 53.55336 1.589302 44.85734
4
10 7.175681 50.02395 1.751836 8.22421
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Response to Cholesky One S.D. Innovations+2 S.E.
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Varianc
e

Decomp

osition of

SBP:

Period S.E. SBP M2 TR
1 7.776552 100.0000 0.000000 0.000000
2 9.324109 99.00092 0.020831 0.978249
3 9.997938 96.89376 0.889264 2.216981
4 10.30541 95.88815 1.188287 2.923566
5 10.51037 95.29691 1.175085 3.528006
6 10.65947 94.66637 1.147289 4.186341
7 10.76270 94.05324 1.131178 4.815580
8 10.83448 93.53781 1.119255 5.342937
9 10.88681 93.12027 1.108901 5.770833
10 10.92609 92.78030 1.100943 6.118753
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