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Abstract:

This study aims to show the impact of monetary policy instruments
on inflation rates in Algeria during the period (1990-2017). The monetary
policy instruments of money supply and exchange rate were used as
independent variables and inflation as a dependent variable, and for data
analysis and processing a econometric study was selected using the
ARDL.model(Eviews9).

One of the most important results obtained was the inverse relationship
between the exchange rate and the inflation rate, and the higher the
exchange rate, the lower the inflation rate, and the existence of a direct
relationship between the money supply and the inflation rate.
Keywords: inflation, money supply, exchange rate, common

integration.
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ARDL Jlaszl g3gadl pis 13 03) Jgudd

Dependent Variable: LTINF
Method: ARDL
Date: 09/18/19 Time: 14:18
Sample (adjusted): 1992 2017
Included observations: 26 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): LM2 LTCHRE
Fixed regressors: C
Number of models evalulated: 100
Selected Model: ARDL(1, 2, 0)
Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*

LTINF(-1) 0.594222 0.162897 3.647838 0.0016
LM2 1.048558 0.507889 2.064542 0.0522
LM2(-1) -1.896951 0.588771 -3.221884 0.0043
LM2(-2) 1.186621 0.411342 2.884753 0.0092
LTCHRE -1.050773 1.987813 -0.528608 0.6029
C 5.396354 9.273894 0.581887 0.5671

R-squared 0.673988 Mean dependent var  1.627582

Adjusted R-squared 0.592485 S.D. dependentvar  1.021536
S.E. of regression 0.652117 Akaike info criterion  2.181989
Sum squared resid 8.505131 Schwarz criterion  2.472319
Log likelihood  -22.36585 Hannan-Quinn criter.  2.265593
F-statistic 8.269491 Durbin-Watson stat  2.116302

Prob(F-statistic) 0.000227

*Note: p-values and any subsequent tests do not account for model
selection.
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ARDL Bounds Test

Date: 09/16/19 Time: 15:18

Sample: 1992 2017

Included observations: 26
Null Hypothesis: No long-run relationships exist

Test Statistic Value k

F-statistic 2.151185 2

Critical Value Bounds

Significance 10 Bound 11 Bound
10% 2.63 3.35

5% 31 3.87

2.5% 3.55 4.38

1% 4.13 5

Test Equation:
Dependent Variable: D(LTINF)
Method: Least Squares
Date: 09/16/19 Time: 15:18
Sample: 1992 2017
Included observations: 26

Variable Coefficient Std. Error t-Statistic Prob.
D(LM2) 1.000084 0.487385 2.051938 0.0535
D(LM2(-1)) -1.180269 0.411506 -2.868171 0.0095
C 4.558395 8.896865 0.512360 0.6140
LM2(-1) 0.313523 0.413889 0.757504 0.4576
LTCHRE(-1) -0.868112 1.900413 -0.456802 0.6527
LTINF(-1) -0.412469 0.164826  -2.502449 0.0211
R-squared 0.549610 Mean dependent var -0.057533
Adjusted R-squared 0.437012 S.D. dependent var 0.870633
S.E. of regression 0.653258 Akaike info criterion 2.185484
Sum squared resid 8.534911 Schwarz criterion 2.475814
Log likelihood -22.41129 Hannan-Quinn criter. 2.269088
F-statistic 4.881187 Durbin-Watson stat 2.056697

Prob(F-statistic) 0.004428
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ARDL Cointegrating And Long Run Form
Dependent Variable: LTINF
Selected Model: ARDL(1, 2, 0)
Date: 09/17/19 Time: 10:43
Sample: 1990 2017

Included observations: 26

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(LM2)  1.048558 0.507889 2.064542 0.0522
D(LM2(-1)) -1.186621 0.411342  -2.884753 0.0092
D(LTCHRE) -1.050773 1.987813 -0.528608 0.6029
CointEq(-1) -0.405778 0.162897 -2.491004 0.0216

Cointeq = LTINF - (0.8335*LM2 -2.5895*L TCHRE + 13.2988 )

Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob.
LM2 0.833529 0.927935 0.898262 0.3797
LTCHRE -2.589531 4.952565 -0.522867 0.6068
C 13.298801 23.066715 0.576536 0.5707
. ).LA.«J\
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