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The effect of monetary policy on economic growth in Algeria, a benchmark
study during the period (2017- 1980)using the ARDL model.
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Abstract: This paper aims to study the impact of monetary policy on economic growth. The
boundary co-integration (ARDL) test which is more suitable for estimation has been applied
in small sample studies. The study period extends from 1980 to 2017 for the state of the
Algerian economy. The results confirmed the existence of a co-integration relationship
between monetary policy variables and economic growth. The results of the model estimation
indicated the positive effect of the growth of money supply with the broad concept M2 on
economic growth, but with a small multiplier.
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GDP CREDIT M2 INFL RIR NEXR
GDP 1 -0.1153 0.108 -0.438 0.319 0.2848
CREDIT -0.1153 1 -0.121 0.0301 -0.273 -0.748
M2 0.108 -0.121 1 0.030 -0.089 -0.111
INFL -0.438 0.03 0.030 1 -0.5303 -0.452
RIR 0.3193 -0.273 -0.089 -0.530 1 0.529
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GDP CREDIT M2 INFL RIR NEXR
Mean 2.834475 27.46553 15.11132 9.167058 -2.192105 49.51323
Median 3.250001 14.61716 14.53000 5.824303 -3.715000 61.66088
Maximum 7.201872 69.31185 54.05000 31.66966 21.06000 109.4431
Minimum -2.100001 3.907417 0.300000 0.339163 -29.77000 3.837450
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Probability 0.605692 0.056504 0.000000 0.000279 0.704583 0.215459
Sum 107.7100 1043.690 574.2300 348.3482 -83.30000 1881.503
Sum Sq. Dev. 185.1697 21621.01 3196.844 2572.516 3653.812 43922 88
Observations 38 38 38 38 38 38
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D(GDP(-1)) 0.588133 0.067212 8.750433 0.0009
D(GDP(-2)) 0.451085 0.048969 9.211654 0.0008
D(GDP(-3)) 0.378673 0.055859 6.779077 0.0025
D(M2) -0.035441 0.014471 -2.449048 0.0705
D(M2(-1)) -0.406641 0.024788 -16.404867 0.0001
D(M2(-2)) -0.194530 0.019817 -9.816219 0.0006
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D(INFL) -0.203492 0.026072 -7.805131 0.0015
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Variable Coefficient Std. Error t—Statistic Prob.
M2 0.295337 0.075363 3.918843 0.0173
INFL -0.033257 0.185058 -0.179709 0.8661
RIR -0.189161 0.144892 -1.305531 0.2617
CREDIT 0.103396 0.048002 2.153980 0.0975
NEXR 0.101062 0.039430 2.563089 0.0624
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Dependent variable: GDP

Excluded Chi-sq df Prob.

M2 5.226772 2 0.0733*

INFL 0.577224 2 0.7493
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CREDIT 10.73809 2 0.0047**
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All 22.62418 10 0.0122
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