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The impact of monetary shocks on the real economy in Algeria using the SVAR
model (the period between 1990 and 2019)
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Abstract:

This study aims to measure the effects of monetary shocks on the real economy sector, through
the endogenous variables (the money supply, the volume of loans directed to the economy),and the
exogenous variables( The exchange rate) that has an impact on the transmission of monetary shocks,
using SVAR model, and annual data from 1990 to 2019.We found that the response of the real
economy variables to monetary shocks was significant, as they affect real economic activity, and
prices, through a mechanical relationship that begins with its impact on the monetary mass and then on
the channels of monetary policy, and return to equilibrium in the short term, This corresponds to the
economic theory of the neutrality of monetary policy in the long term. Moreover, the response of the
exchange rate channel to shocks in the long run is therefore consider an effective tool for monetary
policy in Algeria.

Keywords: Monetary policy, monetary policy shocks, Real economy, SVAR.
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Covariance Analysis: Ordinary Date: 10/02/21 Time: 17:33
Sample: 1990 2018 Included observations: 26
Balanced sample (listwise missing value deletion)
Correlation
Probability, LCPI LEXR LGDP LM2| LPCREDIT
LCPI 1.000000
LEXR -0.509699 1.000000
0.007§ = -----
LGDP -0.318247 0.372406 1.000000
0.1131 0.0610 -----
LM2 -0.045757 -0.283890 -0.025403 1.000000
0.8243 0.1599 0.9020  ---—--
LPCREDIT 0.029369 -0.051227 -0.357621 -0.414757 1.000000
0.8868 0.8037 0.0729 0.035y  -----
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Date: 10/02/21 Time: 18:30 Pairwise Granger Causality Tests
Lags: 1 Sample: 1990 2019
Null Hypothesis: Obs  F-Statistic Prob.

LEXR does not Granger Cause LCPI 29 7.30886 0.0119
LCPI does not Granger Cause LEXR 8.0E-07 0.9993
LGDP does not Granger Cause LCPI 24 0.06615 0.7995
LCPI does not Granger Cause LGDP 0.49747 0.4884]
LM2 does not Granger Cause LCPI 28 0.10068 0.0251
LCPI does not Granger Cause LM2 0.10156 0.0062
LPCREDIT does not Granger Cause LCPI 29 1.32712 0.2598
LCPI does not Granger Cause LPCREDIT 7.94866 0.0091
LGDP does not Granger Cause LEXR 24 0.08599 0.7722
LEXR does not Granger Cause LGDP 2.50231 0.1286
LM2 does not Granger Cause LEXR 28 4.89772 0.0362
LEXR does not Granger Cause LM2 0.61543 0.4401
LPCREDIT does not Granger Cause LEXR 29 1.55506 0.2235
LEXR does not Granger Cause LPCREDIT 9.42560 0.0050
LM2 does not Granger Cause LGDP 23 1.61140 0.2189
LGDP does not Granger Cause LM2 0.19636 0.0345
LPCREDIT does not Granger Cause LGDP 24 2.50045 0.1288
LGDP does not Granger Cause LPCREDIT 0.52927 0.4749
LPCREDIT does not Granger Cause LM2 28 0.13268 0.7187,
LM2 does not Granger Cause LPCREDIT 1.55993 0.2232
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VAR Lag Order Selection Criteria
Endogenous variables: LGDP LCPI LM2 LEXR

LPCREDIT
Exogenous variables: C
Date: 10/02/21 Time: 19:05
Sample: 1990 2019
Included observations: 22
Lag LogL LR FPE AlC SC

0 -62.88079 NA 0.000329 6.170981 6.418945 6.22939%4
1 -0.472593 90.77556* 1.18e-05* 2.770236* 4.258021* 3.120713*
2 23.62290 24.09550 1.95e-05 2.852463 5.580070  3.495005

* 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
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VAR Residual Portmanteau Tests for Autocorrelations
Null Hypothesis: No residual autocorrelations up to lag h

Sample: 1990 Date: 10/02/21 Time: 19:16
2019

Included observations: 23
Lags Q-Stat Prob.* Adj Q-Stat  Prob.* Df
1  14.92880 -— 15.60738 - -—
2 4473022 0.0090 48.24703 0.0035 25

*Test is valid only for lags larger than the VAR lag order.

df is degrees of freedom for (approximate) chi-square distribution
VAR Residual Heteroskedasticity Tests (Levels and Squares)
Date: 10/02/21 Time: 19:18

Included observations: 23 Sample: 1990 2019
Joint test:

Chi-sq df Prob.
163.2305 150 0.2175

VAR Residual Heteroskedasticity|

Date: 10/02/21 Time: Tests (Includes Cross Terms)

19:20

Included observations: 23 Sample: 1990 2019
Joint test:

Chi-sq df Prob.

316.4059 300 0.2467

Orthogonalization: Cholesky

VAR Residual Normality Tests (Lutkepohl)
Date: 10/04/21 Time:  Null Hypothesis: Residuals are multivariate normal
17:20
Sample: 1990 2019 Included observations: 23

Component Jarque-Bera Df Prob.

1 1.566812 2 0.4568

2 9.201776 2 0.0100

3 5196759 2 0.0000

4 1.448167 2 0.4848

5  0.149531 2 0.9280

Joint  64.33388 10 0.0000

*Approximate p-values do not account for coefficient estimation

(Eviews 10 ct- ) : yualy
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INnverse Roots of AR Characteristic Polynmnomial
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Structural VAR Estimates Date: 10/02/21 Time: 21:16
Included observations: 23 after|
Sample (adjusted): 1996 2018 adjustments

Estimation method: Maximum likelihood via Newton-Raphson (analytic

derivatives)

Convergence achieved after 12 iterations Structural VAR is just-identified

Log likelihood  -23.11680

Estimated A matrix:
1.000000 0.000000 0.000000 0.000000 0.000000
0.165242 1.000000 0.000000 0.000000 0.000000
0.006196 0.009348 1.000000 0.000000 0.000000
0.459994 0.061115 10.00560 1.000000 0.000000
-0.072522  -0.002871 -0.898398  -0.000137 1.000000
Estimated B matrix:
0.534632 0.000000 0.000000 0.000000 0.000000
0.000000 0.723017 0.000000 0.000000 0.000000
0.000000 0.000000 0.075856 0.000000 0.000000
0.000000 0.000000 0.000000 0.621669 0.000000
0.000000 0.000000 0.000000 0.000000 0.124326
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Estimated S matrix:

0.534632 0.000000 0.000000 0.000000 0.000000
-0.088344 0.723017 0.000000 0.000000 0.000000
-0.002487  -0.006759 0.075856 0.000000 0.000000
-0.215644 0.023437  -0.758981 0.621669 0.000000

0.036255  -0.003993 0.068045  8.52E-05 0.124326

Estimated F matrix:

0.553248  -0.094082 -1.368156 0.180985  -0.443370
-0.099099 0.672887 0.809448  -0.072876 0.878622

0.018595 0.035049 1.491377  -0.189991 0.238677
-0.496134 0.023623 -4.614679 1.089258  -1.451502

0.008531  -0.064104 4.218529  -0.390368 1.272717,
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