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The impact of monetary policy on inflation in Algeria during the period (1995-2022) an
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Summary:

This study aimed to determine the impact of monetary policy on inflation in Algeria during the period
(1995-2022). The variables (money supply, exchange rate, interest rate) were used as independent variables, while
the dependent variable was inflation. The autoregression methodology for lagging time gaps was used. ARDL to
find the dynamic relationship between variables in the short and long term.

The study found that there is a cointegration relationship between the variables, which allowed the
application of the frontier methodology. The results of the study also indicated that there is a positive and not
significant effect of the money supply on inflation in the long term, and a positive and non-significant effect of
the exchange rate. On inflation, and finally, there is a negative and not significant effect of the interest rate on
inflation.
key words: Inflation, monetary policy, ARDL methodology, cointegration.
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Null Hypathesis: TCH has a unit roat Hull Hypothesis: TCH has a unit root Null Hypmh.esws WD has a unit root
Exogenous: None Exogenous: None Exogenous: None
Lag Length: 0 (Automatic- based on SIC, madag=F) Lag Length: 0 (Automatic - based on SIC, madag=6) Lag Length: 0 {Automatic - based on SIC, madag=6)
tStatisic  Prob* ttatistic  Prob.* Hotatisic  Prob”
Augmented Dickey-Fuller test statistic 3637304 09998 J | Augmented Dickey-Fuller test statistic 3637304 09998 Augmented Dickey-Fuller test stafisfic 1045530 09180
Test aritical values 1% level -2 553401 Test ortical values: 1% level 2653401 Test crfical values 1% level -2.653401
5% level -1953856 5% level -1.953858 5% level -1.953858
10% level -1.609574 10% level -1.600571 10% level -1.609571
*MacKinnon (1996) one-sided pvalues: *MacKinnon (1996) one-sided pvalues *MacKinnon (1996) one-sided pvalues.
Augmented Dickey-Fuller Test Equation Augmented Dickey-Fuller Test Equation Augmented Dickey-Fuller Test Equation
Dependent Variable: D{TCH) Dependent Variable: D(TCH) Dependent Variable: D{MD)
Method: Least Squares Method: Least Squares Wethod: Least Squares
Date: 01/30/24 Time: 23:01 Date: 01/30/24 Time: 23:01 Date: 01/30/24 Time: 23:00
Sample (adjusted): 1996 2022 Sample (adjusted). 1996 2022 Sample (adjusted): 1996 2022
Included observations: 27 after adjustments Included observations: 27 after adjustments Included observations: 27 after adjustments
Variable Coeficient ~ Std.Emor  tStatistic  Prob Variable Coefficient  Std. Error  t-Statistic  Prob. Variable Coefficient  Std.Error  tStatistic  Prob
TCH(-1) 0042750 0011753 3637304  0.0012 TCH(-1) 0042750 0011753 3637304  0.0012 MD(-1) 0019455  0.018607  1.045520  0.3054
R-squared 0.040776  Mean dependentvar 34937874 | R-squared 0.040776  Mean dependentvar 3.493787) R-squared -0.036250 Mean dependentvar 1743270
Adjusted R-squared 0040776 S.D. dependentvar 53233114 | Adjusted R-squared 0.040776  5.D. dependentvar 53233110 ¥ Adjusted R-squared 0036250 S.D. dependentvar 5287960
SE ofregression 5213651 Akaike info criterion 61767724 J SE. ofregression 5213651  Akaike info criterion GATETI20 B SE ofregression 5400013 Akaike info criterion 5.587092
Sum_squ_ared resid T06.7361 Schwamcr\teﬂon_ 6.224766 Sum_sqqared resid 706.7361 Schwalzcrit_erion_ 5224766 Sum squared resid 1065.264  Schwarz criterion 5.635086
Log likelihood -82.38642  Hannan-Quinn criter. 6.191043 Log likelihood -82.38642 Hannan-Quinn criter. 5191043 Log likelihaod 7.92574  Hannan-Quinn criter. 6.601363
Durbin-Watson stat 1546782 Durbin-Watson stat 1546782 Durbin-Watson stat 2104129

Null Hypothesis: INT has a unit raot
Exogenous: Nane
Lag Length: 0 (Automatic - bazsed on SIC, maxlag=6)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -4321205  0.0001
Testcritical values 1% level -2.653401
5% level -1953858
10% level -1.609571

*MacKinnon (1996) one-sided pvalues
Augmented Dickey-Fuller Test Equation
Dependent Variable: D{INT)
Wethad: Least Squares
Date: 01/30/24 Time: 23:03
Sample (adjusted): 1996 2022
Included observations: 27 after adjustments

Variable Coefficient ~ Sta.Emor  t-3tatistic  Prob.

INT(-1) 0830651 0.196855 -4.321208  0.0002
R-squared 0.417928 Wean dependentvar -0.119326
Adjusted R-squared 0417928 S.D. dependentvar 11.69183
S.E ofregression 8920126  Akaike info criterion 7.250841
Sum squared resid 2068.785 Schwarz criterion 7.298825
Log likelihood -06.88622  Hannan-Quinn criter, 7.265102
Durbin-Watson stat 1.887761

Null Hypothesis: INF has a unit oot Nl H\‘Wth.%is DITCH) fias a unit roat
Exogenous: None EXUQQ“UUS:NW
Lag Length: 0 (Automatic- based on SIC, marage6) Lag Length: 0 (Automatic - based on SIC, madag=6)
\Glatisie  Prob* tetatistic ~ Prob*
Augmented Dickey-Fuller test stafistic -5124291 00000 Augmented Dickey-Fuller test stafistic 2948210 0.0048
Test critical values: 1% level 3553401 Test criical values 1% level -2 56015
5% lovel 1053888 5% evel 1954414
10% level -1.609571 10% lvel 1509329
"Mackinnon (1996) oné-ided pvalues *Nackinnon (1996) one-sided pvalues.
Augmentad Dickey-Fuller Test Equation Augmented Dickey-Fuller Test Equation
Dependant Variable: D(NF) Dependent Variable: D(TCH2)
Melhod: Least Squares Wethod: Least Squares
Date: 0130124 Time: 23.02 Date: 02104124 Time: 13:27
Sample (adjusted): 1996 2022 Sample (adjusted). 1997 2022
Included obsenvations: 27 after adjusiments Included obsenvations: 26 afer adjustments
Variable Coefficient ~ Sid.Error  L-Statistic  Prob Variable Coeficient ~ Std Eror ~ +Statistic ~ Prob
INF(-1) 0356766 0069623 -5124291  0.0000 DTCHA)) DF14805 0474847 2048210 0.0068
Resquarsd 0484238 Mean dependentvar  -0.750762 R-squared 0257982 Mean dependentvar  -0.005973
AdustedR-squared 0484238 5.0. dependentvar 4044381 AdustedRsquared 0257082 SD dependentvar 6469854
SE. of regrassion 2004536 Akaike info calerion 5006750 SEdfregession  BET3IE] Mikeimocteion 631154
Sum squared resid 2193446 Schwarz critéron 5054752 Sumsquaredresid 7765033 Schwarz crterion 5350803
Log likelihood -66.59124  Hannan-Quinn criter, 5021029 Laglikeliaod 4104955 Hannan-Quinn crter §.325439
Duin-Walsonstal -~ 1521512 DurtinWalsonstal 2052425
N

S Gl

F-Bounds Tes

t

Mull Hypothesis: Mo levels relationship

Test Statistic Value Signif. 0N (1)
Asymptotic: n=1000

F-statistic 2024617 10% 247 4.45

k 3 5% 4.01 .07

2 5% 4 52 562

1% 517 G.36
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