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Abstract:

This study aims to show the effect of monetary policy instruments
in curbing inflation rates in Algeria during the period 1990-2017. Weused
money supply and interest rates (Monetary policy instruments) as
independent variables and inflation as a dependent variable. We
conducted the econometric study using the VAR model within the
Eviwes9 program to address and analyze the data.

The most important results obtained were an inverse relationship
between the interest rate and the rate of inflation, ie the higher the
interest rate the lower the rate of inflation. According to the causality
test, the interest rate causes inflation and this to reduce the money
supply. The study also found that monetary policy succeeded to some
extent in curbing inflationary pressures.

Keywords: inflation, money supply, interest rate.
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Crrthogonalization: Cholesky (Lutksoohnll
AUl Hypothesis residuals are rmualtivariate mnorrmal
Diate: OGO/ S Tirme: 1045
Sarmple: 1990 2017
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WAR Residual Heteroskedasticity Tests: Mo Cross Termes (only levels and squares)
Drate: 061019 Time: 10:46

Sample: 1990 2017

Included cbservations: 24

Jaint test:

Chi-sq df Prob.

120 4746 108 0.1940

Individual components:

Dependent R-squared F(1&,5) FProb. Chi-sq(18) FProb.

res1*res 0.910849 2.8328026 0.1260 21.86037 0.2382
res2*ras?z2 0. 742168 0.799584 0.6728 17.81204 0.4681
res3*res3 0.962228 FOFE3I12 0.0198 22.09347 0.1870
resz2*res 0. 740397 0.792234 06775 17. 76954 0.4709
res2*res 097 FS5TF7 12.11050 0.0059 22.46186 017325
res3*resz2 0.857346 1.669436 0.2987 2057631 0.3013
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VAR Lag Order Selection Criteria
|[Endogenous variables: D) DM} DIMNF)
|Exogenous variables:

|Date: 061019 Time: 10:40

1Bample: 1990 2017

lIncluded observations: 23

Lag LogL LR FFE AlC sSC HQ
1 -742.1421 A 4. 62e+24 65.31671 65.76103* 65.42845
2 -733.9559 1210120 5.20e+24 65.38747 6627612 65.61096
3 -719.2509 17.04255* 3.7 0e+247 64.95226% G6.28523 65.28749%
4 -715.9449 3.831885 7.05e+24 65.38651 67.16381 65.83350

| *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

| 8C: Schwarz information criterion

| HCE: Hannan-Cuinn information criterion
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WAR Granger Causality/Block Exogeneity Wald Tests
Date: 051019 Time: 10:43

Sample: 1990 2017

Included observations: 24

Dependent variable: D)

Excluded Chi-sq af Prob.
Crn ) 1.337370 3 072032
DIMFY 11.19083 3 0.0107
All 1201761 G 0.0616

Dependent variable: DM}

Excluded Chi-sq af Prob.
D]} 1.401160 3 07053
DIMFY 2.205451 3 0.5309
All 2.214817 G 0.7814

Dependentvariable: D(IMNF)

Excluded Chi-sq af Prob.
D]} F.207079 3 0.0656
] N} 0.393509 3 0.9416
All T.647531 G 0.2651
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VAR Residual Serial Correlation LM Tests

|Mull Hypothesis: no serial correlation at lag order h
|Date: 061019 Time: 10:45

|Sample: 1990 2017

|Included observations: 24

Lags LM-Stat Prob
1 2457178 0.94324
2 3.882532 0.9190
3 14 FTEGS 0.0973
4 3115404 0.9585

:F'rcubs from chi-square with 9 df.
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Response of DJMNE) to (1)
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FPeriod Oy O
1 20891275 -0.228518
(0.91316) (0.97065)
2 3279283 0.0081832
(1.61666) (1.60875)
3 1.503903 0.487031
(2.08424) (2.00657)
4 1.612367 -0.447192
(2. 48267) (2.38804)
5 1.967935 -0.042735
(2.00260) (2.88055)
51 0507272 0.483045
(2.50408) (3.23871)
7 0227569 -0.433196
(4.30265) (4.09264)
a8 0322417 -0.311361
(5.04485) (4.58616)
g9 -0.279372 0173476
(5.72961) (5.22907)
10 -0.362472 -0.347392
(6.49978) (6.16122)
Generalized Impulse
Standard Errors: Monte Carlo (100 repetitions)
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Period S.E. D} DM} D{INF)
1 0.791011 0.000000 0.000000 100.0000
e 1.017246 3.498074 0.787075 95 71485
3 1.052756 19.23487 0.827493 79.93763
4 1.125675 18.56951 4151442 TT.27905
5 1.183266 1877703 4.911475 7TH.31140
6 1.191754 22 86770 4.883038 7224926
7 1.198121 21.68626 7.623170 T0.69057
! 1.200610 21.73382 7.674129 70.59205
g 1.205120 21.61875 8.047582 TO.33367
10 1.210177 21.33318 8.793466 69.837335

Cholesky Ordering: D{MNF)Y Dy DM )
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Response to Generalized One S D Innovations + 2 5 E_
Response of D(INF) to D)

Inverse Roots of AR Characteristic Polynomial
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