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Summary;
This study aims to shed light on the independence of central banks and their

role in enhancing the effectiveness of monetary policy and maintaining price
stability, in order to achieve the desired goals the impact on macroeconomic
variables. With the (CWN) standard and the macroeconomic indicators
represented in: inflation, economic growth, unemployment and the exchange rate
for the period (1990-2020), and we reached a set of results, the most important of
which were: The first law that established the independence of the Bank of Algeria
is Law 9-10, and that The independence of the Bank of Algeria has been affected
by the amendments to the monetary and credit laws, Law 17-10 struck the
independence and credibility of the Bank of Algeria, which was confirmed by its
lack of political independence, while its operational independence was enhanced,
embodied in its ability to absorb liquidity surpluses and its success in fighting
inflation.

As for the standard results, we find that there is no relationship between the
independence of the Bank of Algeria and these variables.
Keywords: Independence, Central bank, Monetary policy, Monetary and loan
law, Price stability
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VAR Lag Order Selection Criteria
Endogenous variables: CWN INF GROW UNP EXCH SB
Exogenous variables: C
Date: 12/20/21 Time: 23:00
Sample: 1990 2020
Included observations: 29

Lag LogL LR FPE AIC SC HQ
0 -462.7316 NA 4409267. 32.32632 32.60921 32.41491
1 -323.0130 211.9869* 3656.829* 25.17331* 27.15353*  25.79349*
2 -295.3835 30.48768 9269.626 25.75059 29.42814 26.90235

* 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
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dndia 2011 ¢o228) LSAL slas fe -~ (JOhansen 1988 ) ~sl ¢ LV s plalls
:(303
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Al LS obMe 3 coldl Al Oldy LSl 3 il oY1 Ol A
Aradl S SBle 3 culdl adl sgagy LSl @ b oY OLe Lo
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Al S cbde @ caldl a5 LSl (3 bl o2l sgay
Aral) Sl odle @ g el @ ot o2l sgg
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Date: 12/20/21 Time: 23:03
Sample: 1990 2020
Included observations: 29
Series: CWN INF GROW UNP EXCH SB
Lagsinterval: 1to 1

Selected (0.05 level*) Number of Cointegrating Relations by Model

Data Trend: None None Linear Linear Quadratic
Test Type  No Intercept Intercept Intercept Intercept Intercept
No Trend No Trend No Trend Trend Trend
Trace 2 2 2 3 2
Max-Eig 2 2 2 2 2

*Critical values based on MacKinnon-Haug-Michelis (1999)

Information Criteria by Rank and Model
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Data Trend: None None Linear Linear Quadratic
Rank or No Intercept Intercept Intercept Intercept Intercept
No. of CEs No Trend No Trend No Trend Trend Trend

Schwarz Criteria by Rank (rows) and Model (columns)

31.17437 31.17437 31.34929 31.34929 31.49716
30.18985 29.31876 29.44303 28.95620 29.18690
30.52709 29.43342 29.44316 28.89771* 29.01567
31.42677 30.13595 30.03606 29.45598 29.50484
32.47917 31.15500 31.08849 30.18723 30.18405
33.63958 32.33170 32.21958 31.43431 31.33587
35.02542 33.60823 33.60823 32.72771 32.72771

OO0, WN P O

Eviews12 @bf. ol 2yl
rolball 3 ot pladl oY1 sgag e e ol )l 235ad) W SChWArZ  jlns s
Arall Lol obe @ g Joddt (3 ol ol EY) sy (6

VECM a3 momsas z3gé puds CIWI ¢ 31

J..a;gx.\\ Cﬁu\ BasL O}A»Ju}z- _‘3]“\.&.\\ Jﬁ&ﬁ\ )L;;,_b rj_a_, w‘«'l‘ L”;L\Q-Y\ Gﬁ}»ﬂ\ )Lf&-i s
I i S gl 12 jnde) ey S5 e Lade

Osmilager dall LSl jlasi::(4-4) o8y Jgud!
Date: 12/20/21 Time: 23:06
Sample (adjusted): 1992 2020
Included observations: 29 after adjustments
Trend assumption: Linear deterministic trend (restricted)
Series: CWN INF GROW UNP EXCH SB
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.979810 222.6747 117.7082 0.0000
At most 1 * 0.791531 109.5004 88.80380 0.0008
At most 2 * 0.613727 64.02936 63.87610 0.0485
At most 3 0.540780 36.44424 42.91525 0.1905
At most 4 0.230791 13.87569 25.87211 0.6678
At most 5 0.194328 6.266289 12.51798 0.4272

Trace test indicates 3 cointegrating eqn(s) at the 0.05 level
* Denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.979810 113.1744 44.49720 0.0000
At most 1 * 0.791531 45.47103 38.33101 0.0064
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At most 2
At most 3
At most 4
At most 5

0.613727 27.58512
0.540780 22.56855
0.230791 7.609402
0.194328 6.266289

32.11832
25.82321
19.38704
12.51798

0.1620
0.1270
0.8550
0.4272

Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

oY I 3 %0 5 Y5 (s5me e an b1 8 e ST M TaCE OF Lmd Jpudk) I35 e
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e Sgmy el )las V) medlp o iy LyVI I (390 5 AV (sgtees i d b ) O
dazs Y BT T colad) Y1 alsh 35515 e sea e Juy Wiy el on Srall Sl
sliie S5l elsy ot oyl Gl 3 and) Lpdam 0 1S

LSl B e B gy ) 23gedl T sl anys LS VECM 356 05 adey

Vector Error Correction Estimates
Date: 20/12/21 Time: 23:08
Sample (adjusted): 1992 2020
Included observations: 29 after adjustments
Standard errors in () & t-statistics in [ ]

REFERAC
sl ks s 1(5-4) by Jyi

Cointegrating Eq: CointEql
CWN(-1) 1.000000
INF(-1) -0.320333
(0.10826)

[-2.95885]

GROW(-1) -2.727937
(0.42709)

[-6.38726]

UNP(-1) -1.655305
(0.29636)

[-5.58553]

EXCH(-1) 0.778475
(0.11018)
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[ 7.06545]
SB(-1) -16.64076
(0.82869)
[-20.0808]
@TREND(90) -3.996097
(0.51660)
[-7.73532]
C 117.4176
Error Correction: D(CWN) D(INF) D(GROW) D(UNP) D(EXCH) D(SB)
CointEql -0.009185 -0.044243 -0.012292 0.044876 -0.074556 0.056666
(0.05257) (0.05841) (0.03237) (0.02704) (0.08197) (0.00334)
[-0.17473] [-0.75744] [-0.37973] [ 1.65965] [-0.90956] [ 16.9869]
D(CWN(-1)) -0.071413 0.278078 -0.034189 0.011637 0.116642 -0.010566
(0.24144) (0.26830) (0.14869) (0.12420) (0.37650) (0.01532)
[-0.29578] [ 1.03646] [-0.22994] [ 0.09370] [ 0.30980] [-0.68955]
D(INF(-1)) 0.008173 0.098565 0.074504 0.028489 -0.046386 -0.000826
(0.16635) (0.18485) (0.10244) (0.08557) (0.25941) (0.01056)
[ 0.04913] [ 0.53320] [0.72727] [ 0.33293] [-0.17882] [-0.07826]
D(GROW(-1)) 0.243532 -1.048449 -0.465220 -0.502264 -0.572910 0.087671
(0.46602) (0.51785) (0.28698) (0.23972) (0.72670) (0.02957)
[ 0.52258] [-2.02463] [-1.62107] [-2.09525] [-0.78837] [ 2.96444]
D(UNP(-1)) -0.217157 0.656802 -0.055279 0.382712 1.046903 -0.010331
(0.40979) (0.45537) (0.25236) (0.21079) (0.63902) (0.02601)
[-0.52992] [1.44236] [-0.21905] [1.81559] [ 1.63830] [-0.39725]
D(EXCH(-1)) -0.045393 -0.175359 0.117063 0.039927 0.214272 -0.019080
(0.15474) (0.17195) (0.09529) (0.07959) (0.24129) (0.00982)
[-0.29336] [-1.01985] [ 1.22849] [ 0.50163] [ 0.88802] [-1.94299]
D(SB(-1)) -0.164060 -1.463747 -0.355932 0.476358 -0.739604 -0.018398
(0.61974) (0.68866) (0.38165) (0.31879) (0.96640) (0.03933)
[-0.26473] [-2.12549] [-0.93262] [ 1.49429] [-0.76532] [-0.46781]
C 0.208424 0.075604 -0.550255 -0.296648 3.368565 0.291463
(0.95520) (1.06144) (0.58823) (0.49135) (1.48952) (0.06062)
[ 0.21820] [ 0.07123] [-0.93544] [-0.60374] [ 2.26150] [ 4.80815]
R-squared  0.039037 0.408092 0.319407 0.452949 0.218423 0.973660
Adj. R-squared -0.281284 0.210790 0.092542 0.270598 -0.042103 0.964880
Sum sq. resids 299.4976 369.8233 113.5804 79.24657 728.2794 1.206186
S.E. equation 3.776479 4.196502 2.325637 1.942587 5.888970 0.239661
F-statistic 0.121869 2.068359 1.407918 2.483947 0.838392 110.8955
Log likelihood -75.00397 -78.06229 -60.94483 -55.72561 -87.88836 4.958360
Akaike AIC  5.724412 5.935331 4.754816 4.394869 6.612990 0.209768
Schwarz SC 6.101597 6.312516 5.132001 4.772055 6.990175 0.586953
Mean dependent  0.087586 -0.809186 -0.134483 -0.267931 3.919211 0.221913
S.D. dependent 3.336295 4.723796 2.441343 2.274559 5.768780 1.278853

Determinant resid covariance (dof adj.)  1771.047
Determinant resid covariance 255.3629

Log likelihood -327.2642

Akaike information criterion 26.36305
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Schwarz criterion 28.95620
Number of coefficients 55
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Inverse Roots of AR Characteristic Polynomial
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VEC Residual Normality Tests

Orthogonalization: Cholesky (Lutkepohl)

Null Hypothesis: Residuals are multivariate normal
Date: 12/20/21 Time: 23:25

Sample: 1990 2020

Included observations: 29
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Component Jarque-Bera df Prob.
1 26.86334 2 0.0000
2 1.279008 2 0.5276
3 5.592324 2 0.0610
4 0.341415 2 0.8431
5 0.708073 2 0.7018
6 1.811419 2 0.4043
Joint 36.59558 12 0.0003

*Approximate p-values do not account for coefficient
Estimation

Eviews12 gl ol 21 yoaall
Byget] Aol OF iz ate 5 Y05 Lgian (Sstme o pST ALY 2l OF el JSC2U 0 Lol
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LM Test ols30 gl bloYl sl s 1 7.4) @8y Jgud)
VEC Residual Serial Correlation LM Tests
Date: 12/20/21 Time: 23:26

Sample: 1990 2020
Included observations: 29

Null hypothesis: No serial correlation at lag h

Lag LRE* stat df Prob. Rao F-stat Df Prob.
1 33.24926 36 0.6001  0.889007 (36, 46.7) 0.6399
2 40.09931 36 0.2933  1.137237 (36, 46.7) 0.3365

*Edgeworth expansion corrected likelihood ratio statistic.
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VEC Residual Heteroskedasticity Tests (Levels and Squares)
Date: 12/20/21 Time: 23:27

Sample: 1990 2020

Included observations: 29

Joint test:

Chi-sq Df Prob.
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291.2753 294 0.5339
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D(CWN) = -0.00918*CWN(-1) - 0.32033*INF(-1) - 2.7279*GROW(-1) - 1.6553*UNP(-1)
+ 0.7784*EXCH(-1) - 16.6407*SB(-1) - 3.9960* @ TREND(90) + 117.4176
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D(CWN) = -0.00918*CWN(-1) - 0.32033*INF(-1) - 2.7279*GROW(-1) - 1.6553*UNP(-
1) + 0.7784*EXCH(-1) - 16.6407*SB(-1) - 3.9960*@ TREND(90) + 117.4176
-0.0714*D(CWN(-1)) +0.0081*D(INF(-1)) +0. 2435*D(GROW(-1)) -0.2171*D(UNP(-
1)) -0.0453*D(EXCH(-1)) -0.1640*D(SB(-1)) + 0.2084 R-Squared=0.039037
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Dependent Variable: D(CWN)
Method: Least Squares (Gauss-Newton / Marquardt steps)
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Date: 12/20/21 Time: 2322
Sample (adjusted): 1992 2020
Included observations: 29 after adjustments

D(CWN) = C(1)*( CWN(-1) - 0.320332773132*INF(-1) - 2.72793747779
*GROW(-1) - 1.6553048618*UNP(-1) + 0.778475237192*EXCH(-1) -
16.6407585212*SB(-1) - 3.99609673494*@TREND(90) +
117.417604759 ) + C(2)*D(CWN(-1)) + C(3)*D(INF(-1)) + C(4)
*D(GROW(-1)) + C(5)*D(UNP(-1)) + C(6)*D(EXCH(-1)) + C(7)*D(SB(-1))

+ C(8)
Coefficient  Std. Error t-Statistic Prob.

C(1) -0.009185 0.052565 -0.174734 0.8630

C(2) -0.071413  0.241442 -0.295777 0.7703

C(3) 0.008173 0.166352 0.049128 0.9613

C(4) 0.243532 0.466017 0.522581 0.6067

C(5) -0.217157  0.409789 -0.529924 0.6017

C(6) -0.045393  0.154735 -0.293357 0.7721

C(7) -0.164060 0.619735 -0.264726 0.7938

C(8) 0.208424 0.955202 0.218198 0.8294
R-squared0.039037 Mean dependent var0.087586
Adjusted R-squared-0.281284 S.D. dependent var3.336295
S.E. of regression3.776479 Akaike info criterion5.724412
Sum squared resid299.4976 Schwarz criterion6.101597
Log likelihood-75.00397 Hannan-Quinn criter.5.842542
F-statistic0.121869 Durbin-Watson stat2.140050

Prob(F-statistic)0.995849
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VEC Granger Causality/Block Exogeneity Wald Tests
Date: 12/20/21 Time: 23:35
Sample: 1990 2020
Included observations: 29

Dependent variable: D(CWN)

Excluded Chi-sq Df Prob.
D(INF) 0.002414 1 0.9608
D(GROW) 0.273091 1 0.6013
D(UNP) 0.280819 1 0.5962
D(EXCH) 0.086058 1 0.7692
D(SB) 0.070080 1 0.7912
All 0.738050 5 0.9808

Dependent variable: D(INF)

Excluded Chi-sq Df Prob.
D(CWN) 1.074258 1 0.3000
D(GROW) 4.099111 1 0.0429
D(UNP) 2.080402 1 0.1492
D(EXCH) 1.040104 1 0.3078
D(SB) 4517712 1 0.0335
All 9.786707 5 0.0815

Dependent variable: D(GROW)

Excluded Chi-sq Df Prob.
D(CWN) 0.052874 1 0.8181
D(INF) 0.528922 1 0.4671
D(UNP) 0.047984 1 0.8266
D(EXCH) 1.509199 1 0.2193
D(SB) 0.869782 1 0.3510
All 3.525865 5 0.6195

Dependent variable: D(UNP)

Excluded Chi-sq Df Prob.
D(CWN) 0.008780 1 0.9253
D(INF) 0.110845 1 0.7392
D(GROW) 4.390089 1 0.0361
D(EXCH) 0.251636 1 0.6159
D(SB) 2.232888 1 0.1351
All 7.733797 5 0.1715

Dependent variable: D(EXCH)

Excluded Chi-sq Df Prob.
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D(CWN) 0.095979 1 0.7567
D(INF) 0.031975 1 0.8581
D(GROW) 0.621531 1 0.4305
D(UNP) 2.684029 1 0.1014
D(SB) 0.585709 1 0.4441
All 2.993738 5 0.7010
Dependent variable: D(SB)

Excluded Chi-sq Df Prob.
D(CWN) 0.475486 1 0.4905
D(INF) 0.006125 1 0.9376
D(GROW) 8.787878 1 0.0030
D(UNP) 0.157809 1 0.6912
D(EXCH) 3.775227 1 0.0520
All 13.06573 5 0.0228
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Response to Cholesky One S5.D. (d.f. adjusted) Innovations
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(01) o3, gl
(2020-1990) 35 Lyt Ol e OV dre yglas
T CWN INF GROW UNP Exch SB
1990 49.41 16.6525344 0.800 19.80000 8.9575 7.383881
1991 49.41 25.8863869 -1.200 20.60000 18.4729 1.028798
1992 49.41 31.6696619 1.800 24.38000 21.8361 7.716095
1993 49.41 20.5403261 -2.100 26.23000 23.3454 7.473215
1994 49.41 29.0476561 -0.900 27.74000 35.0585 7.424068
1995 49.41 29.7796265 3.800 31.84000 47.6627 7.466272
1996 49.41 18.6790759 4.100 28.61800 54.7489 7.410637
1997 49.41 5.73352275 1.100 2543000 | 57.7074 | 7.391016
1998 49.41 4.95016164 5.100 26.91900 58.7390 8.334093
1999 4941 2.64551113 3.200 28.44800 66.5739 7.404308
2000 49.41 0.33916319 3.820 29.77000 75.2598 7.43624
2001 4151 4.22598835 3.008 27.30000 77.2150 7.30037
2002 4151 1.41830192 5.609 25.90000 79.6819 7.407255
2003 49.30 4.26895396 7.202 23.72000 77.3950 6.885259
2004 49.30 3.9618003 4.302 17.65000 72.0607 7.486248
2005 49.30 1.38244657 5.908 15.27000 73.2763 7.454985
2006 49.30 2.31149919 1.684 12.27000 72.6466 7.490402
2007 49.30 3.67899575 3.373 13.79000 69.2924 7.495401
2008 49.30 4.85859063 2.360 11.33000 64.5828 7.450738
2009 49.30 5.73706036 1.632 10.16000 72.6474 7.429729
2010 60.25 3.91106196 3.634 9.96000 74.3860 7.469307
2011 60.25 452421151 2.892 9.96000 72.9379 7.484242
2012 60.25 8.89145091 3.375 10.97000 77.5360 7.466038
2013 60.25 3.25423911 2.768 9.82000 79.3684 7.423818
2014 60.25 2.91692692 3.789 10.20700 80.5790 7.469722
2015 60.25 4.78444701 3.763 11.20600 100.6914 7.444932
2016 60.25 6.3976948 3.300 10.20200 109.4431 7.428717
2017 51.95 5.59111591 1.300 11.99600 110.9730 7.416989
2018 51.95 4.2699902 1.100 12.14500 116.5938 7.460706
2019 51.95 1.95176821 1.000 11.70400 119.3536 7.427653
2020 51.95 2.42 -5.100 12.83000 126.8200 7.464277
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Roots of Characteristic Polynomial

Endogenous variables: CWN INF GROW
UNP EXCH SB

Exogenous variables:

Lag specification: 1 1

Date: 12/20/21 Time: 22:18

Root Modulus
1.000000 1.000000
1.000000 1.000000
1.000000 1.000000
1.000000 1.000000
1.000000 1.000000
0.474484 0.474484
0.245551 - 0.357200i 0.433459
0.245551 + 0.357200i 0.433459
-0.426059 0.426059
-0.198051 - 0.188635i 0.273509
-0.198051 + 0.188635i 0.273509
-0.039676 0.039676

VEC specification imposes 5-unit root(s).
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Var CA}C ﬂu@'(03) (.3) ydl\

Vector Autoregression Estimates
Date: 12/20/21 Time: 23:24
Sample (adjusted): 1991 2020

Included observations: 30 after adjustments
Standard errors in () & t-statistics in [ ]

S

CWN INF GROW UNP EXCH SB
CWN (-1) 0.554146 0.145422 0.035127 0.147628 0.637321 0.027963
(0.15433) (0.18400) (0.11665) (0.07759) (0.25411) (0.05827)
[ 3.59072] [ 0.79034] [0.30112] [1.90267] [ 2.50804] [0.47988]
INF (-1) 0.067185 0.458684 -0.106867 -0.047243 -0.053833 0.017348
(0.10224) (0.12190) (0.07729) (0.05140) (0.16835) (0.03860)
[0.65711] [3.76274] [-1.38276] [-0.91906] [-0.31976] [ 0.44938]
GROW (-1) 0.254173 -1.238292 0.414606 -0.856887 -1.457906 0.007411
(0.34878) (0.41583) (0.26364) (0.17535) (0.57428) (0.13169)
[0.72876] [-2.97785] [1.57264] [-4.88668] [-2.53865] [ 0.05628]
UNP (-1) -0.313772 0.006388 0.108487 1.044286 0.330947 0.050669
(0.12460) (0.14855) (0.09418) (0.06264) (0.20516) (0.04704)
[-2.51831] [ 0.04300] [1.15190] [ 16.6706] [1.61314] [ 1.07705]
EXCH (-1) -0.022695 -0.110881 -0.010991 -0.011285 0.989810 0.028030
(0.03131) (0.03733) (0.02367) (0.01574) (0.05155) (0.01182)
[-0.72490] [-2.97049] [-0.46441] [-0.71694] [ 19.2007] [ 2.37115]
SB(-1) 0.281329 -0.928962 -0.355681 -0.064262 0.910379 -0.231156
(0.53191) (0.63418) (0.40207) (0.26742) (0.87583) (0.20084)
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[ 0.52890] [-1.46483] [-0.88463] [-0.24030] [ 1.03945] [-1.15096]

C 27.18731 14.52521 1.858217 -4.677880 -36.38354 4.404290
(9.55489) (11.3920) (7.22246) (4.80384) (15.7328) (3.60770)

[ 2.84538] [ 1.27504] [0.25728] [-0.97378] [-2.31259] [ 1.22080]

R-squared  0.730795 0.877760 0.308173 0.969120 0.974189 0.243672

Adj. R-squared  0.660567 0.845871 0.127697 0.961065 0.967456 0.046369
Sum sg. resids ~ 218.6972 310.8777 124.9576 55.28004 592.9313 31.17841
S.E. equation  3.083598 3.676469 2.330867 1.550316 5.077364 1.164295
F-statistic ~ 10.40611 27.52576 1.707552 120.3050 144.6840 1.235015

Log likelihood ~ -72.36552 -77.64119 -63.96982 -51.73637 -87.32637 -43.14608
Akaike AIC  5.291034 5.642746 4731321 3.915758 6.288425 3.343072
Schwarz SC  5.617981 5.969692 5.058267 4.242704 6.615371 3.670018
Mean dependent  51.72567 8.334255 2.517315 18.27883 74.16268 7.248051
S.D. dependent  5.292744 9.364600 2.495650 7.856876 28.14514 1.192265

Determinant resid covariance (dof adj.)  30567.30
Determinant resid covariance 6207.213
Log likelihood -386.4109
Akaike information criterion 28.56073
Schwarz criterion 30.52241
Number of coefficients 42
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APPENDIX A1. Construction of Central Bank Transparency

Index

We obtained information on central bank transparency from central banks’
websites where possible.34) These websites uniformly provide information for the
most recent year; in some cases they also provide information for earlier years. We
then filled in remaining gaps by referring to individual central bank annual reports
and, where necessary, additional publications. The publications we used are housed
in the IMF Law Library and the UC Berkeley Law Library.

The resulting index of central bank transparency is the sum of the scores for
answers to the fifteen questions below (min =0, max = 15).

1. Political Transparency

Political transparency refers to openness about policy objectives. This comprises

a formal statement of objectives, including an explicit prioritization in case of multiple
goals, a quantification of the primary objective(s), and explicit institutional
arrangements.

(a) Is there a formal statement of the objective(s) of monetary policy, with an
explicit prioritization in case of multiple objectives?

- No formal objective(s) = 0.

- Multiple objectives without prioritization = 1/2.

- One primary objective, or multiple objectives with explicit priority = 1.
(b) Is there a quantification of the primary objective(s)?

- No=0.

- Yes=1.

(c) Are there explicit contacts or other similar institutional arrangements

between the monetary authorities and the government?
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- No central bank contracts or other institutional arrangements = 0.
- Central bank without explicit instrument independence or contract = 1/2.

- Central bank with explicit instrument independence or central bank contract
although possibly subject to an explicit override procedure = 1.

2. Economic Transparency

Economic transparency focuses on the economic information that is used for
monetary policy. This includes economic data, the model of the economy that the
central bank employs to construct forecasts or evaluate the impact of its decisions,
and the internal forecasts (model based or judgmental) that the central bank relies
on.

(a) Is the basic economic data relevant for the conduct of monetary policy

publicly available? (The focus is on the following five variables: money

supply, inflation, GDP, unemployment rate and capacity utilization.)

- Quarterly time series for at most two out of the five variables = 0.
- Quarterly time series for three or four out of the five variables = 1/2.

- Quarterly time series for all five variables = 1.

(b) Does the central bank disclose the macroeconomic model(s) it uses for
policy analysis?

- No=0.

- Yes=1.
(c) Does the central bank regularly publish its own macroeconomic forecasts?
- No numerical central bank forecasts for inflation and output = 0.

- Numerical central bank forecasts for inflation and/or output published at
less than quarterly frequency = 1/2.

- Quarterly numerical central bank forecasts for inflation and output for

the medium term (one to two years ahead), specifying the assumptions

about the policy instrument (conditional or unconditional forecasts) = 1.

3. Procedural Transparency

Procedural transparency is about the way monetary policy decisions are taken.
(a) Does the central bank provide an explicit policy rule or strategy that describes
its monetary policy framework?

- No=0.
- Yes=1.
(b) Does the central bank give a comprehensive account of policy deliberations

(or explanations in case of a single central banker) within a reasonable amount
of time?

- No or only after a substantial lag (more than eight weeks) = 0.

- Yes, comprehensive minutes (although not necessarily verbatim or attributed)

or explanations (in case of a single central banker), including a discussion

of backward and forward-looking arguments = 1.

(c) Does the central bank disclose how each decision on the level of its main
operating instrument or target was reached?

- No voting records, or only after substantial lag (more than eight weeks) = 0.
- Non-attributed voting records = 1/2.

- Individual voting records, or decision by single central banker = 1.
207



4. Policy Transparency

Policy transparency means prompt disclosure of policy decisions, together with
an explanation of the decision, and an explicit policy inclination or indication of
likely future policy actions.

(a) Are decisions about adjustments to the main operating instrument or target
announced promptly?

- No or only after the day of implementation = 0.

- Yes, on the day of implementation = 1.

(b) Does the central bank provide an explanation when it announces policy
decisions?

- No=0.

- Yes, when policy decisions change, or only superficially = 1/2.

- Yes, always and including forwarding-looking assessments = 1.

(c) Does the central bank disclose an explicit policy inclination after every

policy meeting or an explicit indication of likely future policy actions (at

least quarterly)?

No =0.

- Yes=1.

5. Operational Transparency

Operational transparency concerns the implementation of the central bank’s
policy actions. It involves a discussion of control errors in achieving operating
targets and (unanticipated) macroeconomic disturbances that affect the transmission
of monetary policy. Furthermore, the evaluation of the macroeconomic outcomes
of monetary policy in light of its objectives is included here as well.

(a) Does the central bank regularly evaluate to what extent its main policy
operating targets (if any) have been achieved?

- No or not very often (at less than annual frequency) = 0.
- Yes but without providing explanations for significant deviations = 1/2.

- Yes, accounting for significant deviations from target (if any); or, (nearly)

perfect control over main operating instrument/target = 1.
(b) Does the central bank regularly provide information on (unanticipated) macroeconomic
disturbances that affect the policy transmission process?

- No or not very often = 0.
- Yes, but only through short-term forecasts or analysis of current macroeconomic
developments (at least quarterly) = 1/2.

- Yes, including a discussion of past forecast errors (at least annually) = 1.

(c) Does the central bank regularly provide an evaluation of the policy outcome
in light of its macroeconomic objectives?

- No or not very often (at less than annual frequency) = 0.
- Yes, but superficially = 1/2.

- Yes, with an explicit account of the contribution of monetary policy in
meeting the objectives = 1.

(N. Nergiz Dincer, 2013, p. 40) : jaall
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