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The impact of oil price shocks on monetary policy variables in Algeria; an econometric study using the VAR model

during the period 1985-2022
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Abstract :
This study aims to determine the impact of oil price shocks on monetary policy variables in Algeria
during the period 1985-2022, using the VAR model
The results obtained from this study indicate that there is a relationship between oil price shocks and
monetary policy variables, as we found that there is a negative impact on real interest rates and inflation on the
one hand, and a positive impact on the real exchange rate on the other hand, and this is reflected in the Algerian

economy. Therefore, monetary authorities must adopt appropriate policies in order to absorb various oil shocks.
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- - - 8 ydiuuo -3.295813 -2.943427 IR

Eviews 13 zobiy (e sleze¥ly 2Ll slae) (o s ysall

Ol dms S Ayl (s e Aalie st Ayl iz oF J) Lasdl « PP g ADF L | il I oy
oY Aoyl e Bydtens piie (2 ER paal) Loy «soiad!) die Byatuae olpada (2 INFUIR. OIL ol sl
Garll elayy! ol wpums gl -4-4

sbeaage (FPE) L sodadl Uas 5lins (SO)g (AIC) sulas e sleie¥! qiiws qa3dl sboliall ol id soe wyaml
OUS¥! dad] Juall LY sleas J) 2lia] el sl odd muud J3T Led (555 (1 52401 splall s slussy (HQ)
S8 sae ST e Ll X2 alusral Wilias] 8yude e Lacize sblall 848 lelas 2nyd O sz g1 (LR)
sbolall cnadd slas| J) cplal Lasy! i milug.cadorll ot 8yude Lelolas 0555 Al 82801 ey (a3l olas¥]
QU Jouzdl @ iose 9o LeS s3]

ol elas¥l ol wyuss sl 14 gl

HQ sC AlC FPE LR LogL Lag
4133199 4144838 4127063  9.86e+12 NA -718.2360 0
37.79441*  38.37637* 37.48760* 2.26e+11*  140.9193* -636.0331 1
38.18118 3922872  37.62893  2.71e+11  20.09685 -622.5063 2
38.90097  40.41408  38.10328  4.82e+11  9.678739  -614.8073 3

Eviews 13 zeliyy (le slaxe¥ly > Ldl slue) oo yiall
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:VAR 73903 y3uds -5-4
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OIL = 0.836345040372*0IL(-1) - 1.00242602603*O0IL(-2) + 10.8576137723*ER(-1) + 11.5039360092*ER(-2) -
10.3760787968*INF(-1) - 15.688060883*INF(-2) - 13.0438167156*IR(-1) - 52.3772285326*IR(-2) -
960.664151865

ER =0.000579288579956*0IL(-1) - 0.000211960233124*O0IL(-2) + 1.28298498278*ER(-1) -
0.296584464182*ER(-2) + 0.0453948004731*INF(-1) - 0.0388127063127*INF(-2) + 0.0473754016299*IR(-1)
-0.00734642726638*IR(-2) + 3.33805580679

INF = 0.00294369480125*O0IL(-1) - 0.000306433857775*0IL(-2) + 0.0400599200886*ER(-1) -
0.283773970301*ER(-2) + 0.299133430988*INF(-1) - 0.147110285968*INF(-2) - 0.0126001721683*IR(-1) +
0.153050278702*IR(-2) + 23.7939179811
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IR=-0.00275262652845*0IL(-1) + 3.04864014057e-05*0OIL(-2) - 0.00434104020413*ER(-1) +
0.224162977182*ER(-2) + 0.0161294416683*INF(-1) + 0.131315785588*INF(-2) + 0.214592403485*IR(-1) -
0.0582032630163*IR(-2) - 15.5277283472
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INnverse Roots of AR Characteristic Polynomial
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Prob. df Jarque-Bera
O0.0000 2 T66.6805
O. 0000 2 2500076
0.4708 2 1.506816
09213 2 0.162890
O. 0000 a8 T3 3520
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Response of INF to OlIL Cholesky One S.D. (d.f. adjusted) Innovation
Response of ER to OIL Cholesky One S.D. (d.f. adjusted) Innovation 95% Cl using analytic asymptotic S.E.s

95% Cl using analytic asymptotic S.E.s 15

10

oA NONDO®

Response of IR to OIL Cholesky One S.D. (d.f. adjusted) Innovation
959 Cl using analytic asymptotic S.E.s

1 2 3 a s 6 7 8 ° 10
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Variance Decomposition using Cholesky (d.f. adjusted) Factors
95% Cl using Monte Carlo S.E.s with 100 replications

Variance Decomposition of OIL Variance Decomposition of ER

100

Variance Decomposition of INF Variance Decomposition of IR
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VAR Gé}mﬁ.\.&.‘t 1 é:!l“

Vector Autoregression Estimates
Date: 08/27/23 Time: 22:11
Sample (adjusted): 1985 2022
Included observations: 36 after adjustments
Standard errors in () & t-statistics in [ ]

IR INF ER ol
-0.002753 0.002944 0.000579 0.836345 OIL(-1)
(0.00128) (0.00162) (0.00087) (0.18820)
[-2.15144] [1.81571] [0.66727] [ 4.44384]
3.05E-05 -0.000306 -0.000212 -1.002426 OIL(-2)
(0.00178) (0.00226) (0.00121) (0.26184)
[0.01713] [-0.13586] [-0.17549] [-3.82846]
-0.004341 0.040060 1.282985 10.85761 ER(-1)
(0.31791) (0.40284) (0.21572) (46.7647)
[-0.01365] [ 0.09944] [ 5.94754] [0.23218]
0.224163 -0.283774 -0.296584 11.50394 ER(-2)
(0.30888) (0.39139) (0.20959) (45.4353)
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[0.72574] [-0.72504] [-1.41510] [0.25319]

0.016129 0.299133 0.045395 -10.37608 INF(-1)
(0.23731) (0.30071) (0.16103) (34.9086)

[0.06797] [0.99475] [0.28191] [-0.29724]

0.131316 -0.147110 -0.038813 -15.68806 INF(-2)
(0.20562) (0.26055) (0.13952) (30.2467)

[0.63863] [-0.56461] [-0.27818] [-0.51867]

0.214592 -0.012600 0.047375 -13.04382 IR(-1)
(0.32415) (0.41075) (0.21995) (47.6821)

[0.66202] [-0.03068] [0.21539] [-0.27356]

-0.058203 0.153050 -0.007346 -52.37723 IR(-2)
(0.28901) (0.36623) (0.19611) (42.5137)

[-0.20139] [0.41791] [-0.03746] [-1.23201]

-156.52773 23.79392 3.338056 -960.6642 (¢}
(5.13475) (6.50652) (3.48415) (755.318)

[-3.02405] [ 3.65693] [0.95807] [-1.27187]

0.524668 0.468636 0.981680 0.574018 R-squared

0.383828 0.311195 0.976252 0.447801 Adj. R-squared
1841.492 2956.845 847.8583 39846500 Sum sq. resids
8.258535 10.46484 5.603763 1214.824 S.E. equation
3.725293 2.976580 180.8548 4.547868 F-statistic
-121.9084 -130.4323 -107.9473 -301.5883 Log likelihood
7.272689 7.746236 6.497072 17.25490 Akaike AIC
7.668569 8.142116 6.892951 17.65078 Schwarz SC
-1.763835 11.40751 69.43696 438.6264 Mean dependent
10.52088 12.60911 36.36392 1634.803 S.D. dependent

1.01E+11 Determinant resid covariance (dof adj.)
3.19E+10 Determinant resid covariance

-639.6935 Log likelihood
37.53853 Akaike information criterion
39.12205 Schwarz criterion

36 Number of coefficients

plu 2=l
Byl 23905 )yl
Roots of Characteristic Polynomial
Endogenous variables: OIL ER INF IR
Exogenous variables: C
Lag specification: 12

Date: 08/27/23 Time: 22:51

Modulus Root

0.996159 0.996159

0.948919 0.337797 - 0.886758i
0.948919 0.337797 + 0.886758i
0.536891 0.210796 - 0.493779i
0.536891 0.210796 + 0.493779i
0.414494 0.414494

0.249397 0.249397

0.124180 -0.124180

No root lies outside the unitcircle.

VAR satisfies the stability condition.
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