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Bank lending channel as a mechanism for transferring the impact of

monetary policy to the real sector in Algeria An economitrics Study for the
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Abstract: This study aimed to evaluate the effectiveness of the bank lending channel as a
mechanism for transferring the impact of monetary policy to both economic growth and
inflation in Algeria for the period (2000-2018). By forming a basic model of monetary mass,
current GDP at current prices, and CPI as indicators of monetary policy, economic growth,
and inflation, respectively and The model of the transition channel which consists of loans to
the economy as an indicator of the bank lending channel and Using the VAR model The study
concluded that the bank lending channel is ineffective in transferring the impact of monetary
policy to both economic growth and inflation.
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Period S.E. LM2 LCPI LPIB

1 0.048549 48.98576 0.392645 50.62159

2 0.070268 57.80281 0.788739 41.40845

3 0.086780 62.77733 1.104059 36.11861

4 0.100080 65.78951 1.358924 3285156

5 0.111193 67.73705 1.576880 30.68607

6 0.120702 69.06249 1.772201 29.16531

Cholesky Ordering: LM2 LCPI LPIB
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Periocd S.E. L= LCE LCPI LPIB
1 0.049736 1.439414 6.202788 92 35780 0.000000
(8.34674) (10.8710) (11.9822) (0.00000)

2 0.073741 1.473722 4. 079507 94. 44300 0.003767
(7.293844) (2.86029) 12.8128) (4.43190)

= 0.092628 1.1823652 2.212500 95 49019 0.013662
(7.63609) (9.23222) (12.5203) (+.68320)

4 0.107809 1.670315 2.820595 95 40878 0.100310
(8.41234) (9.55659) (13.6537) (5.27557)

s 0.120235 3. 482217 2. as4084 93 72736 0.206235
10.7241) (2.50292) (15.2529) (5.55506)

= 0.130608 6.620506 2.343242 90.40727 0.628986
(13.2677) (2.41908) (17.3021) (6.11580)

Cholesky Ordering: LM2 LCE LCPI LPIB
Standard Errors: Monte Carlo (100 repetitions)
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Period S.E. LmM2 LCE LCPI LPIB
1 0.049736 47.65638 13.37694 1.626676 37.34000
(18.8851) (12.1753) (5.81172) (13.6655)
2 0.073741 57.83455 14.38131 0.995197 26.78895
(15.8903> (11.2031) (5.49607) (10.7141)
3 0.092638 62.68974 14 56603 0o.s812814 21.92141
(15.9802) (11.8305) (5.85389) (10.3434)
4 0.107809 65. 42265 14.58391 0.718521 19.27492
(16.7446) (12.4011) (6.41320) (10.3299)
L= 0.120235 67.14306 14 56968 0.658354 17.62890
(17.4888) (12.7845) (6.91287) (10.4060)
=] 0.120608 68.31111 14 55260 0.616586 16.51971
(18.0556) (13.0013) (7.39728) (10.5102)

Cholesky Ordering: LM2 LCE LCPI LPIB
Standard Errors: Monte Carlo (100 repetitions)
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(g3 Osee) 3431 2018-2000 5281 I3 JrW g Slolailt o (CE) 3LadW g 81 ayg (1) o3y goekalt

JeW i 2981 iy Sl o 29 A1 a5 CE Ol gind)
CMLT CCT AL SPR SPU
526100 467000 100 291200 701800 993100 2000
565100 513300 200 337900 740300 1078400 2001
638800 628000 300 551000 715500 1266800 2002
606600 773600 300 588500 791400 1380200 2003
706500 828300 100 675400 859300 1534800 2004
856500 923300 100 897300 882400 1779800 2005
989700 915700 1400 1057000 847000 1905400 2006
1179100 1026100 300 1216000 988900 2205200 2007
1426100 1189400 300 1413300 1201900 2615500 2008
1766900 1319700 800 1600600 1485200 3086600 2009
1957100 1311000 800 1806700 1460600 3268100 2010
2363600 1363000 700 1983500 1742400 3726600 2011
2925900 1361700 400 2247000 2040200 4287600 2012
3038792 1425658 450 2187500 2276500 5156300 2013
4895900 1608700 600 3121700 3382300 6504600 2014
5566600 1710600 700 3588300 3688200 7277200 2015
5995700 1914200 600 3957100 3952200 7909900 2016
6582000 2298000 500 4568300 4311300 8880000 2017
7012000 2780800 500 4864800 4927300 9792600 2018

.(/https://[www bank-of-algeria.dzy s ¢l 1 aall

cJrY 8 pmaill g @t CCT eldoalt )5 dgrgall o981 AL ¢ ot plbaill dgrgalt jo 5,81 SPR ¢alalt plbdll dgrgall o581 SPU:e~
Jer ¥ gty dawgall o8 CMLT

(75 Osdbe) 3ugt 2018-2000 5 il S5 sl yol) il o 1(2) o3y kol

M2 | CE | CP1 | PIB |

2000 | 2022534 993100 95.97 4123513.9
2001 2473516 1078400 100 42271131
2002 | 2901532 1266800 101.43 4522773.3
2003 | 3354423 1380200 105.75 5252321.1
2004 | 3738037 1534800 109.95 6149116.7
2005 | 4157585 1779800 111.47 7561984.3
2006 | 4933745 1905400 114.05 8514843.3
2007 | 5994608 2205200 118.24 9366565.9
2008 | 6955968 2615500 123.98 11077139.4
2009 | 7173052 3086600 131.1 10006839.7
2010 | 8280741 3268100 136.23 12034399
o = i 9929188 3726600 142.23 14481007.8
2012 | 11015100 4287600 155.05 16209600
2013 | 11941500 5156300 160.1 16647900
2014 | 13686800 6504600 164.77 17228600

2015 | 13704500 7277200 172.65 16712700
2016 | 13816300 7909900 183.7 17525100
2017 14974600 8880000 193.97 18594100
2018 | 16681704 9792600 202.25 20354984

Eviews10 gzl p Sl sy izl sy Sbhas Jo sl ComUl 3l 0 : el
gyl abdt sl il PIB (%) gt jlel jo30 CPL csladSl 09,8 CE dipuidl USI My: o
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Lyl Jous Slpined (ADF) 8usgll ydor Lt il 1(3) o8y okl

ADF iz

t—Statistic

(*) Significant at the 5%

S At First Difference At Level Loyl e <l ol
Without With With Constant Without With Constant | With Constant
Constant & Constant & Trend Constant & & Trend
Trend Trend
10y -1.20 -2.90 -4.33 7.82 -3.04* -0.93 LM,
Il -1.94 -3.63* -4.13 452 -1.38 -0.99 LPIB
Il 0.07 -3.32* -4.02 10.70 1.75 -1.47 LCPI
Il -0.89 -3.79* -3.36 11.82 0.30 -2.27 LCE

Eviews10 ziby ol o o slze Wl el slie] e 2 gl

oW 2l By wuow (4 (3 golell

VAR Lag Order Selection Criteria
Endogenous variables: LM2 LCPI LPIB
Exogenous variables: C

Date: 02/12/20 Time: 13:49

Sample: 2000 2018

included observations: 17

Lag LoglL LR FPE AlC sC HOQ
o 37.53047 A 3.46e-06 -4.062408 -3.915370 -4.047792
1 106.2857 105.1550" 32.14e-09* -11.09243* -10.50428* -11.03397*
2 113.3494 8.310200

4. 49e-09 -10.86464

-9.835376

-10.76233

* indicates lag order selected by the criterion

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

AlIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

VAR Lag Order Selection Criteria
Endogenous variables: LM2 LCE LCPI LPIB
Exogenous variables: C

Date: 02/12/20 Time: 15:42

Sample: 2000 2018

Included observations: 17

Lag LogL LR FPE AlC sC HOQ
o 6548335 NA 8.49e-09 -7.233336 -7.037286 -7.213848
1 145.8920 113.5181* 4 67e-12 -14.81082 -13.83057* -14.71339
2 162.9135 16.02023 6.22e-12 -14.93100* -13.16655 -14.75561~

* 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

VAR Lag Order Selection Criteria
Endogenous variables: LM2 LCPI LPIB
Exogenous variables: C LCE

Date: 02/12/20 Time: 1549

Sample: 2000 2018

Included observations: 17

Lag LogL LR FPE AIC sSC HQ

o 82.56598 NA 2.47e-08 -9.007762 -8.713687 -8.978530
1 109.1650 37.55158* 3.27¢-09* -11.07824* -10.34305* -11.00516*
2 117.2231 8.532039 4.41¢-09 -10.96742 -9.791117 -10.85049

* indicates lag order selected by the criterion

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

AIC: Akalke Information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Inverse Roots of AR Characterstic FPolynomial Roots of Characteristic Polynomial

s Endogenous variables. LM2 LCPILPIB
Exogenous varnables: C
1.0 Lag specification: 11
Date: 02/12/20 Time: 1352
o.5
Root Modulus
.0 - =
0.954172-0.035021 0.954848
EE 0954172 + 0.0359211 0.954848
A 0232202 0.232202
e . . LI ) ) No root ltes outside the unit circle
-1.5 -1.0 ~O.5 oo o5 1.0 s VAR s fles the cond 1

Inverse Roots of AR Characteristic Polynomial  Raots of Characteristic Polynomial

1.5 - - - Endogenous variables: LM2 LCE LCPILPIB
Exogenous variables: C
1.0 Lag specification: 11
Date: 0212720 Time: 1544
0.5
Root Modulus
0.0 - - - .
0937414 - 0.009902i 0937466
0.5 ] 0.937414 + 0.009902i 0.937466
0351714 0351714
o 0.174348 0174348
Zird . . i No root lies outside the unit circle,
.15 -10 -0s oo o's 10 1.5 VAR satisfies the stabdility condition

Inverse Roots of AR Characteristic Polynomial Roots of Characteristic F’Olyﬂomial
Endogenous variables: LM2 LCPI LPIB
Exogenous variables: C LCE

4.0 Lag specification: 11

Date: 02/12/20 Time: 15:48

1.5

0.5 -
Root Modulus
0.0 - - -
1.229254 1.229254
0.5 0.821812 0.821812
o 0.169027 0.169027

Warning: Atleast one root outside the unit circle.
S e T We s oo os 3o i's VAR does not satisfy the stability condition.
Eviews10 zib; oz e slazeVl &l slas] o bl
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Effect of Cholesky One S.D. (d.f. adjusted) LM2 Innovation on LPIB

FPerioa

————mee Perioa
1 o o0s5541s0
£ 0.055725
P o.0a9707 (0.02158) (0.02133)
- S amane = Sosroes = S ossao
(0.0o==14> 2 o1ss1)
= o os38a4 = 0.0a9236
3 0. 074558 <
(O OSoasy O0.03202> (0.02325)
a o.oss157 - O.0S02137 4 0.046820
(O os=sSS) (0.0=215) (0.0=016)
=2 0. 105417 s o oasS8113 s 0.044507
(O.1z0=1> (0. 0S269) (0.03847)
(=3 O 127105 s 0. 043655 =3 0.042259
(0. 21250)> (0. 06326)> (0.04845)
Cholesky Ordering: L2 Cholesky Ordering: L2 Cholesky Ordering: LM=2
LCPI LPIB LCE LCP1 LPIB LCPI LPIB
Standard Errors: Monte Standarda Errors: Monte Standard Errors: Monte
Tarlo (100 repetitions) CTarto (100 repetitions) Carlo (100 repetitions)

Effect of Cholesky One S.D. (d.f. adjusted) LM2 Innovation on LCPI

= Perioa
Perioa Perioa
1 -0.002742> & 3)%%1399390) El -0.002563
€O 0OGS00D) = —0.00144as (0.00x20)
= -0.00087S (0.0c0=52=) = -0.000887
(0.00S81) = O0.000154 (0O.00438)
= O0.000553 (6 oco04a=9) <3 Oo.o007=2=2
LO OO TSSO a o.001962 (0.00488)
< O.00Z2169 - O.00=2=204
(0.0115S2) £O-0OSoTY (0.00S553)
s o.0o=37s0 = OISO O s o.003552
(0. 01690)> - 00CA 1) (O.co5=27>
s 0.00S550 S O DOS=S1 s 0.004770
(0. 02501) (0.00762> (0. 0c07=22=2>
Cholesky Ordering: LM2 CTheolesky Ordering: L2 Cholesky Ordering: LM2
LCPI LPIB LCE LCPI LFPIB LCPI LPIB
Standard Errors: Monte Standard Errors: Monte Standard Errors: Monte
Carlo (100 repetitions) Carlo (100 repetitions) Carlo (100 repetitions)
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Response of LM2 to LM2

Response to Cholesky One S.D. (&.f adjusted) hnovations =2 SE.

Response of LM2 to LCPI

Respons= of LM2 to LPIS

o5 o5 o=
os | os ] os ]
os os ] oe ]
oz oz ] oz ]
o0 oo oo
e -0z -0z
B = EY = s - = = = s
Response of LCPI to L2 Response of LCPI to LFIS
az az oz
o1 o1 o1
o0 o0 o0
—o1 ) —o1 —o1
B = EY = s 5 B = E} = s =
Response of LEIS to LTSI
ors | ors | o7s |
oso oso | aso |
o=s | o=s o=
000 000 000
—o=s | —o=s | —o=s |
E] = = = s s = = = =
Response to Cholesky One S.D. (d.f adiusted) hnovations =2 SE.
Response of LM2 to LM2 Response of LM2 to LFIB Response of LM2 to LCPI
o5 o5 o5
os | os | os |
oe oz ] oz |
oz oz ] oz ]
o0 o0 o0
oz -oz -0z
1 2 2 S 3 T < 2 s = s < 2 z 3 J < = s < L
Response of LPIS to LM2 Response of LPIS to LPIS Response of LPIS to LTPI
ors o7s |
oso | 050 ]
ozs | azs |
003 000
-azs | -ozs
1 = =2 S 3 = < S s = s = =2 = 3 = < e s = s
Response of LCPI to LIS Response of LCPI to LCFI
az az oz
o1 o1 o1 |
oo 00 o0
-o1 -o1 -o1 < = <
2 = < s
Response to Cholesky One S.D. (d.f adusted) hnovatons =2 SE.
Response of LPIS to LPIS Response of LPIS to LCPI Response of LPIS to LM2
o7s a7s | o7s |
oso 4 050 oS0
e | 25 o2s 4
000 000 000
—-o2s —-02s -02s
1 2 3 4 s B 2 3 4 s
Response of LCPI to LEIB Response of LCPI to LM2
oz oz oz
o1 o1 o1
o0 oo o0
=01 =0 T T T T T s
1 2 3 < s B
Response of LM2 to LCPI
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04 ]
oz
00
-0z
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