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Abstract:

The study aims to measure and analyze the extent of inflation response to sudden
changes in the money supply in Algeria for the period 1990-2020 using the structural
autoregressive vector model (SVAR). economy in the short and long term. Accordingly,
the study recommends the importance of effective central bank control over the
financial and monetary sectors, as they are the most important pillars of monetary and
financial stability.

Key words : money supply shock; Inflation; Algeria; Structural Vector Auto Regression
Model.
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Explained by shocks in:
Period S.E. LINF LM2 LTC LGDP
01 | 1.837878 | 4.062923 | 0.119229 | 86.93764 | 8.880210
LINF 02 2576107 | 2.387737 | 0.061527 | 92.40488 | 5.145859

05 3.299778 | 1.500146 0.039946 95.26221 | 3.197696
06 3.355912 | 1.450908 0.039132 95.41834 | 3.091618
09 3.404405 | 1.410038 0.041328 95.54419 | 3.00444

10 3.407517 | 1.407464 0.042200 95.55130 | 2.999036

7 sxledl et :alasdle EViews 10 cls e (e by 3 L1 slae] oo ¢ yduaedl

Slassall e Al (LINF) @ivadl aldas el of J) «paad) Uas opls Joles ml add
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el oldas s 3 Jlea¥l =l mllly guaidl (o) Lealuced il Ll JIsall (de anllg
Lo padgersd o((Jo¥) &iadl) caoyall guadl § %8.889 %406 Mlss il e Loond cidly wad
e %2.999%0.042 s> Jlg (el Ladl) Lossgiall goadl (e %3.199%0.039 Jlsa J) 3 say

(B, lad) 2dl) el g

meess 0Sar Slgine (10) sde Hlie e Sataadl Lygall Gletaddl Jlgo lpaas J) Tabiduls
& liSy (LTC) capall yaw 39 (LM2) guiidl (opall § Hadio Cigi> Ayl pivaatl| Llomil (gke
t Mgl Joazll 589 LGDP) Jlea¥! ell sl

Jlea¥l el m5Ldlg & pall yamwg gudidl (o yall (pdeail] deiial pdeadll dlmiwl 208, Jouzt!
Accumulated Response of LINF:

Period | Shokel Shoke2 Shoke3 Shoke4
01 0.370456 | 0.063461 1.7113644 | 1.148180
02 0.516129 | 0.055990 3.501300 1.017493
03 0.578086 | 0.041268 4.990381 0.308018
04 0.606968 | 0.034442 6.134172 -0.34211
05 0.621566 | 0.036182 6.979601 -0.82853
06 0.629270 | 0.043774 7.590739 -1.19335
07 0.633270 | 0.054450 8.256580 | -1.47668
08 0.635110 | 0.066170 8.331152 -1.70223
09 0.635636 | 0.077637 8.543090 -1.88490
10 0.635354 | 0.088123 8.688263 -2.03534
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95-83 amiiall . ilimll A8y 7 lye sbiold Anals 14 saall 14 wlzll Lo L) dlze (1970-2012).
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Aulydl alpiied (ADF) jelaelt 58 Soud gl s sl ki 1 3kel!

Js1 3,2l e sLasY il Sotuell i ,Las¥l gl
(4) z3seull (5) zsedl! (6) z3gailt (4) zigault (5) zisailt (ORI EONL{JENPFER

i i (-7.8786) (-1.594995) (-2.417725) (-2.686019) LINF
Prob=0.000 | Prob= 0.102 | Prob=0.14 Prob=0.24

: : : ) (-3.221389) (0.749117) LMD
Prob=0.029 Prob0.9994

i i (-7.831885) (3.594200) (1.793232) (-3.296666) LGDP
Prob=0.000 | Prob= 0.99 | Prob= 0.999 | Prob=0.0861
: : : : : (-5.762189)

Prob=0.0003 RIS
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Mull Hypothesis: no serial correlation ... UNFLIGLTCLEDR
Date: 09/04/21 Time: 19:36 ustmonts
Sample: 1990 2020 e Caz e oo
Included observations: 30 (== 0379953 0023328 0002308  0.010533
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Roots of Characteristic Polynomial

Endogenous variables: LINF LM2 LTC LGDP e
Exogenous variables: C
Lag specification: 1 1 1.0 o
Date: 090421 Time: 1933
o.s
Root Modulus
oo - - e
0.954485 0.954485
O.F37F121 - 0056256291 0. 740220 |
07371371 + 0. 0686391 0. 740320
0347369 0347369 |
Mo root lies outside the unit circle. T
WAaR satisfies the stability condition. s Ao o5 oo o5 B as

Structural VAR Estimates

Variance Decomposifion —

Structural VAR is oversdentified (4 degrees of freedom)

Model: Ae = Bu wihere E[uwu’l=1
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