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The requirements for adopting an optimal monetary policy, the case of Algeria 2003-2019
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Abstract:

This study aimed to find out whether the DSGE model is stable in the long term and the interest rates
announced by the Central Bank of Algeria are in line with the mechanisms of the Taylor rule in the period
between 2003 and 2019, by applying the recognized statistical tools based on the method of the autoregressive
model. This study concluded that the DSGE model is not stable and that the reactions of monetary policy in
Algeria do not comply with the application of Taylor's rule of rational expectations due to the absence of a basic
production base far from the prices of fuels and this is based on the results shown in the study According to the
effect of inflation.
key words: Model DSGE, Inflation, Taylor Rule of Rational Expectations, Central Bank of Algeria.
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Variable Coefficient Std. Error t-Statistic Prob.

C 5.957850 0.679746 8.764816 0.0000

INF_E(1) -0.574837 0.085169 -6.749401 0.0000

GDP_E(1) 0.007787 0.009760 0.797871 0.4281
R-squared 0.340131 Mean dependent var 2.241357
Adjusted R-squared 0.318136 S.D. dependent var 1.008568
S.E. of regression 0.832825 Sum squared resid 41.61589
Durbin-Watson stat 1.410008 J-statistic 11.46944
Instrument rank 9 Prob(J-statistic) 0.074907

GMM(INSTWGT=WHITE, GMMITER=1) IR C INF_E(+1) GDP_E(+1) @ LNDPSR(-1) LNDR(-1) LNLENDR(-1) LNM(-1)

Estimation Command:

LNOIL(-3) LNPPI(-2) LNREER(-3) LNTBR(-1) LNX(-1)

Estimation Equation:

IR =C(1) + C(2)*|NF__E(1) + C(3)*GDP_E(1)

Substituted Coefficients:

IR = 5.95785009055 - 0.574836708302*INF_E(1) + 0.00778715371687*GDP_E(1)
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