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Summary of the study:

Our study aims to find out what the effectiveness of monetary policy in addressing the
imbalance of payments in Algeria, and for the purpose of that it was noted to a brief overview
about monetary policy, the balance of payments and the relationship between both of them.
The model of the vector self-regression tests VAR had been applied relying on three
economic variables reflect the problem and the variables affecting it, these three variables are:
the exchange rate, the discount rate and the money supply in Algeria during the period
between 1990-2011.

The tests results confirmed the absence of a co-integration relationship between the
variables what means the absence of the long-term relationship between the stable variables of
the same degree while tests confirmed the existence of the short term relationship between
variables where it appeared the direct effect of the exchange rate on the balance of payments,
as is the case for rate discount while the money supply is excluded for no direct causal
relationship between it and the balance of payments, the reaction tests confirmed the existence
of the variables effect on the balance of payments, the exchange rate firstly, the discount rate
Secondly, and finally the money supply, and so arranged as degree of impact.

We can also say that monetary policy played a role in addressing the imbalance of
payments balance even | it was proportional and that was due to the Algerian economy's
dependence on a single source of export, and the weakness of the monetary policy
effectiveness in developing countries in general.

Keywords: monetary policy, payments balance, exchange rate, money supply, the rediscount
rate.
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Null Hypothesis: BP has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag =0)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -1.841329 0.3516
Test critical values: 1% level -3.788030
5% level -3.012363
10% level -2.646119
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(BP)
Method: Least Squares
Date: 06/01/13 Time: 11:50
Sample (adjusted): 1991 2011
Included observations: 21 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
BP(-1) -0.326011 0.177052  -1.841329 0.0812
C 3.127608 2.265689 1.380422 0.1835
R-squared 0.151426 Mean dependent var 0.915238
Adjusted R-squared 0.106764 S.D. dependent var 9.313728
S.E. of regression 8.802514  Akaike info criterion 7.278345
Sum squared resid 1472.201 Schwarz criterion 7.377823
Log likelihood -74.42262 Hannan-Quinn criter. 7.299934
F-statistic 3.390493 Durbin-Watson stat 2.159784

Prob(F-statistic) 0.081242
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Null Hypothesis: D(BP) has a unit root
Exogenous: Constant
Lag Length: O (Automatic - based on SIC, maxlag=0)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -5.662735 0.0002
Test critical values: 1% level -3.808546
5% level -3.020686
10% level -2.650413
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(BP,2)
Method: Least Squares
Date: 06/01/13 Time: 11:53
Sample (adjusted): 1992 2011
Included observations: 20 after adjustments
Variable Coefficient ~ Std. Error t-Statistic Prob.
D(BP(-1)) -1.284907 0.226906  -5.662735 0.0000
C 1.184415 2.110424 0.561221 0.5816
R-squared 0.640479 Mean dependent var 0.253500
Adjusted R-squared 0.620505 S.D. dependent var 15.27426
S.E. of regression 9.409424  Akaike info criterion 7.415940
Sum squared resid 1593.671 Schwarz criterion 7.515513
Log likelihood -72.15940 Hannan-Quinn criter. 7.435378
F-statistic 32.06657 Durbin-Watson stat 2.197376

Prob(F-statistic) 0.000023
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Null Hypothesis: DR has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=0)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -0.479230 0.8770
Test critical values: 1% level -3.788030
5% level -3.012363
10% level -2.646119
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(DR)
Method: Least Squares
Date: 06/01/13 Time: 11:55
Sample (adjusted): 1991 2011
Included observations: 21 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
DR(-1) -0.032258 0.067312  -0.479230 0.6372
C -0.053763 0.591438  -0.090903 0.9285
R-squared 0.011943 Mean dependent var -0.309524
Adjusted R-squared -0.040060 S.D. dependent var 1.145384
S.E. of regression 1.168101 Akaike info criterion 3.239028
Sum squared resid 25.92473  Schwarz criterion 3.338507
Log likelihood -32.00980 Hannan-Quinn criter. 3.260618
F-statistic 0.229662 Durbin-Watson stat 1.455717

Prob(F-statistic) 0.637244
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Null Hypothesis: D(DR) has a unit root
Exogenous: Constant
Lag Length: O (Automatic - based on SIC, maxlag=0)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -3.505961 0.0189
Test critical values: 1% level -3.808546
5% level -3.020686
10% level -2.650413
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(DR,2)
Method: Least Squares
Date: 06/01/13 Time: 11:56
Sample (adjusted): 1992 2011
Included observations: 20 after adjustments
Variable Coefficient ~ Std. Error t-Statistic Prob.
D(DR(-1)) -0.777618 0.221799  -3.505961 0.0025
C -0.302726 0.263605  -1.148407 0.2658
R-squared 0.405779 Mean dependent var -0.050000
Adjusted R-squared 0.372767 S.D. dependent var 1.431782
S.E. of regression 1.133944 Akaike info criterion 3.183920
Sum squared resid 23.14491 Schwarz criterion 3.283493
Log likelihood -29.83920 Hannan-Quinn criter. 3.203357
F-statistic 12.29176 Durbin-Watson stat 2.071057

Prob(F-statistic) 0.002523
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Null Hypothesis: ER has a unit root
Exogenous: Constant

Lag Length: O (Automatic - based on SIC, maxlag=0)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.981688 0.0531
Test critical values: 1% level -3.788030
5% level -3.012363
10% level -2.646119
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(ER)
Method: Least Squares
Date: 06/01/13 Time: 11:56
Sample (adjusted): 1991 2011
Included observations: 21 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
ER(-1) -0.137852 0.046233  -2.981688 0.0077
C 11.00884 2.865840 3.841399 0.0011
R-squared 0.318764 Mean dependent var 2.978095
Adjusted R-squared 0.282909 S.D. dependent var 5.299142
S.E. of regression 4.487378 Akaike info criterion 5.930807
Sum squared resid 382.5947 Schwarz criterion 6.030285
Log likelihood -60.27347 Hannan-Quinn criter. 5.952396
F-statistic 8.890463 Durbin-Watson stat 1.611677

Prob(F-statistic) 0.007666
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Null Hypothesis: D(ER) has a unit root

Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=0)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.894761 0.0637
Test critical values: 1% level -3.808546
5% level -3.020686
10% level -2.650413
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(ER,2)
Method: Least Squares
Date: 06/01/13 Time: 12:01
Sample (adjusted): 1992 2011
Included observations: 20 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
D(ER(-1)) -0.632597 0.218532  -2.894761 0.0097
C 1.719051 1.335375 1.287316 0.2143
R-squared 0.317656 Mean dependent var -0.226500
Adjusted R-squared 0.279748 S.D. dependent var 6.080595
S.E. of regression 5.160460 Akaike info criterion 6.214568
Sum squared resid 479.3463 Schwarz criterion 6.314141
Log likelihood -60.14568 Hannan-Quinn criter. 6.234006
F-statistic 8.379642 Durbin-Watson stat 1.989773

Prob(F-statistic) 0.009654
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Null Hypothesis: M has a unit root

Exogenous: Constant
Lag Length: O (Automatic - based on SIC, maxlag=0)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic 6.130114 1.0000
Test critical values: 1% level -3.788030
5% level -3.012363
10% level -2.646119
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(M)
Method: Least Squares
Date: 06/01/13 Time: 12:03
Sample (adjusted): 1991 2011
Included observations: 21 after adjustments
Variable Coefficient ~ Std. Error t-Statistic Prob.
M(-1) 0.142724 0.023282 6.130114 0.0000
C 45.27878 87.59353 0.516919 0.6112
R-squared 0.664182 Mean dependent var 456.4810
Adjusted R-squared 0.646508 S.D. dependent var 434.1669
S.E. of regression 258.1349 Akaike info criterion 14.03523
Sum squared resid 1266039. Schwarz criterion 14.13471
Log likelihood -145.3700 Hannan-Quinn criter. 14.05682
F-statistic 37.57830 Durbin-Watson stat 1.836641

Prob(F-statistic) 0.000007
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Pairwise Granger Causality Tests
Date: 06/01/13 Time: 12:46

Sample: 1990 2011
Lags: 2

LA B ) L) =5

Null Hypothesis: Obs F-Statistic Prob.
M does not Granger Cause BP 20 2.24263 0.1406
BP does not Granger Cause M 2.33782 0.1307
ER does not Granger Cause BP 20 2.93965 0.0837
BP does not Granger Cause E 0.03403 0.9666
DR does not Granger Cause BP 20 3.16849 0.0712
BP does not Granger Cause DR 0.08666 0.9174
ER does not Granger Cause M 20 0.19183 0.8274
M does not Granger Cause ER 0.11239 0.8944
DR does not Granger Cause M 20 0.08362 0.9202
M does not Granger Cause DR 0.05158 0.9499
DR does not Granger Cause ER 20 0.05369 0.9479
ER does not Granger Cause DR 6.34787 0.0101

51



I A el K st =6

Varian
ce
Decom
positio
n of
BP:
Period S.E. BP M DR ER
1 8.423277 100.0000 0.000000 0.000000 0.000000
2 9.342237 84.27679 3.203197 0.074780 12.44524
3 9.527104 82.69323 3.417930 0.979201 12.90964
4 9.615734 81.30483 3.652858 1.105923 13.93639
5 9.720410 79.85799 3.731844 1.084903 15.32526
6 9.806455 78.47556 4.442422 1.093522 15.98850
7 9.912235 76.99023 5.235336 1.111065 16.66337
8 10.05175 75.09416 6.272860 1.153492 17.47949
9 10.21647 72.81110 7.991061 1.208481 17.98936
10 10.40814 70.24023 10.55173 1.232573 17.97547
Varian
ce
Decom
positio
n of M:
Period S.E. BP M DR ER
1 284.1256 34.92406 65.07594 0.000000 0.000000
2 451.5606 19.00681 78.64775 0.796173 1.549271
3 583.7114 11.38281 85.76561 1.640301 1.211271
4 723.6126 7.408195 89.87457 1.860538 0.856699
5 895.7892 4.878361 92.73849 1.706470 0.676683
6 1101.914 3.260768 94.72936 1.539721 0.470151
7 1340.744 2.214909 96.01495 1.452427 0.317716
8 1618.271 1.532789 96.81851 1.424553 0.224149
9 1944.307 1.085039 97.29397 1.437749 0.183245
10 2328.684 0.790697 97.53228 1.485568 0.191456
Varian
ce
Decom
positio
n of
DR:
Period S.E. BP M DR ER
1 1.039831 6.317172 2.767322 90.91551 0.000000
2 1.241501 6.005347 3.147190 84.97548 5.871979
3 1.364093 5.070672 2.747509 73.52731 18.65450
4 1.504357 4.470980 2.305789 60.48339 32.73984
5 1.672214 4.724503 2.271935 49.41562 43.58794
6 1.845402 5.349215 2.834977 41.73897 50.07683
7 2.002700 5.980983 4.059746 36.88249 53.07678
8 2.135174 6.500866 5.952763 33.79003 53.75635
9 2.243561 6.843906 8.543769 31.64111 52.97122
10 2.334363 6.969618 11.91319 29.90125 51.21594
Varian
ce
Decom
positio
n of
ER:
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Period S.E. BP M DR ER
1 5.439392 4,185288 3.404262 33.72647 58.68398
2 7.772219 4,952035 1.845651 31.03662 62.16570
3 9.298378 5.680725 2.299964 28.66372 63.35559
4 10.39824 6.904615 3.431493 27.04217 62.62172
5 11.19691 7.828238 4,922098 25.92731 61.32235
6 11.76031 8.278409 6.962044 25.14663 59.61291
7 12.16596 8.414644 9.645328 24.42963 57.51040
8 12.49461 8.336286 12.96393 23.58948 55.11031
9 12.81662 8.071056 16.92023 22.54847 52.46024
10 13.19251 7.651429 21.53765 21.29020 49.52072
Chole
sky
Orderi
ng: BP
M DR
ER
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Varian
ce
Decom
positio
n of
BP:
Period S.E. BP DR ER M
1 8.423277 100.0000 0.000000 0.000000 0.000000
2 9.342237 84.27679 0.001460 15.48952 0.232237
3 9.527104 82.69323 1.079355 15.48751 0.739903
4 9.615734 81.30483 1.279030 16.68676 0.729381
5 9.720410 79.85799 1.265806 17.51207 1.364135
6 9.806455 78.47556 1.342893 17.58573 2.595816
7 9.912235 76.99023 1.444539 17.61834 3.946893
8 10.05175 75.09416 1.610027 17.63192 5.663897
9 10.21647 72.81110 1.846568 17.33586 8.006466
10 10.40814 70.24023 2.078953 16.74087 10.93995
Varian
ce
Decom
positio
n of
DR:
Period S.E. BP DR ER M
1 1.039831 6.317172 93.68283 0.000000 0.000000
2 1.241501 6.005347 88.03829 5.639000 0.317361
3 1.364093 5.070672 76.20072 16.97660 1.752006
4 1.504357 4.470980 62.66983 28.64298 4.216217
5 1.672214 4.724503 51.33055 36.90277 7.042178
6 1.845402 5.349215 43.66523 41.03987 9.945683
7 2.002700 5.980983 39.04709 42.05031 12.92161
8 2.135174 6.500866 36.33042 41.14949 16.01922
9 2.243561 6.843906 34.61671 39.22833 19.31105
10 2.334363 6.969618 33.30615 36.85388 22.87036
Varian
ce
Decom
positio
n of
ER:
Period S.E. BP DR ER M
1 5.439392 4.185288 29.20237 66.61234 0.000000
2 7.772219 4.952035 28.94195 62.97220 3.133820
3 9.298378 5.680725 27.92316 60.03217 6.363951
4 10.39824 6.904615 27.24277 56.63311 9.219500
5 11.19691 7.828238 26.84707 53.50006 11.82463
6 11.76031 8.278409 26.69220 50.51825 14.51114
7 12.16596 8.414644 26.51832 47.71904 17.34800
8 12.49461 8.336286 26.10292 45,25033 20.31047
9 12.81662 8.071056 25.33053 43.19430 23.40412
10 13.19251 7.651429 24.15335 41.53749 26.65772
Varian
ce
Decom
positio
n of M:
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Period S.E. BP DR ER M
1 284.1256 34.92406 1.922296 7.516700 55.63694
2 451.5606 19.00681 0.898575 16.61202 63.48260
3 583.7114 11.38281 0.537803 17.11576 70.96362
4 723.6126 7.408195 0.365773 14.34419 77.88184
5 895.7892 4.878361 0.336178 12.26387 82.52159
6 1101.914 3.260768 0.352926 11.56901 84.81729
7 1340.744 2.214909 0.354024 11.61774 85.81333
8 1618.271 1.532789 0.339982 11.98041 86.14682
9 1944.307 1.085039 0.315821 12.56444 86.03470
10 2328.684 0.790697 0.283627 13.29803 85.62765
Chole
sky
Orderi
ng: BP
DR ER
M
Varian
ce
Decom
positio
n of
BP:
Period S.E. BP DR M ER
1 8.423277 100.0000 0.000000 0.000000 0.000000
2 9.342237 84.27679 0.001460 3.276516 12.44524
3 9.527104 82.69323 1.079355 3.317776 12.90964
4 9.615734 81.30483 1.279030 3.479751 13.93639
5 9.720410 79.85799 1.265806 3.550941 15.32526
6 9.806455 78.47556 1.342893 4,193051 15.98850
7 9.912235 76.99023 1.444539 4.901862 16.66337
8 10.05175 75.09416 1.610027 5.816326 17.47949
9 10.21647 72.81110 1.846568 7.352974 17.98936
10 10.40814 70.24023 2.078953 9.705349 17.97547
Varian
ce
Decom
positio
n of
DR:
Period S.E. BP DR M ER
1 1.039831 6.317172 93.68283 0.000000 0.000000
2 1.241501 6.005347 88.03829 0.084383 5.871979
3 1.364093 5.070672 76.20072 0.074103 18.65450
4 1.504357 4.470980 62.66983 0.119353 32.73984
5 1.672214 4.724503 51.33055 0.357007 43.58794
6 1.845402 5.349215 43.66523 0.908725 50.07683
7 2.002700 5.980983 39.04709 1.895140 53.07678
8 2.135174 6.500866 36.33042 3.412365 53.75635
9 2.243561 6.843906 34.61671 5.568166 52.97122
10 2.334363 6.969618 33.30615 8.508296 51.21594
Varian
ce
Decom
positio
n of M:
Period S.E. BP DR M ER
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1 284.1256 34.92406 1.922296 63.15364 0.000000
2 451.5606 19.00681 0.898575 78.54535 1.549271
3 583.7114 11.38281 0.537803 86.86811 1.211271
4 723.6126 7.408195 0.365773 91.36933 0.856699
5 895.7892 4.878361 0.336178 94.10878 0.676683
6 1101.914 3.260768 0.352926 95.91615 0.470151
7 1340.744 2.214909 0.354024 97.11335 0.317716
8 1618.271 1.532789 0.339982 97.90308 0.224149
9 1944.307 1.085039 0.315821 98.41589 0.183245
10 2328.684 0.790697 0.283627 98.73422 0.191456
Varian
ce
Decom
positio
n of
ER:
Period S.E. BP DR M ER
1 5.439392 4.185288 29.20237 7.928363 58.68398
2 7.772219 4.952035 28.94195 3.940321 62.16570
3 9.298378 5.680725 27.92316 3.040523 63.35559
4 10.39824 6.904615 27.24277 3.230892 62.62172
5 11.19691 7.828238 26.84707 4.002346 61.32235
6 11.76031 8.278409 26.69220 5.416477 59.61291
7 12.16596 8.414644 26.51832 7.556632 57.51040
8 12.49461 8.336286 26.10292 10.45049 55.11031
9 12.81662 8.071056 25.33053 14.13817 52.46024
10 13.19251 7.651429 24.15335 18.67450 49.52072
Chole
sky
Orderi
ng: BP
DR M
ER
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