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Abstract

This study aimed to determine the impact of the inflation targeting policy on
reducing output volatility in Algeria by analyzing the nature of the relationship
between the evolution of inflation and the gap of GDP growth in Algeria in addition to
measuring this impact through a standard study using the ARDL model during the
period 1980-2017. We found that the Bank of Algeria considered 2011 as the first
year to manage its monetary policy with an inflation targeting policy at a target
inflation rate of 4% without fulfilling most of the basic requirements for implementing
this policy, and it has not succeeded in reducing inflation rates after it is adopted
Inflation policy. The standard study showed that there is a negative and significant
effect of the inflation rate on the output gap in the short and long term.
Keywords: Inflation Rate; Inflation Targeting; Gross Domestic Product;
Output Volatility; ARDL Model.
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Dependent Variable: PIB
Method: Least Squares
Date: 12128118 Time: 23:35
Sample: 1980 2017
Included observations: 38

Variable Coefficient  3td. Error  t-Statistic Prob.
C 5842264 35719163 16.62018  0.0000
@TREND 3385738 0163452 2053045  0.0000
R-squared 0921311 Wean dependentvar 120.5038
Adjusted R-squared 0919126 35.0. dependentvar 33.85245
5.E. of regression 11.04302  Akaike info criterion 1.693757
Sum squared resid 4394914 Schwarz criterion 1.779946
Log likelinood -144.1814  Hannan-Quinn criter. 7724423
F-statistic 4214994 Durbin-Watson stat 0.055632
Prob{F-statistic) 0.000000
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UNIT ROOT TEST TABLE (PF)

At Level
PIBCT INF
With Cons... t-Statistic -0.9920 -1.9426
Prob. 0.7461 0.3100
ni no
With Cons... t-Statistic -0.4465 -2.2179
Prob. 0.9818 0.4662
ni no
Without C...  t-Statistic -0.9992 -1.3609
Prob. 0.2793 0.1580
ni no
At First Difference

d(FIBCT) d(INF)

With Cons... t-Statistic  -3.1204 -5.5321
Prob. 0.0295 0.0001

With Cons... t-Statistic  -3.7386 -5.4667
Prob. 0.0322 0.0004

Without C...  t-Statistic -3.2119 -5.6174
Prob. 0.0021 0.0000

I sk

UNIT ROOT TEST TABLE (ADF)

At Level

PIBCT INF
With Cons... t-Statistic  -1.6489 -1.8299
Prob. 0.4477 0.3607

ni nd
With Cons... t-Statistic  -0.0643 -2.0884
Prob. 0.9937 0.5350

ni nd
Without C...  t-Statistic  -1.5697 -1.3093
Prob. 0.1082 0.1726

ni nd

At First Difference

d(PIBCT) d(INF)
With Cons... tStatistic  -3.1383 -5.5367

Prob. 0.0325  0.0000
With Cons... tStatistic  -3.7605  -5.4510
Prob. 0.0308  0.0004
Without C...  tStatistic  -31718  -5.6065
Prob. 0.0023  0.0000

Motes: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1%. and (no) Mot Significant
*MacKinnon (1996) one-sided p-values.
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Akaike Information Criteria
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ARDL Error Correction Regression
Dependent Variable: D(FIBCT)
Selected Model: ARDL(Z, 1)
Case 2! Restricted Constant and Mo Trend
Date: 12/29/M118 Time: 17:32
Sample: 1980 2017
Included observations: 36
ECM Regression
Case 2 Restricted Constant and Mo Trend
Wariable Coefiicient Std. Error t-Statistic Prob.
D(PIBCT(-1)) 0.354363 0.152845 23184581 0.0272
DIMFY -0.036172 0.020632 -1.753248 0.0891
CointEg(-1)* -0.047509 0.017999 -2.6451320 0.0127
R-squared 0.491071 Mean dependentwvar 0173668
Adjusted R-squared 0456591 S.D. dependent var 2 628618
S.E. of rearession 2041895 Akaike info criterion 4 345289
Sum sgquared resid 137.5881 Schwarz criterion 4 477249
Log likelihood -75.21521 Hannan-2uinn criter. 4.391347
Curbin-YWatson stat 2.098066
* pvalue incompatible with t-Bounds distribution.
F-Bounds Test Mull Hypothesis: Mo levels relationship
Test Statistic Value Signif. {0} (1)
F-statistic 4190890 10% 3.02 3.51
k 1 5% 3.62 416
2 5% 418 479
1%6 4 94 558
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ARDL Long Run Form and Bounds Test
Dependent Variable: D{FIBCT)

Selected Model: ARDL{Z, 1)

Case 2! Restricted Constant and Mo Trend
Date: 12/29/M18 Time: 16:58

Sample: 1980 2017

Included observations: 36

Conditional Error Correction Regression

Variable Coefficient Std. Errar t-Statistic Prob.
Lo 1.090795 0.542218 1.598487 00994
PIBCT(-1)* -0.047609 0.024958 -1.261990 018320
IMNF{-1) 0126900 0056313 -2 253470 00314
CHPIBCT-1)) 0.354363 0. 175958 2012906 o.0528
CHIMFY -0.036172 0021145 -1. 710587 0. 1001

* p-value incompatible with t-Bounds distribution.

Levels Equation
Case 2 Restricted Constant and Mo Trend

Variable Coeflicient Std. Error t-Statistic Prob.
IMNF -2 6654565 1141750 -2.334628 0.02832
Lo 22.91149 12.40019 1.847672 00770

EC = PIBCT - (-2.6655*IMNF + 229115 )

F-Bounds Test Mull Hypothesis: Mo levels relationship
Test Statistic Value Signif 1{OYy {1y
Asymptotic: n=1000
F-statistic 4190890 10%0 3.02 3.51
k 1 5% 362 4 16
2.5%% 4.18 4.79
1% 4.94 5.58
Actual Sample Size 36 Finite Sample: n=40
10% 3.21 373
5% 3.937 4.523
1% 5.593 5.333
Finite Sample: n=35
10% 3.223 3757
5% 3.957 4. 53
1% 5763 6. 48
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.546756 Prob. F(2,29) 0.5847
Obs*R-squared 1.308138 Prob. Chi-Square(2) 0.5199
Test Equation:
Dependent Variable: RESID
Method: ARDL
Date: 12/20M8 Time: 01:11
Sample: 1982 2017
Included observations: 26
Presample missing value lagged residuals setto zero.
Variable Coefficient Std. Error t-Statistic Prob.
FIBCT(-1) 0417121 0.490897 0.849711 0.4024
FIBCT(-2) -0.402848 0473770 -0.850302 0.4021
IMNF -0.009439 0.082224 -0.114793 0.9094
IMNF{-1) 0.080813 0116268 0.695058 04926
c -0.649970 0.932645 -0.696911 0.4914
RESID(-1) -0.502974 0.539527 -0.932249 0.35889
RESID(-2) -0.017363 0.225554 -0.076979 0.9392
R-squared 0036337 Mean dependent var 1.04E-15
Adjusted R-squared -0.163041 S.D. dependentvar 1.982697
S.E. of regression 2138228 Akaike info criterion 4. 520498
Sum squared resid 132.5886 Schwarz criterion 4.838404
Log likelihood -74.54896 Hannan-Quinn criter. 4 BITOES
F-statistic 0182252 Durbin-Watson stat 1.922078
FProb(F-statistic) 0.979486
Sarar: Ruriduals
& Sample 1982 2017
Observations 36
5
Wean 10413
4 Vefan QTS
3 Maimum 3253267
Minimuem  -3.602200
) SdDev. 1982687
Semmess 0112440
1 fotsis 1639518
0 I I I faque-Bes 2B52234
4 10 T3 a0
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Heteroskedasticity Test White

F-statistic 1457573 Prob. F(14,21) 02115
Obs*R-squared 1774178 Prob. Chi-Square(14) 02188
Scaled explained 35 4 206672 Prob. Chi-Square(14) 0.9941
Test Equation:
Dependent Variable: RESID"2
Method: Least Squares
Date: 12/20M18 Time: 01:09
Sample: 1882 2017
Included observations: 36
Variable Coefficient Std. Error t-Statistic Prob.
C 6.012754 2979822 2017823 0.0566
PIBCT{-1)y2 -0.000609 0118747 -0.005129 0.9960
PIBCT{-1PIBCT(-2) -0.046696 0224079 -0.208392 0.8369
PIBCT{-1)*IMNF 0222422 0106885 2080944 0.0499
PIBCT{-1)*IMNF{-1) -0.308401 0.097645 -3.158379 0.0047
PIBCT-1) 0227982 0.680147 0.3351485 07408
PIBCT{-2)*2 0.048839 0106891 0.456905 0.6524
PIBCT{-2)*IMNF -0.222086 0.110600 -2.008012 0.0577
PIBCT{-2)*IMNF(-1) 0.289930 0.090660 3.1979497 0.0043
PIBCT(-2) -0.037279 0.722976 -0.051563 0.9594
IMNF~2 0.066681 0.041933 1.590183 01267
IMF*IMF(-1) -0.093176 0.054182 -1.719680 01002
IMNF -0.441081 0526611 -0.837584 04117
INF{-1)"2 0.039129 0.031953 1224576 02343
IMF{-1) -0.244906 0.439831 -0.556820 05835
R-squared 0.492827 Mean dependentwvar 3.821882
Adjusted R-squared 0.154712 S.D. dependentvar 3.099718
S.E. of regression 2849866 Akaike info criterion R.Z226T758
Sum squared resid 170.5565 Schwarz criterion 5886557
Log likelihood -79.08164 Hannan-Guinn criter. 5457046
F-statistic 1457573 Durbin-\Watson stat 2212273
Prob(F-statistic) 0.211505
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Ramsey RESET Test
Equation: UNTITLED

Specification: PIBCT PIBCT(-1) PIBCT{-2) INF INF(-1) C
Omitted Variables: Squares of fitted values

Value df Probability
t-statistic 0.895168 30 03778
F-statistic 0.801326 (1, 20) 03778
F-test summary:

Sum of Sa. df Mean Sguares

Test 3SR 3.579486 1 3.579486
Restricted S8R 137.5881 3 4. 438326
Unrestricted SSR 134.0086 30 4. 466954

Unrestricted Test Equation:

Dependent Variable: PIBCT

Method: ARDL

Date: 12/30M18 Time: 01:04

Sample: 1982 2017

Included abservations: 36

Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automaticl:

Fixed regressors. C

Variable Coefficient Std. Error t-Statistic Prob.*
FIBCT(-1) 1.326119 0176750 T.502783 0.0000
PIBCT{-2) -0.345618 0AAYE795 -1.954909 0.0600

INF -0.031823 0.080153 -0.397034 0.6942

IMF(-1) -0.111158 0.079387 -1.400218 0717

C 0.931410 0.668436 1.293415 0737

FITTED"Z2 0.003365 0.003759 0.895168 03778
R-squared 0967625 Mean dependentvar -3 966162
Adjusted R-squared 08962229 3D dependentwvar 1087494
S.E. ofregression 2113517 Akaike info criterion 4 435596
Sum squared resid 134.0086 Schwarz criterion 4 749516
Log likelihood -74. 74072 Hannan-CQuinn criter. 4 577711
F-statistic 1793276 Durbin-Watson stat 2059207

Prob(F-statistic) 0.000000

*Mote: pvalues and any subsequent tests do not account for model
selection.
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