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Abstract :

The aim of this study is to measuring the effect of monetary policy on monetary stability through
inflation targeting in algeria during the first month from 2008 to the 3" month from 2019 using the vector
error correction model (VECM) is applied a vector and one delays to explain the relationship between the
dependent variable (monetary stability) and the exponent variables (money supply, rebate rate).

The results of the assessment found that there are growth rate of the monetary mass has a greater
impact than the rate of rebate on stability monetary, and that the effect of both the growth rate of
monetary mass and the rebate rate on monetary stability has also been negative and then turn positive in
the period (t=9) (t=10) for the rebate rate.

Keywords: monetary policy; money supply; rebate rate; monetary stability; inflation targeting.
Jel Classification Codes : E52, P44, C32.
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VAR Lag Order Selection Criteria
Endogenous variables: LY Lx1 LX2
Exogenous variables: C

Date: 05M11/20 Time: 13:55
Sample: 2008M01 2019M03
Included observations: 127

Lag LogL LR FPE AIC 5C HQ

0 182.6183 NA 1.19e-05 -2.828635 -2.761449 -2.801338
1 759.2028 1116.849  1.56e-09% -11.76697% -11.49823* -11.65779"
2 764.8760 10.72084  1.64e-09 -11.71458 -11.24428 -11.52351
3 7G7.6569 5123996  1.81e-09 -11.61664 -10.94479 -11.34368
4 7703286 4796363 2.00e-09 -11.51699 -10.64357 -11.16213
5 785.8030 27.04934* 1.81e-09 -11.61895 -10.54398 -11.18220
3 789.5159  6.314731  1.98e-09 -11.53568 -10.25916 -11.01705
7 796.2702 1116855  2.05e-00 -11.50032 -10.02224 -10.89979
8 801.1891 7901314  220e-09 -11.43605 -9.758412 -10.75363
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Pairwise Granger Causality Tests
Date: 05M5/20 Time: 13:01
Sample: 2008M01 2019M03

Lags: 1
Mull Hypothesis: Obs  F-Statistic Prob.
DL¥1 does not Granger Cause DLY 133 3.558825 0.0615

DLY does not Granger Cause DLXA

1.68048 01972

DL¥2 does not Granger Cause DLY 133
DLY does not Granger Cause DLX2

0.40657 05253
7.5E-05 0.9931

DLx2 does not Granger Cause DLX1 133
DLx1 does not Granger Cause DLXZ

0.34264 0.5593
020407 06522
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Date: 06/01/20 Time:21:51

Sample (adjusted) 2008M03 2019M03

Included observations: 133 after adjustments

Trend gssumption: Mo deterministic trend (restricted constant)
Sefes; LY Lx1LX2

Lags interval (infirst differences): 1to 1

Unresticted Cointearalion Rank Test (Trace)

Hypoothesized Trace 0.05
No of CE(s)  Eigemvalue Stafistic ~ Critical Value  Prop.””
Mone * 0.294397 70.57126 3519275 0.0000
At most1* 0.111299 2419379 2026124 0.0136
At most 2 0.061914 8.500507 9.164546 0.0667
Trace test indicates 2 cointegrating san(s) af the 0.05leyel
* denptes rejection of the hypothesis at the 0.05 level
“MacKinngn-Haug-Michglis (1999) p-values
Unrestricted Cointearation Rank Test (Maximum Eigenvalue)
Hypoothesized Max-Eigen 0.05
No of CE(s)  Eigemvalug Stafistic  Gritical Value  Prop.:”
Mone * 0.294397 4637747 22.29962 0.0000
At most 1 0.111299 15.69328 16.89210 0.0537
At most 2 0.061914 8.500507 9.164546 0.0667
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Dependentvariable: DILY)

Method; Least Squares (Gauss-MNewton / Marquardt steps)

Date: 05/11/20 Time: 14:10
Sample (adjusted) 2008M03 2019M03

observations: 133 affer. m

DILY) = G [LY(-1) + 0.41769523676°LX1(-1)- 0.50242927 0358*LX2(-1)
-4, 76174219528 )+ CIL2PDILY (1)) + C3PDLXT-1))+ C4 ) DLXE(

-1+ C(5)

Coefficient Std. Error t-Statistic Frop.
ci1) -0.222493 0.052689  -4.222794 0.0000
Ci2) 0.100475 0.085859 1.170229 0.2441
Ci3) -4.267531 1871902  -2.279783 0.0243
Ci4) -1.802876 1.644436  -1.096349 0.2750
Ci5) 0.031512 0.025694 1.226427 0.2223
R-gquared. 0.148913 Nean dependentvar -0.000638
Adiusted R-gquared, 0122317 S.D. dependentvar 0.261882
S.E. ofregression 0.245344  Akaike info griterion 0.064555
Sumsauaredresid 7704770 Schwarz griterien 0173215
Loglikelihaod 0707062 Hanpan-Quinn griter. 0108711
F-statistic 5508993 Duwrbin-Watson stat 1.954483

Prob(F-statistic) 0.000347
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VEC Residual Serial Correlation LM Tests
Drate: 0511120 Time: 14:06

Sample: 2008M01 2019M03

Included observations: 133

Mull hypothesis: Mo serial correlation atlag h

Lag LRE* stat df Prob. Rao F-stat df Praob.

1 5724093 9 07672 0634640 (9, 2995) 07¥672
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YEC Residual Heteroskedasticity Tests (Levels and Squares)
Date: 05M1/20 Time: 14:07

Sample: 2008M01 2019M03
Included observations: 133

Joint test:
Chi-sq df Prob.
40.03174 43 07864
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Perind LY Lx1 Lx2
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2 0.217485 -0.045948 -0.022316
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