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This study aimed to evaluate the effectiveness of the credit channel in transferring the
impact of monetary policy to the rate of inflation in Algeria during the period (2000-
2020) using the following variables: money supply M2 as an indicator of monetary policy,
inflation rate (CPI) as a final goal of monetary policy, Loans to the public sector (CBS)
and loans to the private sector as indicators of credit channel, This is based on two
models, a basic model that measures the effect of the change in the money supply M2 to
the inflation in the absence of any channel and the credit channel model,using the
Cointegration test and the VAR model and the analysis of the response functions and the
components of variance.

The results of the study concluded that there is no co-integration relationship between the
variables of the basic model and the variables of the credit channel model, and the
existence of the credit channel as a mechanism for monetary transition to the inflation
during the study period through loans provided to the private sector ; This requires
directing it towards productive investments.
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Feriod S.E. LCFI LMz
1 0.4932982 A100.0000 0.000000
2 0. 494768 99.94588 0053122
3 0. 494877 99.90561 00943285
4 0.494975 99.87016 0129837
5 0. 495060 99.82985 0160154
5] 0.495132 99.81281 0.185089
7 0.495194 997172 0.208275
=] 0.495247 QO.F72T4 0.227258
9 0.495292 99.7¥5650 0.243500
10 0.4953231 9974260 0.257z298

Cholesky Ordering: LCPI LM2
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WaR Lag Order Selection Criteria

Endogenous variables: LCPI LCPS LCBS LM2
Exogenous variabples: &

Drate: 0420021 Time: 10:00

Sample: 2000 2020

Included observations: 18

Lag Logl LR FPE AN S H

o 5.251032 Pl 1.02e-05 -0. 129004 0058857 -0 111721
A 87 81126 119 25327 6 67e-09 -7 524584 -6 545282 -F. 3981732
2 A00.5TF2F 1286148 1.22e-058 -F.185860 -5.405116 -5.940319
3 1411 5245 22 69544 2 57e-09" -9 947171 -7 374986 -9 5932501~

* indicates lag order selected by the criterion

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

Al Akaike information criterion

S Schwarz information criterion

HQ: Hannan-Cuinn infarmation criterion
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Response of LCPI to LM2 Innovation
using Cholesky (d.f. adjusted) Factors
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Feriod S.E. LCPI LCPS LCBS L2
1 0 484423 100.0000 0.000000 0.000000 0.000000
2 0.5032215 97.667E3 0.479734 0.520512 1.332120
3 0.505345 96.86331 0713828 0.890862 1.532006
4 0. 506837 96.30456 0.875969 1.212498 1.606972
5 0.5077E7T 95 95254 0.968987 1. 456760 1.621712
=] 0.508387 95.72013 1.019584 1.639334 1.620949
¥ 0.508813 95 56256 1.044785 1. 774410 1.618242
=] 0.508120 9545113 1.055963 1.874686 1.618224
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10 0.509536 95.30351 1.060687 2006658 1.629147

Cholesky Ordering: LCFI LCPS LCBS LM2
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Included observations: 20 after adjiustments Date: 04/30/21 Time: 09:34
Standard errors in ( ) & t-statistics in [] Sample (adjusted): 2002 2020
LoPl Lm= Trena sssumplion: Linear determiniatic trend
LCPIC-1) -0 055943 0080624 Series: LCPILM2
(0. 19338) (D.02233) Lags interval (in first differences). 1to 1
[-D.289=0] (2. 70S865]
LPMZ(—"13) O0.202159 0. 937739 Unrestricted Cointegration Rank Test (Trace)
(0. 19340) (0.022238)
[ 1. 05044] [ 41 . 8954] Hypothesized Trace 0.05
= [ — 4 175499 Mo. of CE(s) Eigenvalue Statistic Critical Value Prob.**
o Eanoo et Nane 0262655 10.65131 15 49471 02339
_ _ At most 1> 0.225778 4 862030 3.841466 0.0274
fé?q.:'f;rffa red ,Uggi%::—;% g:ggggig Trace test indicates no cointegration atthe 0.05 level
Sum sqg. resids 4 148308 0055562 * denotes rejection of the hypothesis atthe 0.05 level
=S.E. equation 0492982 D.O0S5S7169 **MacKinnon-Haug-Michelis (1999) p-values
F-statistic o.s524791 1216.2732
Log likelihood —12.5648545 2048112 Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Sohware SC 1714505 SZiavss p—— pr—— o
g_?:?ndgsgﬁzgﬁtnt gigi?‘gg ;"55 33?;3 l\‘l‘op of CE(s) Eigenvalue vSlalis?lc CrlilcélValue Prob.**
Determinant resid covariance (daof adj. ) O 000759 Maone 0.262655 5.789283 14.26460 0.6404
Determinant resid covariance O 000555 Atmost 1> 0.225778 4.8620320 3.841466 0.0274
Log likelihood 18 19937
Akaike information criterion -1. 219937 Max-eigenvalue test indicates no cointegration atthe 0.05 level
Schwarz criterion -0 921217 * denotes rejection of the hypothesis atthe 0.05 level
rHMumber of coefficients (=] **MacKinnon-Haug-Michelis (1999) p-values
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Variance Decomposition of LCPI
using Cholesky (d.f. adjusted) Factors

Period LCPI LMz

100
1 0.000000 0.056131

80 2 0.011403 0.052636
3 0.010056 0.048668

60 4 0.009325 0.045025
= 0.008626 0.041650

0 & 0.007981 0.038542
7 0.007384 0.035650
g 0.0065831 0.032991

204 g 0.006320 0.030523
10 0.005347 0.028230

(0]

SR A Cholesky Ordering: LCPI LM2
ym
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¥z saill il laal &l 105 gala
Roots of Characteristic Polynomial
Endogenous variables: LCPI LM2
Exogenous variables: C
Lag specification: 11 1.0 |
Date: 04/30/21 Time: 09:51

Inverse Roots of AR Characteristic Polynomial

1.5

0.5 |
Root Modulus
0.0 - -
0.925186 0.925186 o5
-0.043380 0.043390
1.0 |

Ma roat lies outside the unit circle.

VAR satisfies the stability condition. 1.5 . . . . :
-1.5 -1.0 -0.5 0.0 0.5 1.0 1.5
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¥ 23 sail) sl adal) a5l ) &l 106 Ggale

Component Jargque-Bera df Praob.
1 1.079903 2 05528

2 1.457255 2 04826
Joint 2537158 4 0.6380

*Approximate p-values do not account for coefficient
estimation
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Vector Autoregression Estimates
Date: 04/30/21 Time: 10:29
Sample (adjusted): 2001 2020
Included observations: 20 after adjustments Date: 0430021 Time: 10:25
Standard errors in () & t-statistics in [] Sample (adjusted) 2002 2020
Included ocbservations: 19 after adjustments
LCPI LCPS LCBS LM2 Trend assumption: Linear deterministic trend
Series: LCPILCPS LCBS LM2
LCPI-1) -0.230593 0.0872711 -0.061083 -0.062954 Lags interval (in first differences) 1to 1
(0.24535) (0.02834) (0.03528) (0.03047)
-0.93986] [2.02083]  [1.73155]  [-2.08624]
Unrestricted Cointegration Rank Test (Trace)
LCPS(-1) -0.038779 0.504691 -0.128157 0.049619
(1.32145) (0.15264) (0.19000) (0.16410) Hypothesized Trace 0.05
-0.02935] [3.30640]  [-0.67450] [0.30237) No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
LCBS{-1) -0.862593 0.207937 0.845638 -0.043050 Mone = 0.628013 48.09039 47 85613 0.0475
(0.58588) (0.06767) (0.08424) (0.07276) At most 1 0.602365 20.30135 2979707 0.0569
[1.47231] [3.07260] [10.03886] [-0.59171] At most 2 0.294856 11.77914 15.49471 01678
Atmost3* 0.237080 5.141438 3.841466 0.0234
LM2(-1) 1.1502084 0.317472 0.368542 0.917420
(1.58799) (0.18343) (0.22832) (0.19720) Trace testindicates 1 cointegrating eqn(s) at the 0.05 level
[0.72437] [1.73077] [1.61411] [4.65225] * denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
C -0.615220 0.593649 -2 657770 1.110539
(5.20431) (0.94774) (1.17971) (1.01889) Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
[-1.17190] [0.62639] [-2.25291] [ 1.08995]
Hypothesized Max-Eigen 0.05
R-squared 0.209566 0.996508 0.992609 0.993220 Mo, of CE(s) Eigenvalue Statistic Critical Value Prob.**
Adj. R-squared -0.001217 0.995577 0.990638 0.991412
3um sq. resids 3.519984 0.046966 0.072770 0.054282 Maone 0.5280132 18.78904 27.58434 0.4310
S.E. equation 0.454423 0.055958 0.069652 0.080157 At most 1 0.602365 17.52221 2113162 0.1488
F-statistic 0.994228 1070.102 5036243 5493296 At most 2 0294856 6.6537700 14.26450 0.5328
Log likelihood -11.00801 3216195 2778307 30.71413 Atmost3 ™ 0237080 5141438 3.841466 0.0234
Akaike AIC 1.600601 -2716195 -2.278307 -2.571413
Schwarz SC 1.849534 -2 467262 -2029374 -2.322480 Max-eigenvalue test indicates no cointegration atthe 0.05 level
Mean dependent 1.292900 14.40664 7.526489 15.88812 * denotes rejection of the hypothesis atthe 0.05 level
5.D. dependent 0.484129 0.841338 0.719860 0.649128 **MacKinnon-Haug-Michelis (1999) pvalues
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Feriod LCPS LCBS Period LCPI LCP3 LCBS
1 0.000000 0.000000 1 0.000000 0.000000 0.000000
2 0.024854 -0.036305 2 0.058080 0.016030 0.013608
3 0.024660 -0.030935 3 0.023218 0.029991 0.027205
4 0.020671 -0.028977 4 0.014687 0.034452 0.032056
5 0.015751 -0.025322 5 0.007291 0.035842 0.034504
1] 0.011699 -0.0219323 6 0.002871 0.035535 0.035579
7 0.008347 -0.012890 7 -0.000164 0.034485 0.035791
2 0.005677 -0.016293 8 -0.002237 0.033099 0.035447
2] 0.003585 -0.014114 9 -0.003674 0.031584 0.034736
10 0.001969 -0.012202 10 -0.004659 0.0320041 0.033779
Cholesky COrdering: LCPI LCPS LCBS LMZ2 Chaolesky Ordering: LCPI LCPS LCBS LM2
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Variance Decomposition of LCPI
using Cholesky (d.f. adjusted) Factors
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Roots of Characteristic Polynomial
Endogenous variables: LCPI LCPS LCBS

Exogenous variables: C
Lag specification: 11
Date: 04730021 Time: 10:40

Root Modulus
0.944505 0.944505
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Mo root lies outside the unit circle.
VAR satisfies the stability condition.

Inverse Roots of AR Characteristic Polynomial
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Component Jarque-Bera df Prob.
1 1.310075 2 0.5194
2 1.026082 2 0.5987
3 0190718 2 0.90890
4 0514166 2 07733
Jaoint 2041041 ] 0.9318

*Approximate p-values do not account for coefficient

estimation
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