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Measuring the impact of traditional quantitative monetary policy instruments on
the monetary stability coefficient in Algeria during the period (1994-2021)
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i Abstract: .
: The study aims to measure the impact of traditional quantitative tools (re-discount rate and
legal reserve ratio) of monetary policy on the coefficient of monetary stability in Algeria during the
i period (1994-2021) using the self-regression Beam model VAR. The results showed that the
¢ validity of the estimated model and its stability was confirmed through a set of statistical tests.
Through the study of causality between variables, it was found that there is no causality between
i monetary stability and the rest of the variables, except in one case, where it was found that
i monetary stability causes the real interest rate, and the analysis of the variance of the prediction
error and the analysis of shocks showed that monetary stability is affected when a shock occurs in
i the legal Reserve rate more than it is affected by the rest of the explanatory variables.

i Keywords: Re-discount rate ; statutory reserve ratio ; monetary stability coefficient; VAR model
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IVAR Lag Order Selection Criteria

IEndogenous variables: B DIR DRL DRM2 DRPIB DTR
IExogenous variables: C

Date: 03/19/24 Time: 10:44

Sample: 1994 2021

Included observations: 28

Lag LogL LR FPE AIC SC HQ

0 -425.5740 NA 984248.2 30.82671 31.11219*% 30.91399
1 -384.8548 61.07879* 749618.5 30.48963 32.48794 31.10053
2 -337.8561 50.35570 508108.8* 29.70401* 33.41515 30.83854*

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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VAR Residual Serial Correlation LM Tests

-Null Hypothesis: no serial correlation at lag order h
Date: 03/19/24 Time: 10:52

Sample: 1994 2021

Included observations: 28

Lags LM-Stat Prob
1 46.45618 0.1138
2 34.40385 0.5446
3 32.93306 0.6152
4 45.52567 0.1327
5 24.50660 0.9268
6 36.62112 0.4399
7 31.46894 0.6839
8 20.75440 0.9802
9 26.35499 0.8804

Probs from chi-square with 36 df.
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VAR Residual Heteroskedasticity Tests: No Cross Terms (only levels and squares)
Date: 03/19/24 Time: 10:53
Sample: 1994 2021

Included observations: 28

Joint test:
Chi-sq Df Prob.
529.4376 504 0.2092
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Roots of Characteristic Polynomial

Endogenous variables: B DIR DRL DRM2

DRPIB DTR

Exogenous variables: C

Lag specification: 1 2

Date: 03/19/24 Time: 10:50

Root Modulus

0.009338 - 0.9182261 0.918273
0.009338 + 0.918226i 0.918273
-0.720506 - 0.3342731 0.794272
-0.720506 + 0.334273i 0.794272
0.186656 - 0.6386481 0.665366
0.186656 + 0.638648i 0.665366
-0.152135 - 0.6231161 0.641419
-0.152135+0.623116i 0.641419
0.583050 - 0.1970951 0.615462
0.583050 + 0.197095i 0.615462
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0.300308
0.300308
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No root lies outside the unit circle.
VAR satisfies the stability condition.
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Inverse Roots of AR Characteristic Polynomial

1.5

1.0

0.5 -

0.0

-0.5

-1.0

-1.5 T T T T T
-1.5 -1.0 -0.5 0.0 0.5 1.0 1.5

(Eviews) ity oz - jaall
s QI SV e 3gd gy JWbg gl e BT ydd JSTOT JSadlg Jaudrt IV (0 >N -
:Granger i.. L= —3

07 Jgudt § roge 2 WS (Granger) jles sliswnl v Sipddh! G dand ! 021 ko]
(Granger) .o il jlas & :(07) NJNPRE]

Pairwise Granger Causality Tests

Date: 03/19/24 Time: 10:54

Sample: 1990 2021

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
DIR does not Granger Cause B 29 1.63874 0.2152
B does not Granger Cause DIR 6.27718 0.0064
DRL does not Granger Cause B 29 0.88405 0.4261
B does not Granger Cause DRL 0.24803 0.7823
DRM2 does not Granger Cause B 29 2.18513 0.1343
B does not Granger Cause DRM?2 0.06024 0.9417
DRPIB does not Granger Cause B 29 0.03360 0.9670
B does not Granger Cause DRPIB 1.44856 0.2547

2025 02 dadl .10 adal)  sifyall Salodl dauple " dup il sl gl Ading "

498



(2021-1994) b subd) Job iyl 5l 3f i S0t (o ikl et Gt bl G algdl ] e

DTR does not Granger Cause B 29 1.09631 0.3503
B does not Granger Cause DTR. 1.90479 0.1707
DRL does not Granger Cause DIR. 29 0.47819 0.6257
DIR does not Granger Cause DRL 0.11163 0.8948
DRM2 does not Granger Cause DIR 29 1.08030 0.3554
DIR does not Granger Cause DRM2 2.03446 0.1527
DRPIB does not Granger Cause DIR 29 5.14337 0.0138
DIR does not Granger Cause DRPIB 1.01978 0.3758
DTR does not Granger Cause DIR 29 1.11404 0.3446
DIR does not Granger Cause DTR 1.37197 0.2728
DRM2 does not Granger Cause DRL 29 0.36504 0.6980
DRL does not Granger Cause DRM?2 1.49430 0.2446
DRPIB does not Granger Cause DRL 29 0.04687 0.9543
DRL does not Granger Cause DRPIB 0.78681 0.4667
DTR does not Granger Cause DRL 29 0.25270 0.7787
DRL does not Granger Cause DTR 0.04895 0.9523
DRPIB does not Granger Cause DRM?2 29 0.83442 0.4463
DRM2 does not Granger Cause DRPIB 0.14607 0.8649
DTR does not Granger Cause DRM?2 29 2.25705 0.1264
DRM2 does not Granger Cause DTR 0.07230 0.9305
DTR does not Granger Cause DRPIB 29 0.59630 0.5588
DRPIB does not Granger Cause DTR 2.41004 0.1112
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Response of B to Cholesky
One S.D. Innovations
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Variance

Decomposition

of B:

Period S.E. B DIR DRL DRM2 DTR DRPIB
1 3.604938 100.0000 0.000000 0.000000 0.000000 0.000000 0.000000
2 5.190480 60.08924 11.07596 2.995995 8.392155 0.748270 16.69838
3 5.644197 50.84462 9.784815 11.53047 10.90441 1.828160 15.10752
4 6.182537 49.01083 9.469647 14.35406 10.43655 1.802851 14.92606
5 6.385634 46.23201 9.348186 17.92452 10.35774 1.979363 14.15818
6 6.479218 45.20201 9.540919 18.34542 11.16289 1.996204 13.75256
7 6.624440 43.58271 9.554281 20.48177 10.68184 2.481573 13.21782
8 6.684496 43.33052 9.548014 20.78735 10.87147 2.475878 12.98678
9 6.762096 42.47778 9.354372 22.24522 10.66843 2.419389 12.83481
10 6.787326 42.28029 9.289022 22.45895 10.73810 2.401702 12.83193
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