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The economic impact of monetary policy on monetary stability in Algeria
An econometric study for the period 1990-2019
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Abstract :

Monetary policy is concerned with monetary variables and their effects on various aspects of
society, and this research paper has attempted to highlight the economic impact of monetary policy
tools represented in the size of the monetary mass, interest rate and exchange rate on monetary
stability in Algeria during the period 1990-2019, using the ARDL model The study reached several
results, the most important of which is the existence of a long-term relationship between monetary
policy tools and the monetary stability coefficient in Algeria, and the study found a positive
relationship between interest rates, the monetary mass and the monetary stability coefficient, and also
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the existence of an inverse relationship between exchange rates and this monetary stability coefficient
in the short and long terms.

Keywords: Monetary policy; monetary stability coefficient; Co-integration; ARDL model; Algerian
economy.
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UNIT ROOT TEST TABLE (ADF)
At Level
LB LM2 LIR LEXR
. t-Statistic | -1.8937 -0.1259 -4.5398 -6.3254
With Constant
Prob. 0.3291 0.9373 0.0012 0.0000
) t-Statistic | -9.5029 -3.1892 -5.2136 -5.6546
With Constant & Trend
Prob. 0.0000 0.1062 0.0012 0.0004
] t-Statistic | -0.8532 1.2736 0.4148 2.2550
Without Constant & Trend
Prob. 0.3354 0.9448 0.7959 0.9926
At First Difference
d(LB) d(LM2) d(LIR) d(LEXR)
. t-Statistic | -6.0227 -5.4316 -12.0147 -6.1365
With Constant
Prob. 0.0001 0.0001 0.0000 0.0000
] t-Statistic | -4.1628 -3.6846 -11.0525 -5.9906
With Constant & Trend
Prob. 0.0170 0.0410 0.0000 0.0002
. t-Statistic | -6.7912 -4.8228 -12.3959 -5.7339
Without Constant & Trend
Prob. 0.0000 0.0000 0.0000 0.0000
UNIT ROOT TEST TABLE (PP)
At Level
LB LM2 LIR LEXR
. t-Statistic | -4.6027 -0.2675 -4.5137 -5.9405
With Constant
Prob. 0.0010 0.9182 0.0013 0.0000
) t-Statistic | -5.3528 -3.1472 -5.2206 -5.2962
With Constant & Trend
Prob. 0.0008 0.1148 0.0011 0.0009
) t-Statistic | -4.2170 1.0978 -1.2022 1.4975
Without Constant & Trend
Prob. 0.0001 0.9251 0.2045 0.9635
At First Difference
d(LB) d(LM2) d(LIR) d(LEXR)
. t-Statistic | -12.0899 -5.4150 -12.2360 -6.1365
With Constant
Prob. 0.0000 0.0001 0.0000 0.0000
] t-Statistic | -13.4965 -5.1546 -13.3710 -5.9906
With Constant & Trend
Prob. 0.0000 0.0014 0.0000 0.0002
] t-Statistic | -11.7962 -4.7938 -11.6802 -5.7339
Without Constant & Trend
Prob. 0.0000 0.0000 0.0000 0.0000
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ARDL 34 pui5 —4-3
syt adn 3 e il ) e S aie S B 35 gs e edlldl 080 0 aSTW ey
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Dependaent Variable: LB

Meaethod ARDL

Date: O5/30/721 Time: 15.26

Sample (adjustaed) 1991 2019

Included obsearvations: 29 aNer agustmeants
Maximum dependent lags: 1 (Automatic selection)
Model selaction method: Akalke info critarion (AlC)
Dynamic regressors (1 1lag, sautomatic) LM2Z2 LIR LEXR
Fixed regressors: C

NumBbaer of models avalulatea: 8

Selected Model. ARDL(T, 1, 1, 1)

Varianle Coefficient Std. Error t-Statistic Proo.*
LEB(-1) 0126449 0054462 2321782 00304
LMz 1.002710 0.185836 5.395684 0.0000
LmMma2c-1) 0.9590902 o.178091 5.385413 0.0000
LIR 0451530 Oo11a7s IS 01274 00000
LIRC¢-1) -0.02170008 0022719 -2.a4788aa c.ozZ19
LEXR 0.584504 0.285519 2.047163 0.0534
LEXR(-1) 0.515476 0.265929 1938402 00661
L -1.2930a4a9 0.20a47a48 5. 333890 0.0000
R-squaraa Q997379 Mean dependeaent var -0.292822
Adijusted R-squared 0.996505 S D dependaent var 0.8665024
S E ofregression 0051199 Akalke Info criterion -2. 877225
Sum sqquared resid 0.0550a9 Schwarz criterion -2 500040
Log likalithood 49. 71977 Hannan Quinn criter 2759096
F-statistic 1141 . 457 Durbin-Watson stat 1. 713703

Froo(F-=tatisthc) 0.000000

EVIeWs10 = ; ol 2 o sloseVL ol shae] e 2yl
tek b ot (Se 03 135 Jpadd mils JS e

Bdad) Zwldl ool ofgﬂ  0.9965 roeall gl Lol 103 D a5 0l il 5l sl
Ad o] S L 25 %099.65 1oz i ) aaN) Bl s coslazad 3 g0l (3 Byl
0.01 o 81 52, 0.0000 (s 5tus g8 o Jboxmle 114145 ol i Lol IV (o0 23 ol 2SI & gl —
.L;La}iJﬁbJﬁcérj\Ofé&ﬁ@\l&@\@@jiﬂu}ﬁéwu

Al da18 Ly 5l Bl e a5 &Y e sLuae¥I LSE Y Bms oy DWELTT st a5 —
Bl s gy e pr aSTH (6 2 ol Lt Jlosmzal g &l (s (DW Lot plaszad by s el s e alalld
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Diagnostic tests iaswiadt ot jlesy —5-3

LoV e e gast pdoias Bsbas Yy Lol (SLad) e ol g aall 25 pud) Aeidle e aSTHN Y
Pk L s adlasyl

Sy v G DLV Ui e 1Y iz bt g ks BLIg 2 g pus sl —1-5-3
s ¢4, Breusch-Godfrey Serial Correlation LM Test Lo clscad o jadll =350
04 15, Jsibl (3 i pn LoV s il 3l 31y o edad 313 DL 5y pis o i gaall sz 5
P LS

LM Test 35 st bls i juest ad 1 (04 g

Breusch-Godfrey Serial Correlation LM Test:
F-statistic 0.505278 Prob. F(1,20) 0.4854
Obs*R-squared 0.714599 | Prob. Chi-Square(1) 0.3979

Eviews10 zt ; ol = dl; sleze WU iUl shis] a1 gubaal)
ST 525 0.3979 Gl e Sl 0.7145 5uls LM astasy of odlel Jpadd o oo cn
ol 3 el By cu 15 A5 ) 3 g g pder YTy gl s i) 2b s pde e 8 0,05
o el sl ol S5 gl By s o e ST Y 1 Bt als oyl —2-5-3
25 e ARCH ety Breusch-Pagan-Godfrey (s let Jlasals ¢ jiy cglaxY) o LoVl
(VS 05 15, Skt (3 e o iladl ¢ Bl ol LS e Lo NI OIST eyl 254

Sl o ol Ol il (05 g

Heteroskedasticity Test: Breusch-Pagan-Godfrey
F-statistic 1.335786 Prob. F(7,21) 0.2829
Obs*R-squared 8.934436 Prob. Chi-Square(7) 0.2574
Scaled explained SS 8.055959 Prob. Chi-Square(7) 0.3277
Heteroskedasticity Test: ARCH
F-statistic 0.000634 Prob. F(1,26) 0.9801
Obs*R-squared 0.000683 Prob. Chi-Square(1) 0.9791

EVIeWs10 = ; ol 2 o sloseVL ol shae] e 2 ol
oY et Llam U L Jleam V1 Of SIS J1pd by S oSlel Jpadl ol Dl 0 it
K 0.05 o0 ST 8y w8 Je 09791, 0.2574 s, ARCH, Breusch-Pagan-Godfrey

005 & yine 5y e lny Bogaall Boo 2 58 om
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t e LS 02 43, el @ ez se Las 1 s ils Jarque-Bera et Sl

b sl Jarque-Bera et gt 1(02) Sl

—]

.15 -0.10

-0.05

0.00

0.05

Series: Residuals
Sample 1991 2019
Observations 29

Mean -1.06e-16
Median -0.003928
Maximum 0.074145
Minimum -0.138736
Std. Dev. 0.044340
Skewness -0.823236
Kurtosis 4.439042
Jarque-Bera 5.777902
Probability 0.055635

EViews10 xab ; o5 o staasVl ol slis] o @ ool

0.0956 (s sty 38 1+ Jla=bs 57779 (s 55 Jarque-Bera astas| of oohel [ Kall (S 0 o

sl m a5 el B OF e a8 o) Be gl Bl 58 om0 (0,05 e ST

J~Y :Regression error speciation test z3sed Jiudi JKah s jlest —4-5-3

=5 iy Ramsey- RESET jLastt tilesa¥ an jazll 23 50 (3 paseandl Gl (S8l 2aidle se s

1AV 06 23, Jsakh @ e o L V1 i il cpasaadl (Sl dms o o piall a3
Ramsey- RESET =t gits :(06)d 53!

Ramsey RESET Test
Equation: UNTITLED

Specification: LB LB(-1) LM2 LM2(-1) LIR LIR(-1) LEXR LEXR(-1) C

Omitted Variables: Squares of fitted values

Value df Probability
t-statistic 1.124222 20 0.2742
F-statistic 1.263875 (1, 20) 0.2742

EVIeWs10 = ; ol 2 o sloseVL ol shae] e 2yl

0.2742 — juz 31 Jbol 12638 il i wilam) 108 OF oDl Jpadd oils IO 0 cn

al) 23 el (3 el Ll S Bear Y1y e paald Bes i g8 o 8 0.05 e ST s

235 Sldal ISz Y) st (Y sl 3 gedh Cledal JSKA1 1 et jlest =5-5-3

I e 5y sl s 3 e ) e SO ol s T 5 pde oo il an padlly |kl =Y 3l
et (CCUSUMSQ 35 bt 15l ol L o813 ¢ 5oty CUSUM . 31,00 o511 ¢ podl (5 Lax)
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B e e B B e A -15

T T T T T _ T T T T T T T T T T T T T T T
00 02 04 06 08 10 12 14 16 18 00 02 04 06 08 10 12 14 16 18

—— CUSUM of Squares ———-- 5% Significance ‘ ‘ —— CUSUM . 5% Significance

EVIeWs10 = ; ol 2 o sloseVL ol shae] e 2yl
G ol Caan =500l OF om0 23l bl ISa il s oy oBlel Sl s O 0
v T B iR TRAE W PR IRV RCEE PU-S
iUl or Jpie ARDL(L,1,1,1) 008l 25 0 OF J580 oS8 famnds O jlasl 0 ow b S Y 0 O
il 4z Ste 085 W dwlall SLal) e Jl y dilasY)
S 8y ARDL-ECM U o 7368 gk il —6-3
o S ey b ST il JEaY Pl Gn (=Y 2hb L5 BV sy waldl il s
oVl b B s s OF e Wit O paneST Dl aal) S Jiee s B S e
tk WS 07 3, Jpadd 3 i 50 ARDL dmgie 385 Y18 5028 13011
Jr 8 el 5 Al g B il it (07 g
ARDL Error Correction Regression
Dependent Variable: D(LB)

Selected Model: ARDL(1, 1, 1, 1)
Sample: 1990 2019

ECM Regression

Variable Coefficient | Std. Error | t-Statistic Prob.
D(LM2) 1.002710 0.066158 15.15622 0.0000
D(LIR) 0.451530 0.006441 70.10537 0.0000

D(LEXR) -0.584504 | 0.067278 | _ggg7861 | 0.0000

CointEq(-1)* -0.873551 | 0.041503 | _p1 04810 | 0.0000

R-squared 0.998515 Mean dependent var 0.015958

Adjusted R-squared 0.998337 S.D. dependent var 1.150752
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S.E. of regression 0.046925 Akaike info criterion -3.153087

Sum squared resid 0.055049 Schwarz criterion -2.964495
Log likelihood 49.71977 Hannan-Quinn criter. -3.094023
Durbin-Watson stat 1.713703
Levels Equation
Variable Coefficient | Std. Error | t-Statistic Prob.
LM2 0.049932 0.021822 2.288183 0.0326
LIR 0.424159 0.021053 20.14729 0.0000
LEXR -0.079017 0.053394 -1.479902 0.0437
C -1.480222 | 0.210674 | -7.026119 0.0000

EViews10 xab ; o5 o slasVl ol slis] o 0 ool
I ) Y18 el BV i s s
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B IR EXR M2 GDP Sty
-0.36761 -17.09 8.96 38.28181 555.8 1990
-0.93212 -29.77 18.47 22.48349 844.5 1991
-0.19271 -11.42 21.84 23.62189 1050 1992
0.023241 -4.95 23.35 26.87054 1170 1993
-0.50551 -13.75 35.06 20.63645 1490 1994
-0.52262 -7.9 47.66 16.77637 1990 1995
-0.29521 -4.05 54.75 16.71339 2570 1996
0.039501 8.14 57.71 18.74056 2780.2 1997
0.42852 15.1 58.74 27.11033 2830.5 1998

-0.1532 -0.09 66.57 26.87922 3240 1999
-0.2729 -10.33 75.26 26.87351 4123.5 2000
0.166825 10.02 77.22 32.03186 4227.1 2001
0.066865 7.17 79.68 36.41441 4522.8 2002
0.010587 -0.2 77.39 42.63471 5247.5 2003
0.01388 -3.78 72.06 50.57452 6151.9 2004
-0.13211 -7 73.36 55.48528 7562 2005
0.071783 -2.31 72.64 66.45925 8514.8 2006
0.200418 1.51 69.36 86.42734 9366.6 2007
0.062271 -6.34 64.58 107.7114 11090 2008
0.018474 21.56 72.65 98.80385 9968 2009
-0.09243 -6.99 74.39 109.7298 11991.6 2010
0.029213 -8.65 72.94 136.1283 14526.2 2011
-0.06586 0.5 77.54 142.057 16115.5 2012
0.026325 8.1 79.37 150.4536 16643.8 2013
0.093807 8.33 80.58 169.8536 17228.6 2014
-0.16874 15.45 100.69 136.1059 16712.7 2015
-0.12043 6.35 109.44 126.2454 17514.6 2016
0.007258 3.15 110.97 134.9428 18594.1 2017
-0.02837 0.41 116.59 142.6941 20189.6 2018
-0.02952 8.71 119.35 139.1797 20288.31 2019
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