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Abstract:

In this work, we presented an applied econometric model to illustrate the effects of both money
supply and imported inflation on domestic inflation in Algeria during the period 1986-2016 using an
ARDL model. The results revealed through the border test that there is a co-integration between the
local inflation rate and the various explanatory variables included in the model together with the
exchange rate. The study concluded that there is a positive relationship between the broad money
supply, imported inflation and domestic inflation in the short and long runs, while we obtained an
indirect relationship between the exchange rate and inflation in the long run, unlike short-run.
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2000-2003 3600714.73 4.65725 2524829.35 19.195 14.5375
2004-2007 4344124.93 3.6555 4644853.91 13.77725 10.1225
2008-2011 4838427.54 2.5575 8114647.67 11.743 9.185
2012-2016 5584501.4 3.3608 12838817.3 6.3408 2.978
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4306346.662 4577852.662 271506 2708788.56 1986-1989
4235937.121 4707614.121 471677 2785570.49 1990-1993
4045409.386 4862211.636 816802.25 2877048.31 1994-1997
3945072.063 5577379.186 1632307.12 3300224.37 1998-2001
3296463.907 6759231.388 3462767.48 3999545.2 2002-2004
1475390.865 7753726.387 6278335.52 4588003.78 2005-2008
-715674.2679 8413765.152 9129439.42 4978559.26 2009-2012
-3703085.572 9591652.337 13294737.9 5675533.93 2013-2016
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27.3 08.757 2.394 6.93 0.345 1986-1989
9.7 23.687 2.296 8.37 0.274 1990-1993
9.5 20.809 1.984 8.03 0.247 1994-1997
31.9 03.040 0.948 3.99 0.238 1998-2001
39.5 02.758 1.090 3.57 0.305 2002-2005
47 04.146 1.950 5.46 0.358 2006-2009
27.4 05.766 1.580 3.74 0.423 2010-2013
21 04.267 0.899 1.9 0.473 2014-2016
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Long Run Coefficients
Variable Coefficient Std. Error t-Statistic Prob.

INFIM 8.694827 3.170196 2742679  0.0125

TCH -0.102210 0.072798  -1.404025 0.1756

MS 0.557385 0.257690 2.163005 0.0428

C -11.305253 10.858895 -1.041105  0.3102
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ARDL Cointegrating And Long Run Form
Dependent Variable: INF

Selected Model: ARDL(2, 0, 1, 2)

Date: 12/29/117 Time: 01:14

Sample: 1986 2016

Included observations: 29

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(NF) 0.219149 0.130846 2.439130 0.0242
D(NFIM) 4.182657 1.361228 3.072709 0.0060
D(TCH) 0.495846 0.138041 3.592011 0.0018
D(MS) 0.206699 0.068883 3.000722 0.0071
D{MS(-1)) -0.148704 D0.070396 -2.112407 0.0474
CointEqg(-1) -0.481051 0.091447 -5.260412 0.0000

Cointeq = INF - (8.6948%INFIM -0.1022*TCH + 0.5574*"MS3 -11.3053)

eviews09 mily Sl jlsis e 15kas] iUl 31us] 0 : jbeaall

LM- TEST ;.25 o 11 Jguedt

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.326552 Prob.F(1,19) 05744
Obs*R-squared 0.490000 Prob. Chi-Square(1) 0.4839
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