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Estimating a New Keynesian Model for the Algerian economy during the period
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256 o gl ST o g

zenaguisidahmed@googlemail.com (1) cassé e condss sk sl SU !
linesli Is@gmail.com (( 4) catsf i ondy plols aald) SU2

2021/01/23 : ot 536 <2020/11/07 ezt b 736 <2020/10/29 oMVt 7050

Suaing Yyine Loy S O13 Ly ¢ S (3 leldl) (GpSpadl) g3sad Goes 2] on Gl 58 Betod) Bygl) 0 o ool Il ) 2 25ela
£5 o R 3AelBy (GHSpll als goete Sl 1S B awl Y 6¥oles 0 s e Tl S @ g sLasy) IS4
A ahll clos (GMM aaedld pysall ai oy ARDL ablad asjpll aaal lgmill g1 ALY 735 plisizal islag dslas Taylor
P hlen O o (A SLaBYl il Sl DU o 2l ¥len (SE poiel L A 3 el (S5l ised) ket S Y
e S sbezel (4 S5 oy chtazall i) saelilly Gils Y @ R dnled) JWl 393, OF LS o itnn pé Cllally el ol
| gl el Sy Sy ) pllad
GMM (ARDL (Taylor ¢ o 55 155 s somin 8 Serled IS somin s55555 c3é el ol

[E43 ¢ E31 (E12 JEL isas |

i Abstract: The main objective of this paper is to check the possibility of applying The Basic New Keynesian Model in
i Algeria and whether it can provide a reasonable and detailed description of the structure of the Algerian economy. The :
NK model was tested by estimating its principal three equations: the dynamic IS curve, the New Keynesian Phillips curve i
and the Taylor-type monetary rule. Using the Autoregressive Distributed Lag Model (ARDL) and the Generalized
i Method of Moments (GMM). The study concluded that The Basic New Keynesian Model can’t be applied in Algeria !
i because of its inability to capture the key properties and the dynamics of the Algerian data, as the supply and demand :
side equations are unstable and the monetary policy reactions in Algeria are incompatible with the adopted monetary :
i rule, this is due to the total dependence on the hydrocarbons sector and the adopted support policies. ]

Keywords: New Keynesian Model; Dynamic IS curve; New Keynesian Phillips curve; Taylor-type rule; ARDL; GMM.
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CP IS ghatad jeadlly Jyghall bl s it 10143y gl
MHDL Cointegrating And Long Kun Form ARDL Cointegrating And Long Run Form
Dependent Variable: INFR. Dependent Variable: GOP
Selected Model: ARDL(1, 0, 2) Selected Model: ARDL(2, 2, 0, 0}
Date: 07/26/20 Time: 19:11 Date. 09/10/20 Time. 20.55
Sample: 200301 201904 Sample: 200301 201304
. ) Included observations: 65
Included observations: 66
Cointegrating Form
Cointegrating Form
Variable Coefficient Std. Errar t-Statistic Prob
Yariable Coefficient Std. Error t-Statistic Prob.
D(GDP(-1)) 0.527485 0101009 5222137 0.0000
DIGDPHP(1)) -66.534188  11.342428 -5.865957 0.0000
D(GDF) -0.036664 0.031962 -1.147100 0.2559 D(GDPHP) 53.339260 10.787306 5.871648 0.0000
D(INFRHP{1)) -132.5010... 18278690  -7.248936 0.0000 D(-IR) 0119117 0.240608  -0.495068 0.6225
D{INFRHP) 135.854066 18516442 7336942 0.0000 D{NFRHP(1)) -4.001715  3.281828  -1.219356  0.2277
CointEqg(-1) -0.895633 0112287 -7.976285 0.0000 CointEqg(-1) -0.622343 0.093067 -5.687056 0.0000
Cointeq = INFR - (-0.0067*GDP -0.9225*INFRHP(1) + 11.1585) Cointeq = GDP - (0.6698*GDPHP(1) -0.4541*IR -2.9444*INFRHP(1) +
28.5652)
Long Run Coefficients Long Run Coefficients
Yariable Coefficient Std. Error t-Statistic Prob. Variable Coefficient Std. Errar t-Statistic Prob.
GDP -0.006G62 0.008090 -0.823440 0.4135 GDPHP{1) 0.669759 0.065900 10.163259 0.0000
i _ -IR -0.454093 0.454054 -1.000084 0.3215
INFR'SP[” 133%;3_8? gg?;;?? ig;i;gg ggggj INFRHP(1) -2.944353 1.206322 -2.440769 0.0178
) i i ) C 28.565195 8.674231 3.283110 0.0017
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Taylor g o sust puis mits 10343y el
5 Dependent Variable: IR
Method: Generalized Method of Moments
Date: 091020 Time: 20025
-4 Sample (adjusted): 2003Q4 201904
Included observations: 65 after adjustments
Linear estimation with 1 weight update
1.5+ 3 Estimation weighting matrix: HAC (Bartlett kernel, Newey-West fixed
bandwidth = 4. 0000}
1.0 L2 Standard errors & covariance computed using estimation weighting matrix
Instrument specification: LMEXPO{-1) LMIMPQOQ(-1} LMCOFP(-3) LMREER(-2)
0.5 . LMDR(-1) LMLEMDR(-1} LMNTBR{-1}
[ Constant added to instrument list
0.0 mu . - - .
\/\// \f Lo Variable Coefficient Std. Error t-Statistic Prob
= c 2413394  0.087193  27.67876  0.0000
IMFR-INFRHP -1.193095 0.228208 -5.228109 0.0000
1.0 GDP-GDPHP 0.083515 0.038720 2.156915 0.0349
- A e R-squared 0.673091 Mean dependentvar 2.254735
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—0.0391y,,, + 0.2344y, + 0.0547y,_,

—0.0234y,,, + 0.2656y, + 0.0078y,_,
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Q3 = 0.0078y,,, + 0.2656y, — 0.0234y,_,
Q, = 0.0547y,,, + 0.2344y, — 0.0391y,_,

.Lambda=1600 :of =~ Hodrick-Prescott filter
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