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Abstract:

This study aims to determine and know the nature of the relationship and the effect of
changing the inflation rate, money supply M2, the interest rate representing monetary policy, and
the gross domestic product representing economic growth in Algeria for the period (1995-2020),
through an autoregressive model (var) for the values of the study variables.

One of the most prominent results that we obtained in this study is that some of the study
variables are stable at the level (inflation rate and interest rate) and some are stable at the first
difference (money supply) and the economic growth variable at the second difference, and as a
result of the different degree of integration there is no long-term relationship Among the variables
of the study (there is no co-integration), causality tests also showed that money supply is the only
variable that affects economic growth directly.

Keywords: Monetary Policy, Inflation, Interest Rate, M2 Money Supply, Economic Growth.
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Sample: 1995 2020

VAR Lag Order Selection Criteria

Endogenous variables: DDLRPIB DLRM2 LINF LR
Exogenous variables: C

Date: 01/07/22 Time: 09:37

Included observations: 21

Lag LogL LR FPE AIC SC HQ
0 -148.1637 NA 23.11691 14.49178 14.69074 14.53496
1 -98.81479 75.19840 1.001456 11.31569 12.31048 11.53159
2 -83.33874 17.68691 1.284896 11.36559 13.15620 11.75420
3 -45.00646 29.20555*  0.278732*  9.238710*  11.82515*  9.800033*

* 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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R?=0,20, N=21 F=1,41
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Roots of Characteristic Polynomial

Exogenous variables: C
Lagspecification: 13
Date: 01/07/22 Time:10:10

Endogenous variables: DDLRFIB DLEMZ LINF LR

Root Modulus
0. 739087 -0.596988i 0950076
-F0.739087 +0.596988i 0950076
0928029 0928029
0.399155- 0775106 0.871845
03299155+ 0.775106i 0.871845
FOT23728-0.253588i 0766870
FO.T23728+0.253588i 0766870
0.304698- 06833541 0748207
0304698+ 0.683354i 0748207
0.625300-0.142382i 0641793
0625800+ 01423821 0.641793
0237034 0237034

Mo root lies outside the unit circle.

WAR satisfies the stability condition.

Inverse Roots of AR Characteristic Polynomial
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Pairwise Granger Causality Tests
Date: 01/10/22 Time: 18:40
Sample: 1995 2020

Lags: 3

Null Hypothesis: Obs F-Statistic Prob.
DLRM2 does not Granger Cause DDLRPIB 21 4.09713 0.0278
DDLRPIB does not Granger Cause DLRM2 0.14289 0.9325
LINF does not Granger Cause DDLRPIB 21 1.07930 0.3898
DDLRPIB does not Granger Cause LINF 0.74723 0.5418
LR does not Granger Cause DDLRPIB 21 0.67625 0.5809
DDLRPIB does not Granger Cause LR 1.16130 0.3594
LINF does not Granger Cause DLRM?2 22 1.35312 0.2949
DLRM2 does not Granger Cause LINF 0.65261 0.5936
LR does not Granger Cause DLRM?2 22 3.04404 0.0614
DLRM2 does not Granger Cause LR 2.20085 0.1303
LR does not Granger Cause LINF 23 8.50525 0.0013
LINF does not Granger Cause LR 492425 0.0131
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.(P=0.54>0,05)

5.\5\1&\ J.\M (GBI ‘)1 g:ha;é‘ﬁ\ }«.J\ L.,a_jj c(P2058>0,05)d§){ L“SJL..AZ';‘)M jo.‘j\ (GBI ‘}1 S-ULQ.S\ J..bu -
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LW Jidms s ¥ 352l o8 Lanly ((P=0.06>0,05)0Y 35idl 2,5 carn ¥ 385 Jins -
.(P=0.13>0,05)
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Response of DDLRPIB to Cholesky Response of DLRM2 to Cholesky
One S.D. Innovations One S.D. Innovations
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Variance

Decomposition
of DDLRPIB:

Period S.E. DDLRPIB DLRM2 LINF LR

1 0.018711  100.0000  0.000000  0.000000  0.000000
2 0.024015  85.19753  11.35743  3.433349  0.011693
3 0.032965  90.45772  6.780749 1996363  0.765169
4 0.033442  88.59929  7.366390  3.087081  0.947235
5 0.033680  87.41667  7.571597  4.005944  1.005794
6 0.035855  88.54271  6.887083  3.622539  0.947663
7 0.037836  85.01689  9.071340  5.056368  0.855399
8 0.039738  86.11075  8.354383  4.630178  0.904692
9 0.039928  85.35526  8.518565  5.160198  0.965977
10 0.040126  84.74951  8.797205  5.474009  0.979272
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(1995-2020) 55l J3(VAR) @1 sy #5348 Josle?] plid

Ll 581 g1 53Y1 -8

el Blald des g (ol sl OVues 330457 AWy Ul Laledl Gy o] 89 0=
(g3latV ol i age 3 olasl JWI sy B ishar o Joli-

Leslal mo 3lan 6 2aidl Aulond) onisy (g3SM Sl 2I0aza) jy5e5—

1@ W-9

(1995-2020)3 71 s aulyll) lpize 1(01)e3y 3ol

SL) JB W U] | Lemid b ol | sl oliag Ui oy el L Jue
(3! alaald 1) (Lsie 9%0) 05Uzl (3t aleall 2l L) | (%) Lot 5Y)
<) | RPIB INF RM2 LR
1995 8808.13 29.78 3273.93 18.42
1996 9169.26 18.68 3026.39 19.00
1997 9270.12 5.73 3344.79 15.71
1998 9742.90 4.95 4128.73 11.50
1999 10054.67 2.65 4243.85 10.75
2000 10436.75 0.34 3948.19 10.00
2001 10749.85 4.23 6111.18 9.50
2002 11351.84 1.42 7120.36 8.58
2003 12169.18 4.27 7644.56 8.13
2004 12692.45 3.96 7522.22 8.00
2005 13441.30 1.38 7235.14 8.00
2006 13669.81 2.31 7830.60 8.00
2007 14134.58 3.68 9059.37 8.00
2008 14473.81 4.86 9116.45 8.00
2009 14705.39 5.74 10758.59 8.00
2010 15234.79 3.91 10520.33 8.00
2011 15676.59 4.52 10669.74 8.00
2012 16209.60 8.89 11015.13 8.00
2013 16663.47 3.25 11952.66 8.00
2014 17296.68 2.92 13717.91 8.00
2015 17936.66 4.78 14708.18 8.00
2016 18510.63 6.40 14601.99 8.00
2017 18751.27 5.59 14875.13 8.00
2018 18976.28 4.27 15436.06 8.00
2019 19128.09 1.95 15459.82 8.00
2020 18079.68 242 17371.64 8.00
NERURGINBSRWAY
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Mull Hypothesis: LRM2 has a unit root - :
Null Hypathesis: DILRM2) h t root
Exogenous: Constant, Linear Trend P e

; Exogenous: Constant
Lag Length. 0 {Automatic - based on SIC, maxlag=5) Lag Lenath: 3 (Automatic - based on SIC, maxlag=5)

t-Statistic Prob.* t-Statistic Prob?*

Augmented Dickey-Fuller test statistic -3415267  0.0720  Augmented Dickey-Fuller test statistic -4.421083  0.0025
Test critical values: 1% level -4.374307 Test critical values: 1% level -3.788030
5% level -3603202 5% level -3.012362
10% level -3.238054 10% level -2.646119
*MacKinnon (1996) one-sided p-values. *MacKinnon {(1996) one-sided p-values.
Null Hypothesis: LRM2 has a unit root Null Hypathesis: D(LRM2) has a unit root

Exogenous: Constant, Linear Trend

Exogenous: Constant
Bandwidth: 2 (Newey-West automatic) using Bartlett kemel

Bandwidth: 5 (Newey-West automatic) using Bartlett kernel

Adj tStat  Prob* Adj tStat  Prob?
Phillips-Perron test stafistic -3415980 00719 phijlips-Perron test stafistic -5.208653  0.0000
Test critical values: 1% level -4.374307 Testericalvalues: 1% level -3737853

5% level -3603202 5% level -2991878

10% level -3.238054 10% level 2635542

*MacKinnon (19986) one-sided pvalues. *MacKinnon (1996) one-sided pvalues.

(PP) s (ADF) jle! aluseawls (INF)pseiad! Juas dyyf il ity

Null Hypothesis: LINF has a unit root Null Hypothesis: LINF has a unit root
Exogenous: Constant Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=5) Bandwidth: 0 (Newey-West automatic) using Bartlet kernal
t-Statistic Prob.* Ad.t-Stat  Prob?

Augmented Dickey-Fuller test statistic -31991224 00054  Philips-Permon test statistic 399124 0.0054
Test critical values: 1% lavel 23724070 Test critical values: 1% level -3 724070

5% level -2.986225 5% level -2.986225

10% level 2 622604 10% level -2 632604
*MacKinnon (1996) ona-sided p-values. *WacKinnon (1996) one-sided p-values.

(PP) s (ADF) yLas pldsuanly (LR) 2" 23 < Sl Jume &y pizuel Ay

Mull Hypathesis: LLR has a unit root Null Hypothesis: LLR has a unit root
Exogenous: Constant Exogenous: Constant
Bandwidth: 12 (Newey-West automatic) using Barflett kernel Lag Length: 5 {Automatic - based on SIC, maxlag=5)
Adj t-5tat  Prob* {-Statistic ~~ Prob*

Phillips-Perron test statistic 5138449 00000  Augmented Dickey-Fuller test statistic -5.207537  0.0001
Test critical values: 1% level 3724070 Test criical values: 1% level -3.808546

5% level -2 986225 5% level -3.020686

10% level -2 632604 10% lavel -2.650413
*MacKinnon (1996) one-sided p-values. *Mackinnon (1996) one-sided p-values.
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Mull Hypothesis: D(LRPIB) has a unit root Mull Hypothesis: LRPIB has a unit root
Exogenous: Constant, Linear Trend Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=5) Lag Length: 0 (Automatic - based on SIC, maxlag=5)
t-Statistc  Prob.* obmoec: | Rl
Augmented Dickey-Fuller test statistic 20822 o580 fedmemed Dk fuleriestowlisle e
Test critical values: 1% level -4.394309 : 59 Jevel 3603202
5% level -3.612199 10% level 3238054
10% level -3.243079

*MacKinnon (1996) one-sided p-values.

*MackKinnon (1996) one-sided pvalues.

Mull Hypothesis: D{LRFIB,2) has a unit root
Exogenous: Maone
Lag Length: 0 (Automatic - based on SIC, maxlag=5)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.685251 0.0000
Test critical values: 1% level -2.669359
5% level -1.956406
10% level -1.6084895

*MacKinnon (1986) one-sided p-values.

MNull Hypothesis: D(LRPIB) has a unit root

Exogenous: Constant, Linear Trend

Bandwidth: 1 (Newey-West automatic) using Bartiett kernel

MNull Hypothesis: LRPIB has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 2 (Wewey-West automatic) using Bartlett kernel

Ad|. t-Stat Prob.* Adj. +-3tat Prob.*

Phillips-Perron test statistic -1.804477 06708 Phillips-Perron test statistic 1.371455 0.9999
Test critical values: 1% level -4.394309 Test critical values: 1% level -4.374307
5% level -3.612189 5% level -3.603202
10% level -3.243079 10% lewvel -3.238054

*MacKinnon (1996) one-sided p-values.

*MacKinnon (1996) one-sided p-values.

Mull Hypothesis: D(LRPIB,2) has a unit root

Exogenous: None

Bandwidth: 1 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -6.642563 0.0000
Test critical values: 1% level -2.669359
5% level -1.956406
10% level -1.608495

*MacKinnon (1996) one-sided p-values.
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