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WAR Lag Order Selection Criteria
Endogenous variables: DLINF DLMZ DLTR
Exogenous variables: C

Date: 05M12M19 Time: 14:.44

Sample: 1980 2018

Included observations: 24

Lag LogL LR FPE AlC 3C HQ

0 -4. 137622 A 0.000364 0.594802 0.742059 0.633869
1 17.134384 35.45410% 0.000132 -0.427903 01611247 -0.271634*
2 25.89574 1241128 0.000141 -0.407978 0.622819 -0.134508
3 37.65034 1371370 0.000125% -0.637529* 0.835039 -0.246856

* indicates lag order selected by the criterion

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

AlC: Akaike information criterion

SC: Schwarz information criterion

HC: Hannan-Qwinn information criterion
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;A Claidl DA e clld g

Response to Cholesky One 3.0. Innovations
Response of DLINF to DLINF Response of DLIMF to DLM2 Response of DLINF to DLTR
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o WS ey ptn Yy Al clpadl B s A i) el g cdaAl) clydial) e
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D)) el eanss VAR dsaill die o 3gai Undl) st w3gaill ey ¢ Hlaaly Ll Aulond
zaliy (e dajdiudly Auhall cVare ediig Auhall chiie Gu Ja¥) dlighy da¥) 5yl

: QA., < Eviews9

L

1 dgaill :\:U\JEMY\ Ay
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Inverse Roots of AR Characteristic Polynomial

1.5

EViews9 malin clafa (a1 jiaall

e sasgll Bl Jals ai Hsdall aang aalsll e sl clebeall pran o JSAI DA (e Jaadl
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1Aaadil) Aabauad) Clgl) Ao addail) Jura i1 zagadll aii-1

Dl g lad magaill 5oa8 st cduhall ZAgaill clpaiall dpiadl) Judball dhiial e Sl aa
e Lo (Al ol abislly caadl) ale) Jare cpduzill dlalea z3gaill i dlalaa juitg ¢ S

D(DLINF)=c(1)*(DLINF(~1)-0 .351674522267*DLM2(-1)-
0.941377485919*DLTR(-1)+0 .0674364069767)+c(2)*D(DLINF(-
1))+C(3)*D(DLINF(-2))+C(4)* D(DLINF(-3))+C(5)*D(DLM2(~
1))+C(6)*D(DLM2(-2))+C(7)*D(DLM2(-3))+C(8)*D(DLTR(~1))+C(9)*D(DLTR(-
2))+C(10)*D(DLTR(-3))+C(11)

padll sale] Jaee dalae o moay ) zised e lgle deanil) & ) Al DA e

(t=3) 85l 3 dginall sl ADLTR
: Laabid)) JSLinall-3

zisaill Ladla s -1

o Blsall I BLEY) JLas) 1-1

:Correlations test jLii)

WEC Residual Serial Correlation LM T...
FMull Hypothesis: no serial correlation ...
Date: 0511219 Time: 1702

Sample: 1990 2018

Included cbservations: 23

Lags LM-Stat Prob
b 20 84162 00134
2 20 . 26086 o.a154
3 9. 502110 0. 292>
4 5.904282 05471
5 10.52491 0.Z2023
5 4 IFEB3IEE 0. 8848
F F.OF3IBe05 05294
8 11 . 20722 0.Z518
9 T r42413 05503
10 5. 445141 0. 7azs
11 5.257a965 o.7F128
12 1. 765066 0.994 7

Probs from chi-sqguare with 9 df.

Eviews9zalin cilajda (a1 jaal)

2e Y gl sl dacaydll dis by digiee e YWY S o Badb Jeaall DA e

. No serial correlation a3 33 Lala))
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white: Luiladll axe jLad) -2-1

VEC Residual Heteroskedasticity Tests: Mo Cross Terms {only levels and squares)
Drate: 051219 Time: 16:47

Sample:; 1990 2018

Included observations: 23

Joint test:
Chi-sq df Frob.
134 5625 120 01718

Individual components:

Dependent R-squared F(20,2) Prob. Chi-sq(20) Prob.

res1*res- 0.993172 14 54655 0.0662 22 84297 0.2966
res2*res? 0.974628 3 841365 02266 22 41645 0.23183
res3*res3 0.989424 9 355750 01009 22 T56T6 0.2009
resz*res" 0.945516 1.769724 04229 21 7E987 0.3531
res3*res 0.988867 5.882678 0.1059 2274395 0.2015
res3*res2 0.967322 2.960157 0.2827 2224840 0.3272
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414.7 11.5 25,88 1991

544.45 11.5 31,66 1992
584.1 11.5 20,54 1993
675 15.00 29,04 1994
739 14 29,77 1995
848 13 18,67 1996
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1592.5 9.5 4,95 1998
1789.4 8.5 2,64 1999
2022.5 6 0,33 2000
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354.93 4.5 4,26 2003
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4070.4 4 1,38 2005
4827.6 4 2,31 2006
994.65 4 83,6 2007
955.96 4 4,86 2008
7173.1 4 45,7 2009
8162.8 4 91.3 2010
9929.2 4 4,52 2011
11013.3 4 98.8 2012
11941.5 4 3.26 2013
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DIMF | DM2 | OTR |
1990 287.8452 117854.9 110.2500
1991 6697744 171976.1 132.2500
1992 1002.356 206425.8 132.2500
1993 421.8916 341172.8 132.2500
1994 843.3216 455625.0 225.0000
1995 886.2529 546121.0 196.0000
1996 348.5689 719104.0 169.0000
1997 32.83290 1006812, 121.0000
1998 24 50250 2536056 90.2500
1999 6.969600 3201952, 72.2500
2000 0.108900 4090506, 36.0000
2001 17.80840 6118202. 36.0000
2002 1.988100 8418702, 30.2500
2003 18.14760 11255354 20.2500
2004 1568160 13280922 16.0000
2005 1.904400 16568156 16.0000
2006 5336100 23305722 16.0000
2007 1354240 35935229 16.0000
2008 2361960 48384545 16.0000
2009 32.04760 51453364 16.0000
2010 15.28810 66631304 16.0000
2011 2043040 98589013 16.0000
2012 79.03210 1.21E+08 16.0000
2013 10.62760 1.43E+08 16.0000
2014 8.526400 1.87E+08 16.0000
2015 23.04000 1.88E+08 16.0000
2016 40.96000 1.91E+08 16.0000
2017 31.24810 2 24E+08 14.0625
2018 20.52090 2 G4E+08 14.0625
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Auvgmented Dickey-Fuller Unit Root Test on D{LINF})
rull Hypothesis: D(LIMF) has a unit root
Exogenous: Constant
Lag Length: O (Automatic - based on SIC, maxlag=6)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -7.815426 0.0000
Test critical values: 1% lewvel -2.699871
1 5% lewvel -2 976263
10% level -2 627420
*Mackinnon (1995) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Crependent Variable: D{LIMNF.2)
Method: Least Squares
Drate: 05M0M19 Time: 15:41
Sample (adjusted): 1992 2018
E Included cobservations: 27 after adjustments
Wariable Coefficient Std. Error t-Statistic Frob.
D LIMNFC1 30 -1.412957 0. 180920 -7.815426 0. 00o0
L -0.081558 0153736 -0.530574 O.6004
R-squared 0709575 Mean dependent var -0.022427
| Adjusted R-squared 0.6979558 S.D. dependent var 1.451829
S.E. of regression 0. 797901 Akaike info criterion 2457522
Sum sauAaraed resic 15 91613 Schwars criterion 2 REASFINO

Trend and intercpt jLad) aladiuly LINFALLlW Baagll jas jLas) ailis :(9-2)J s

Augmented Dickey-Fuller Unit Root Test on DMLINF)

Mull Hypothesis: D(LIMNF) has a unit root
Exogenous: Constant, Linear Trend
Lag Length: O {(Automatic - based aon S1HCZ, maxlag=G6)}

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -7. 800785 0.0000
Test critical values: 1% level -4 339330
5% level -3.587527T
10% lewvel -3.229230
*Macklinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependaent Wariable: D{LIMNF, 2}
Method: Least Squares
Drate: 051019 Time: 15:48
Sample (adjusted): 1992 2018
Included cbservations: 27 after adjustmenis
Wariable Coefficient Std. Error t-Statistic Prob.
CHLIMFE(-13) -1.426685 0.182890 -7.800785 00000
= -0.32277F7 0337234 -0.957129 0.3480
@ETREMND(19907) 0.016046 0.019929 0.805125 0.4287
R-squared 0717212 Mean dependent var 00223427
Adjusted R-squared 0.5693642 =S.0D. dependent var 1.4512329
= E. of regression 0.803574 Akaike info criterion 2 504945

Sum squared resid 1549755 Schwarz criterion 2 548926
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Augmented Dickey-Fuller Unit Root Test on D{DLINF]

ull Hypothesis: D{DLIMF) has a unit root
¥ogenous: Mone
ag Length: 1 (Automatic - based on 3IC, maxlag=6)

t-Statistic Prob.*

Jgmented Dickey-Fuller test statistic -8.084445 0.0000
st critical values: 1% level -2.660720

5% level -1.955020

10% level -1.608070

lacKinnon (1996) one-sided p-values.

Jgmented Dickey-Fuller Test Equation
ependent Variable: D(DLINF,2)

ethod: Least Squares

ate: 061219 Time: 1605

ample (adjusted). 1994 2018

cluded observations: 25 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.

D(DLIMNF{-1)) -2.579319 0319047  -5.084445 0.0000

D(DLIMNF{-1),2) 0.536367 0174243 3078271 0.0053
-squared 0.887797 Mean dependentvar 0.022373
djusted R-squared 0.882919 3S.0D. dependentvar 27654489
E. of regression 0.946258 Akaike info criterion 2804016
um squared resid 2059431 Schwarz criterion 2901526
2 likelihood -33.05020 Hannan-Cuinn criter. 2.831081
urbin-VWatson stat 213129
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Auwgmented Dickey-Fuller Unit Root Test om D{LM2,2)

Hull Hypothesis: DMLMZ2 2) has a unit root
Excgenous: Constant
Lag Length: 2 (Automatic - based on SIC, maxlag=6)

t-Statistic Frob.*
Augmented Dickey-Fuller test statistic -2. 667072 00121
Test critical values: 1% level -2. 7529486
5% lewvel -2.9980654
10%a level -2 628752
*Mackinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: DLMZ,3)
Method: Least Squares
Date: 05M10/M19 Time: 16:12
Sample (adjusted): 1995 2018
Included ocobservations: 22 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
CLMZ2(-1),2) -2.878127 0. 784857 -2 667072 o.0018
CLMZ2(-13,3) 1.188761 0.633957 1.875143 00771
CHLMZ2(-2),3) 0.514935 0.431822 1192470 0.2486
CHLMZ2(-3),3) 0114481 0222960 0.5132457 0.6139
- -0 009091 o.021501 -0. 422808 06774

R-saqguared Q.F7F2680 Mean dependent var 0002420



Trend and intercpt Lad) aladiul LM2 dulad Basgll jaa JLad) gl :(12- 2) Je

""" ) el M. iy Nl bl B M Nl Mttt B M. sttt Ml Nttt M el Satsel) Rt |
byl Augmented Dickey Fuller Unit Root Test on D{LM2)
o Mull Hypothesis: DILM2) has a unit root
1 Exogenous: Constant, Linear Trend
- Lag Length: 2 (Automatic - based on S, maxlag=6)

t-Statistic ProoD.*

Augmented Dickey-Fuller test statistic -2.3B6863 007548

Test critical values: 1% level -4 374307
Tl 5% lewvel -3.603202
1 10% lewvel -2.238054
I *Mackinnon (1296) one-sided p-values.
>
1__ Augmented Dickey-Fuller Test Equation

Cependent Wariable: OLMZ2 2}

Method: Least Squares
A Crate: 05M10/M19 Time: 16:05

Sample (adjusted): 1994 2018

Included observations: 25 after adjustments
— Variable Coeflicient Std. Error t-Statistic Prob.
>

O LMZ0-13) -1.336307 0.294556 -3.386863 0.0029
D{LM2(-1),2) 0.336588 0.297 765 1.120381 02717

N D{LM2(-2),2) 0110168 0.2108932 0.522389 0.6071
1 C 0.290892 0.092346 3.150020 0.0050
ETREMND(129907) -0 006868 0.002887 -2.378948 0.0274

None jLii| e\.\ilul,t LM2 Baagll jaa i) @&(13—2)&9-\5

HAuwgmented Dickey-Fuller Unit Root Test on DMLR2,2)

Mull Hypothesis: D(LMZ2,2) has a unit root
Exogenous: Mone
Lag Length: 2 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*
Auvgmented Dickey-Fuller test statistic -4.997538 00000
Test critical values: 126 lewvel -Z2.664853
524 level -1.955681
10% lavel -1.508793
*Mackliinnon (19295 one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Wariable: D{LM2,3)
Method: Least Squares
Drate: 051019 Time: 16:14
Sample (adjusted):. 19295 2018
Included observations: 24 after adjustments
Wariable Coefficient Std. Error t-Statistic Frob.
CHLMZ2(-1)3,2) -2.491613 0.498568 -4.997538 00001
CHLM2(-1),3) 0.848307 0.358727 2 364766 00277
CHLMZ2(-2),3) 0.208841 0.1965832 1.571049 0.1211
R-squared 0761339 Mean dependent var -0.003031
Adjusted R-squared 0. 738609 S.D. dependent var 0.189409
S E. ofregression 0096838 Akaike info criterion -1. 715087
Sum squared resid 0.196929 Schwarz criterion -1.567831
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Augmented Dickey-Fuller Unit Root Test on D{DLTR)

HMull Hypothesis: DMDLTR) has a unit root
Exogenous. Constant

Lag Length: 1 {Automatic - based on SHZ, maxlag=5)

—-Statistic FProb. =
Avugmented Dickey-Fuller test statistic -5.23358512 o.000Z2
Test critical values: 1% lawvel -2 T3ITE53
5% lewvel -2 991878
10%% lewel -2 635542
*Macklinnon (1295) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependaent Variable: DM(DLTR,2)
Method: Least Sguares
Crate: 05M2M19 Time: 10:10
Sample (adjusted): 1995 2018
Included observations: 24 after adjustments
Wariable Coefficient Std. Error t-Statistic Frob.
D ODLTR-1)) -1. 279484 0258548 -5.335512 O 00O
DD LTR-1),2) 0381666 O 17a042 2121710 0. 0450

1%

=

Trend and intercp Lial aladiul LTR dudad Saagll jaa jLad) sl
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Auvngmented Dickey-Fuller Unit Root Test on D{DLTR)

rlull Hypothesis: DMDLTR) has a unit roat
Exogenous: Constant, Linear Trend
Lag Length: 1 {Automatic - based on SI1C, maxlag=G6)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -5.684233 0.0006
Test critical values: 1% level -4 394309
5% level -3.612199
10% level -3.243079
*MackKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Oependent Variable: D{OLTR,2)
Method: Least Squares
Crate: 05M12M19 Time: 10:14
Sample (adjusted); 1995 2018
Included observations: 24 after adjustments
Wariable Coefficient Std. Error t-Statistic Frob.
DHODLTR-1)) -1.437320 0252861 -5 684233 00000
DUIODLTR-13,2) 0421062 01750432 2. 405476 00259
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Auvgmented Dickey-Fuller Unit Root Test on DMDLTR)
n Mull Hypothesis: CMDLTR)Y has a unit root
L Exogenous: Mone
r Lag Length: 1 {Automatic - based on S, maxlag=6)
F t-Statistic Prob.™
=2
Augmented Dickey-Fuller test statistic 5. 2390867 00000
- Test critical walues: 1%5 level -2 664853
o 5% laevel -1.955681
=l 10% level -1.6808793
*MackKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Wariable: DHMDLTR,Z2)
Method: Least Squares
Date: 05M12/M19 Time: 10:15
Sample (adjusted): 1995 2018
Included cbservations: 24 after adjustmeants
m
= VWariable Coefficient Std. Error t-Statistic Prol.
D{DLTR-1)) -1.2732801 0.2542329 -5 390867 00000
DL TR-1),2) 0378389 0 17E506 2 143768 00434

uaulil‘ ¢ "QaLd‘
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Date: 051219 Time: 14:47

Sample (adjusted). 1996 2018

Included cbservations: 23 after adjustments
Trend assumption: Linear deterministic trend
Series: DLINF DLM2 DLTR

Lags interval {in first differences). 110 3

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo. of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone * 0.545785 3216226 2979707 0.0262
At most 1 0.399592 14.01103 15.49471 0.0826
At most 2 0.094234 2 277669 3.841468 0.1312

Trace test indicates 1 cointegrating eqnis) at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
MacKinnon-Haug-Michelis (1929) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Mo. of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone 0.545785 18.15123 21.13162 0.1243
At most 1 0.399592 11.73336 1426460 0.1211
At most 2 0.094284 2 277669 3.841466 0.1312

Max-eigenvalue test indicates no cointegration atthe 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) pvalues

Unrestricted Cointegrating Coefficients (normalized by b™*S511%b=l):

DLINF DLM2 DLTR
-4 847378 1.704699 4563213

Johansen Cointegration Test
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Vector Autoregression Estimates

Vector Autoregression Estimates

Date: 05/12/19 Time: 13:52

Sample (adjusted). 1995 2018

Included observations: 24 after adjustments
Standard errors in [ ) & t-statistics in []

DLINF DLM2 DLTR
DLINF(-1) -0.627025  -0.067579 0.035155
(0.22305)  (0.02760)  (0.02832)
[2.81108]  [-2.44828]  [1.24129]
DLINF(-2) -0.252152  -0.015309  -0.010563
{0.29375)  (0.03635)  (0.03730)
[-0.85840]  [-0.42362]  [-0.28320]
DLINF(-3) -0.059337 0.005865 0.018817

(0.24360) (0.03013) (0.03093)
[-0.24358] [0.19457] [0.61161]

DLM2(-1) 1479163 0973295  -0.256785
(2.02223)  (0.25025)  (0.25677)
-0.73145]  [3.88932]  [-1.00008]

DLMZ(-2) -1.707964 -0.820587 -0.111542

(2.16424) (0.26782) (0.27480)

[-0.78918] [-3.06393] [-0.40591]

DLMZ(-3) 1.504606 0.458492 0.096686

(2.12358) (0.262793) (0.26964)

[0.70852] [1.74470] [0.35858]

DLTR(-1) 0.844504 -0.109379 0.792944

(1.48829) (0.18417) (0.18897)

[ 0.56743] [-0.593889] [4.19610]

DLTR(-2) 1.568264 -0.051810 -0.474931

(1.88544) (0.23332) (0.23940)

10.831771  -0.2220581  1-1.98385]

DLTR(-3) -3.506702 0.118805 0.208914

(1.37360) (0.16998) (0.17441)

[-2.55294] [0.69803] [1.19785]

c 0.214876 0.089208 0.017446

(0.69370) (0.08584) (0.08808)

[0.30975] [1.03919] [0.19807]

R-squared 0542927 0697760 0.754660

Adj. R-sguared 0.249094 0.503463 0.596941

Sum sq. resids 8.625052 0.132082 0.139052

S.E. equation 0.784905 0.097131 0.099661

F-statistic 1.847740 3.591197 4784844

Laog likelihood -21.77393 28.37412 2775702

Akaike AIC 2647828 -1.531176 -1.479752

Schwarz SC 3.138683 -1.040321 -0.988896

Mean dependent -0.077415 0267731 -0.104454

5.0. dependent 0.905783 0.137842 0155978
Dieterminant resid covariance (dof adj.) 4. 39E-05
Determinant resid covariance 8.T1E-06
Log likelihood 37.65034
Akaike information criterion -0.637529
Schwarz criterion 0.835039

&Ld\ aalal)
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Vanance Decomposition
Vanance Decomposition of DLINF.
Perod SE DLINF DLM2 DLTR
1 0.784905 1000000 0.000000  0.000000
2 0934517 9659000 2778760 0631242
3 1.018440 87.77473 0086594  3.138677
4 1.052452 8222234 9222970 8554687
5 1072857 82 39600 9314733 8288366
6 1076016 8243168 9290917 8277404
7 1086463 81.74267 9.196120 9.061207
8 1086819  81.73242 9199577  9.068006
9 1088745 8156770 9387601  9.044696

10 1089955 8154735 0424020 9028634
1" 1.090085  81.52809  0.445449  9.026461
12 1090230 8151763 9443558  9.038806
13 1090459 8148375 0455028  9.060218
14 1090611 8146459 9453533 9081873
15 1090708 8145307 9461672 9085258
18 1090741 8144044 0464094  9.086464
17 1090812 8144428 9466270 9089455
18 1000833 8144166 0460189  9.092151
19 1090867 8143748 0469678 9092839
20 1090885 8143513 9469875 9004009
21 1090899 8143337 0471147  9.005480
22 1090907 8143225 9471276  9.096479
23 1000917 8143110 0471909  9.006906
24 1090923 8143041 9471991 9097596
25 1090828 8142984 9472444 9097714
26 1.090931 8142039 0472535  9.098075
27 1090934 8142910 9472753 9098144
28 1090935 8142882 0472793 9008383

. Vanance Decomposition of DLM2:
Period SE. DLINF DLM2 DLTR

1 0097131 2364893  97.63511  0.000000
2 0143062 1025650 8929156 0451933
3 0.154535 1651323  B80.14535 3341404
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Evaluation of the Effectiveness of Inflation Targeting Policy in Algeria 1990-2018
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Abstract:

The aim of this study the effectiveness of inflation targeting policy through some of the monetary policy
instruments adopted by the Bank of Algeria during the period 1990-2018. The most important indicator of the
effectiveness of this policy is that the central bank seeks to achieve the sole objective of general price stability.
Inflation targeting is based on the control of inflation rates. Thus, the study measured the impact based on a
model that includes three variables: the rate of re—deduction, the rate of inflation and the monetary mass. This
was during the period 1990-2018 based on the VAR model. Recurrence rate This is the result of the absence of
the appropriate conditions, namely. the granting of independence to the Central Bank. In addition, the monetary
policy adopted in Algeria has a role in controlling inflation rates. This was relative to the fact that inflation in
Algeria is not monetary inflation, but due to structural reasons such as the impact of the parallel market and

external factors such as imported inflation.

Keywords: inflation targeting policy, monetary policy, inflation, price stability, central bank



