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Abstract:
This study aims to analyze the effectiveness of monetary policy in targeting
inflation in Algeria during the period from (1990-2019), by addressing the
theoretical aspect of monetary policy and inflation targeting and showing the
impact of the most important macroeconomic variables (interest rate,
rediscount rate, money supply in the concept In order to achieve this, the
Autoregressive Distributed Time Lapse (ARDL) model was used, whereby the
study concluded that there is a positive and significant effect of the growth rate
of the money supply in the broad sense on the inflation rate in the short and long
term. As well as the existence of a direct effect on the exchange rate in the long

run and a direct effect of the rate of rediscounting in the short term on inflation.
Keywords: monetary policy; inflation targeting; ARDL model.
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ECM Regression
Case 2. Restricted Constant and No Trend
Variable Coeflicient Std. Error t-Statistic Prob.
D(M2) 0.190414 0.034851 5463696 0.0000
D(M2(-1)) -0.069904 0.034039 -2.053630 0.0548
D(TR) 1.622716 0.451395 3.594892 0.0021
D(TR(-1)) 2904405 0.490957 5915804 0.0000
CointEq(-1)* -0.556506 0.060308 -9 227677 0.0000
R-squared 0838265 Mean dependentvar -0.85480¢
Adjusted R-squared 0810138 S D dependentvar 4 80396¢&
S E ofregression 2093242 Akxaike info criterion 4 47573¢
Sum squared resid 100.7782 Schwarz criterion 4713621
Log likelihood -57 66033 Hannan-Quinn criter 4 548464
Durbin-Watson stat 2 165663

T moarmbia incamnatinlo st £ Qasinde rdiotm e dhinan
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Dependent Variable. INF

Mathod ARDL

Date 02/02/22 Time 19 44

Sample (agjusted): 1992 2010

Included ocbservanons. 28 afler adjustments

Maxirmum depondent lags. 3 (Automatic selection)
Moagel selacuon method. Akalks Info critenon (AC)
Dynamic regressors (2 lags, automatic) M2 TCH TI TR
Fixed regressors C

Number of models evalulated. 243

Selectea Moaelr ARDL(T,. 2. 0. 0 2)

Note final egquation sample is largers thhan selection sample

Vanable Coemcient S1a. Enror -Stausnc Prob. .~
NF-1) 0. 443404 0. 138427 3. 203803 0.0049
Mz O 190474 0. 053046 3. 5896236 0. oco21
M2¢-1) O oo8a7Ts O 0395081 ONT2T3T O 8nas
M20-2) 0.0689904 0. 047694 1.4656903 O 1800
TOCH 0.194400 0.06913S 2817902 0.011S
B -D.O033983 O 060668 -0 S601S5S 0 5823
™ 16822716 0 952648 1703378 0 1057
TR(-1) 1.4917270 o.8sc8s558> 1631767 0. 1201
TRE2) -2 904405 0 669291 -4 339525 O 000a
< -1.316255 1 381409 -0 95283S 0 3533
R-squareaqd 0.953093 Mean Qependent var 7. 9186190
Adjustea R-squared 0931140 S D gdependent var 5 017028
S E.ofregression 2.3686176 Akaike Info critenon 4 832881
SuMm squared resia 100 7782 Schwars criterion 5. 308668
Log ikelihood “BT7 a8033 Hannan - Quinn criter 4 978333
F-statistic 41 56662 Durbin-Watson stat 2.165663

Proo(F-stausuc) 0. 000000

"Note. pwvalues and any subsequent tests do Not Aaccount for Mmodel
selection.
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