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The money supply as a mechanism for managing aggregate demand in light of economic
fluctuationsStandard study of the case of Algeria during the period 1980-2021
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Abstract: This study aims to measure the impact of the development of the money supply on the
components of aggregate demand in Algeria during the period 1980-2021 by using the
autoregressive ray model "VAR" to know the importance of the money supply in managing
aggregate demand and dealing with economic fluctuations. Where the study was divided into two
axes, the first dealt with the intellectual rooting of the role of demand management in addressing
economic cycles and achieving economic stability, and the second dealt with an econometric study
of the case of Algeria, where the results showed that the shock of the money supply led to large
fluctuations in the response of the components of aggregate demand, the most severe of which was
government spending, then investment and imports and the least Exports and consumption, and in
the long run the response was negative for all components.
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VAR Lag Order Selection Criteria

Endogenous variables: MON INV IMP EXP01 CONS CE
Exogenous variables: C

Date: 03/13/23 Time: 00:14

Sample: 1980 2021

Included observations: 38

Lag LogL LR FPE AIC SC HQ
0 -1755.314 NA 7.32e+32 92.70075 92.95932 92.79275
1 -1483.773 443.0405 3.10e+27 80.30386 82.11382 80.94783
2 -1405.815 102.5769 3.95e+26 78.09552 81.45688 79.29146
3 -1306.295 99.52021* 2.12e+25* 74.75235* 79.66511* 76.50027*
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Vector Autoregression Estimates

Date: 03/12/23 Time: 19:31

Sample (adjusted): 1983 2021

Included observations: 38 after adjustments
Standard errors in () & t-statistics in [ ]

MON INV IMP EXPO1 CONS CE
MON(-1) 0.362196 0.001357 -0.148014 -0.187758 -0.013843 0.158772
(0.25107) (0.24999) (0.21382) (0.37599) (0.12424) (0.38364)
[ 1.44263] [ 0.00543] [-0.69225] [-0.49937] [-0.11142] [ 0.41386]
MON(-2) -0.194374 -0.515974 -0.381802 0.715649 -0.220124 -0.154412
(0.28790) (0.28667) (0.24519) (0.43116) (0.14247) (0.43993)
[-0.67513] [-1.79986] [-1.55718] [ 1.65984] [-1.54505] [-0.35099]
MON(-3) 0.499458 0.766130 0.509432 -0.203206 0.252161 0.164432
(0.37006) (0.36848) (0.31516) (0.55419) (0.18313) (0.56547)
[ 1.34965] [ 2.07915] [1.61644] [-0.36667] [ 1.37698] [ 0.29079]
INV/(-1) -2.250159 0.962944 -0.083792 0.015922 -0.252418 -0.599091
(1.11571) (1.11095) (0.95017) (1.67086) (0.55211) (1.70486)
[-2.01679] [0.86678] [-0.08819] [ 0.00953] [-0.45719] [-0.35140]
INV(-2) 2.812603 0.322519 0.575580 -0.562069 -0.061153 -2.481349
(1.30386) (1.29829) (1.11040) (1.95261) (0.64522) (1.99235)
[ 2.15714] [ 0.24842] [0.51835] [-0.28785] [-0.09478] [-1.24544]
INV(-3) -1.475203 -1.794473 -0.841325 -2.726552 -0.018966 1.652656
(0.90256) (0.89870) (0.76865) (1.35164) (0.44663) (1.37915)
[-1.63447] [-1.99674] [-1.09456] [-2.01721] [-0.04246] [1.19832]
IMP(-1) 0.654659 0.424964 0.871194 0.066459 0.572194 1.765669
(0.86422) (0.86053) (0.73599) (1.29423) (0.42766) (1.32057)
[0.75751] [ 0.49384] [ 1.18370] [0.05135] [ 1.33796] [ 1.33705]
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IMP(-2) -2.115738 -1.396078 -1.513835 1.884310 -0.290261 1.073619

(1.25260) (1.24725) (1.06675) (1.87585) (0.61985) (1.91403)

[-1.68907] [-1.11933] [-1.41911] [ 1.00451] [-0.46827] [ 0.56092]

IMP(-3) 2.982334 2.715727 1.541762 5.631428 0.008940 0.355640

(0.85991) (0.85624) (0.73232) (1.28777) (0.42553) (1.31398)

[ 3.46819] [3.17171] [ 2.10530] [ 4.37300] [0.02101] [ 0.27066]

EXP01(-1) 0.531749 -0.071945 0.024802 1.272253 -0.017441 0.101404
(0.12757) (0.12702) (0.10864) (0.19104) (0.06313) (0.19493)

[ 4.16838] [-0.56639] [0.22829] [ 6.65960] [-0.27628] [ 0.52021]

EXP01(-2) 0.043922 0.138123 0.139723 -0.498936 0.039657 0.372270
(0.13678) (0.13620) (0.11649) (0.20484) (0.06769) (0.20901)

[0.32111] [1.01413] [1.19945] [-2.43570] [ 0.58588] [1.78110]

EXP01(-3) 0.152994 0.059811 0.149733 0.565988 -0.047906 0.062526
(0.09552) (0.09511) (0.08135) (0.14305) (0.04727) (0.14596)

[1.60170] [ 0.62885] [ 1.84066] [ 3.95665] [-1.01350] [0.42838]

CONS(-1) 1.432422 0.127229 0.558260 6.289228 0.867725 -0.226685
(0.63139) (0.62869) (0.53771) (0.94555) (0.31244) (0.96479)

[ 2.26869] [ 0.20237] [1.03822] [ 6.65143] [2.77722] [-0.23496]

CONS(-2) -3.428914 -0.587199 -1.231365 -11.35845 0.232919 0.555301
(1.14748) (1.14258) (0.97723) (1.71843) (0.56783) (1.75340)

[-2.98821] [-0.51393] [-1.26006] [-6.60980] [ 0.41019] [ 0.31670]

CONS(-3) 1.948222 0.288056 0.673782 4.979755 -0.172301 -0.808864
(0.79780) (0.79439) (0.67943) (1.19475) (0.39479) (1.21907)

[ 2.44200] [ 0.36261] [ 0.99169] [ 4.16802] [-0.43644] [-0.66351]

CE(-1) -0.316514 0.371018 0.318963 -1.864072 0.221919 -0.204564

(0.17344) (0.17270) (0.14771) (0.25974) (0.08583) (0.26502)

[-1.82492] [ 2.14835] [ 2.15943] [-7.17673] [ 2.58565] [-0.77187]

CE(-2) 0.885784 -0.117739 -0.033676 -0.533646 0.010166 -0.315370

(0.25105) (0.24998) (0.21381) (0.37597) (0.12423) (0.38362)

[ 3.52825] [-0.47099] [-0.15751] [-1.41938] [0.08183] [-0.82208]

CE(-3) -0.113127 -0.243019 0.130340 -0.762169 0.049071 0.505980

(0.30643) (0.30512) (0.26096) (0.45890) (0.15164) (0.46823)

[-0.36918] [-0.79648] [ 0.49946] [-1.66088] [ 0.32361] [ 1.08061]

C 94.49415 41.31041 42.83000 24.68741 54.08517 122.2972

(56.9879) (56.7443) (48.5325) (85.3431) (28.2006) (87.0800)

[ 1.65814] [0.72801] [ 0.88250] [0.28927] [1.91788] [ 1.40442]

R-squared 0.999656 0.998968 0.998392 0.994122 0.999644 0.996697
Adj. R-squared 0.999331 0.997991 0.996868 0.988554 0.999306 0.993568
Sum sq. resids 424897.7 421273.9 308166.3 952920.3 104048.3 992101.5
S.E. equation 149.5428 148.9037 127.3549 223.9502 74.00152 228.5079
F-statistic 3069.614 1021.873 655.1996 178.5363 2960.070 318.5312
Log likelihood -231.0380 -230.8753 -224.9350 -246.3840 -204.3051 -247.1496
Akaike AIC 13.15989 13.15133 12.83869 13.96758 11.75290 14.00787
Schwarz SC 13.97869 13.97012 13.65748 14.78637 12.57169 14.82666
Mean dependent 5326.290 3021.539 2175.396 2303.977 2909.032 2768.914
S.D. dependent 5779.860 3321.725 2275.556 2093.294 2808.694 2849.253
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VAR Residual Serial Correlation LM Tests
Null Hypothesis: no serial correlation at lag
order h

Date: 03/12/23 Time: 19:51

Sample: 1980 2021

Included observations: 38

Lags LM-Stat Prob

1 67.51165 0.0011
2 45.51199 0.1330
3 41.91523 0.2297
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Autocorrelationswith 2 Std.Err. Bounds

Cor(MON, MON(-i)) Cor(MON, INV(-i)) Cor(MON, IMP(-i)) Cor(MON, EXPO1(-i)) Cor(MON, CONS(-i)) Cor(MON, CE(-i)) Cor(INV, MON(-i)) Cor(INV, INV(-)) Cor(INV, IMP(-D))
4 4 4 4 4 4 4 4 4
2 2 2 w 2 2 1 2 2 2 2
o] . . N . . . [ 1
1 T TE A
-2 2 2 -2 -2 -2 -2 2 2
-4 -4 — -4 — -4 — -4 — -4 — -4 — -4 — -4 —
12 3 12 s 172 3 12 s 172 s 172 3 172 3 12 s 172 3
Cor(INV, EXPO1(-i)) Cor(INV, CONS(-i)) Cor(INV, CE(-i)) Cor(IMP,MON(-i)) Cor(IMP, INV(-D)) Cor(IMP, IMP(-D)) Cor(IMP, EXPOL(-i)) Cor(IMP,CONS(-i)) Cor(IMP, CE(-i))
4 4 4 4 4 4 4 4 4
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1 1 1 | 1 PR
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Cor(EXP01, MON(-i)) Cor(EXPOL, INV(-i)) Cor(EXPOL,IMP(-i)) Cor(EXPOLEXPOL(-))  Cor(EXP01, CONS(-i)) Cor(EXPO1, CE(-i)) Cor(CONS, MON(-i)) Cor(CONS, INV(-i)) Cor(CONS, IMP(-i);
a 4 4 4 a 4 a 4 4
2 2 2 2 2 2 2 2 2
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Cor(CONS,EXPO1(-))  Cor(CONS, CONS(-i) Cor(CONS, CE(-)) Cor(CE, MON(-i) Cor(CE, INV(-) Cor(CE, IMP(-)) Cor(CE, EXPO1(-i) Cor(CE, CONS(-i) Cor(CE, CE(-i))
a 4 4 4 4 4 4 4 4
2 2 2 2 2 2 2 2 2
0 ‘ ol 1 0 1 0 1 | 0 1 o 1 " 0 041 1 0 1
J ! I J ] 1
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VAR Residual Heteroskedasticity Tests: No Cross Terms (only levels and squares)
Date: 03/12/23 Time: 20:20

Sample: 1980 2021
Included observations: 38

Joint test:
Chi-sq Df Prob.
792.7746 756 0.1716
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Period INV IMP EXPO1 CONS CE
1 -20.07325 31.77004 40.61105 23.10353 102.3261
2 32.35723 53.76864 -20.05828 63.22262 69.81295
3 -58.40240 -62.84992 60.19047 58.44926 124.0236
4 0.932863 10.72983 -76.39350 60.07898 -119.8507
5 234.7529 173.4288 13.70090 113.6218 231.8685
6 135.7109 37.87916 -135.0305 129.7842 62.18335
7 -36.32997 -87.56916 31.75603 45.40039 -697.8342
8 153.8918 165.9536 439.7806 55.13291 313.0985
9 -34.86908 -3.128301 274.0911 48.98273 633.2161

Ay
o

-519.4418 -406.0615 -199.8156 -90.78028 -920.3888
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Response to Cholesky One S.D. Innovations

Response of INV to MON Response of IMP to MON
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Response of EXPO1 to MON Response of CONS to MON
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