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The economic impact of monetary policy on monetary stability in Algeria  
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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.  

JEL Classification Cods : C22, E59, E58, E52, E51, E50 

 

 

 
  
 

 



 
 

3 

ARDL

  
  
 ARDL 

 

 
 



 

4 

 
 

 
 (Cioran, 2014)

 
 (Khataybeh & Al-Tarawneh, 2016)

VAR

 
 ( Rivel & Yirong, 2020)

%
 



 
 

5 

 

    

o 

 
o 

 
o 

 

        

 
        



 

6 

        

 

 
 

 
 

 
        

 

 
 

      
 

 

 
 

 
 

 

        



 
 

7 

        
M1M2

) (

 

o 

 
o 

 
o )(

 



 

8 

 

 
 

 
 

 
 

 

 
Y

Y

M

M
B







B
M

M

Y

Y

B

B

B

ARDL
 

ARDLM2
IREXR 

B



 
 

9 

ARDL

ARDL 
ARDL 

( Pesaran, Shin, & Smit, 2001)
Autoregressive model Distributed Lag 

modelOLS
I(0)I(1)I(2)

(Emeka & Aham , 2016, p. 64)
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UNIT ROOT TEST TABLE (ADF) 
At Level 

  LB LM2 LIR LEXR 

With Constant 
t-Statistic -1.8937 -0.1259 -4.5398 -6.3254 

Prob.  0.3291  0.9373  0.0012  0.0000 

With Constant & Trend 
t-Statistic -9.5029 -3.1892 -5.2136 -5.6546 

Prob.  0.0000  0.1062  0.0012  0.0004 

Without Constant & Trend 
t-Statistic -0.8532  1.2736  0.4148  2.2550 

Prob.  0.3354  0.9448  0.7959  0.9926 
At First Difference 

  d(LB) d(LM2) d(LIR) d(LEXR) 

With Constant 
t-Statistic -6.0227 -5.4316 -12.0147 -6.1365 

Prob.  0.0001  0.0001  0.0000  0.0000 

With Constant & Trend 
t-Statistic -4.1628 -3.6846 -11.0525 -5.9906 

Prob.  0.0170  0.0410  0.0000  0.0002 

Without Constant & Trend 
t-Statistic -6.7912 -4.8228 -12.3959 -5.7339 

Prob.  0.0000  0.0000  0.0000  0.0000 
UNIT ROOT TEST TABLE (PP) 

At Level 
  LB LM2 LIR LEXR 

With Constant 
t-Statistic -4.6027 -0.2675 -4.5137 -5.9405 

Prob.  0.0010  0.9182  0.0013  0.0000 

With Constant & Trend 
t-Statistic -5.3528 -3.1472 -5.2206 -5.2962 

Prob.  0.0008  0.1148  0.0011  0.0009 

Without Constant & Trend 
t-Statistic -4.2170  1.0978 -1.2022  1.4975 

Prob.  0.0001  0.9251  0.2045  0.9635 
At First Difference 

  d(LB) d(LM2) d(LIR) d(LEXR) 

With Constant 
t-Statistic -12.0899 -5.4150 -12.2360 -6.1365 

Prob.  0.0000  0.0001  0.0000  0.0000 

With Constant & Trend 
t-Statistic -13.4965 -5.1546 -13.3710 -5.9906 

Prob.  0.0000  0.0014  0.0000  0.0002 

Without Constant & Trend 
t-Statistic -11.7962 -4.7938 -11.6802 -5.7339 

Prob.  0.0000  0.0000  0.0000  0.0000 
Eviews10
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CI~(1)ADF
CI~(1)PP

 CI~(0) %
 bounds test ARDL

CI~(2)
ARDL

(bounds test)    
ARDL(p,q1,q2,q3)(Akaike criteria)Eviews10
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Pesaran

( Pesaran, 
Shin, & Smit, 2001, p. 300)02

F=74.42

ARDL

ARDL(1,1,1,1) 03 
ARDL(1.1.0.1.1)
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Diagnostic tests 

Breusch-Godfrey Serial Correlation LM Test

LM Test
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 

10  

Eviews10

LM

 Breusch-Pagan-GodfreyARCH

Heteroskedasticity Test: Breusch-Pagan-Godfrey 
F-statistic 1.335786     Prob. F( ,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
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Jarque-Bera

 Jarque-Bera 
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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
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Jarque-Bera5.77790.0556

Regression error speciation test
 Ramsey- RESET

06
06Ramsey- RESET

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
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ARDL-ECM 

ARDL

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 -8.687861 0.0000 
CointEq(-1)* -0.873551 0.041503 -21.04810 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. 37 
C -1.480222 0.210674 -7.026119 0.0000 

10 
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B IR EXR M2 GDP  
-0.36761 -17.09 8.96 38.28181 555.8
-0.93212 -29.77 18.47 22.48349 844.5  
-0.19271 -11.42 21.84 23.62189 1050  
0.023241 -4.95 23.35 26.87054 1170 
-0.50551 -13.75 35.06 20.63645 1490 

-0.52262 -7.9 47.66 16.77637 1990 

-0.29521 -4.05 54.75 16.71339 2570 

0.039501 8.14 57.71 18.74056 2780.2 

0.42852 15.1 58.74 27.11033 2830.5 

-0.1532 -0.09 66.57 26.87922 3240 

-0.2729 -10.33 75.26 26.87351 4123.5 

0.166825 10.02 77.22 32.03186 4227.1 

0.066865 7.17 79.68 36.41441 4522.8 

0.010587 -0.2 77.39 42.63471 5247.5 
0.01388 -3.78 72.06 50.57452 6151.9 
-0.13211 -7 73.36 55.48528 7562 
0.071783 -2.31 72.64 66.45925 8514.8 
0.200418 1.51 69.36 86.42734 9366.6 
0.062271 -6.34 64.58 107.7114 11090 
0.018474 21.56 72.65 98.80385 9968 
-0.09243 -6.99 74.39 109.7298 11991.6 
0.029213 -8.65 72.94 136.1283 14526.2 
-0.06586 0.5 77.54 142.057 16115.5 
0.026325 8.1 79.37 150.4536 16643.8 
0.093807 8.33 80.58 169.8536 17228.6 
-0.16874 15.45 100.69 136.1059 16712.7 
-0.12043 6.35 109.44 126.2454 17514.6 
0.007258 3.15 110.97 134.9428 18594.1 
-0.02837 0.41 116.59 142.6941 20189.6 

-0.02952  119.35 139.1797 20288.31 
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