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Abstract :

The best monetary rules embody the behaviour of the central bank in directing the
monetary policy in a way that guarantees macroeconomic stability. Among the most
prominent of these rules, we find the Taylor rule, which reflects how to determine the
level of interest rates to achieve the goal of price stability and growth. TAYLOR in its
initial form and developed in Algeria during the period (1994 Q1-2019 Q4).

We evaluated using the generalized momentum method (GMM), and the results
concluded that despite the Bank of Algeria directing interest rates to control the price level
according to the formula developed for the Augmented Taylor rule. And its response to
various changes in the level of inflation and output, but the nature of the economic
structure in Algeria imposes its negative impact on the course of politics.
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Dependent Variable: MMR

Method: Generalized Method of Moments

Date: 02/23/20 Time: 09:28

Sample (adjusted): 1994Q1 2018Q3

Included observations: 99 after adjustments

Linear estimation with 1 weight update

Estimation weighting matrix: HAC (Bartlett kernel, Newey-West fixedn

bandwidth = 4.0000)

Standard errors & covariance computed using estimation weighting matrix

Instrument specification: LOG(EXPORT(-3)) LOG(IMPORT(-3)) LOG(REER( = -3)) LOG(OIL(-3)) M2(-3) IR(-3) C

Variable Coefficient Std. Error t-Statistic Prob.

C 0.793576 0.183442 4.326036 0.0000

INF 0.065882 0.028945 2.276112 0.0251
GDPGAP -0.673267 0.335687 -2.005639 0.0477
R-squared 0.060024 Mean dependent var 1.290210
Adjusted R -squared 0.040441 S.D. dependent var 0.996367

S.E. of regression 0.976012 Sum squared resid 91.44950
Durbin-Watson stat 0.168661 J-statistic 7.311802
Instrument rank 7 Prob(J-statistic) 0.120300

(2) gl

Dependent Variable: MMR

Method: Generalized Method of Moments

Date: 02/24/20 Time: 08:11

Sample (adjusted): 1994Q2 2018Q3

Included observations: 98 after adjustments

Linear estimation with 3 weight updates

Estimation weighting matrix: HAC (Bartlett kernel, Newey-West fixe

bandwidth = 4.0000)

Standard errors & covariance computed using estimation weighting matrix

MMR=C(1) +C(2)'MMR (- 1)+C(3)*GAPINF+C(4*GDPGAP

Instrument specification: LOGEXPORT(-3)) LOGIMPORT(-3)) REER(-1) AIP(-3) OIL(-3) IR(-1) M2(-1) DR(-1) C

Coefficient Std. Error t-Statistic Prob.
C() 0.041595 0.043955 0.946304 0.3464
C2) 0.939118 0.026950 34.84616 0.0000
C@3) 0.009535 0.002829 3.370652 0.0011
CH#) 0.056057 0.023825 2.352884 0.0207
R-squared 0.923255 Mean dependent var 1.273564
Adjusted R -squared 0.920806 S.D. dependent var 0.987556
S.E. of regression 0.277913 Sum squared resid 7.260124
Durbin-Watson stat 1.966986 J-statistic 3.070459
Instrument rank 9 Prob(J-statistic) 0.689124
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