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The effect of monetary policy on the economic activity
in Algeria, during the period (1980-2016)

This study aims to investigate the effect of monetary
policy on the economic activity in Algeria, during the
period (1980-2016), where the WVector Autoregressive
(VAR) was applied for the following variables:, the Money
Supply, Gross Domestic Product.

The Dickey-fuller test was applied to determine
whether the study variables were stable over time, and that
these variables were at their levels but became stable when
taking first-order differences.

Moreover, two main statistical tools (Variance
Decomposition and the Impulse Response Function) were
used for the analysis.The findings revealed that The results
were consistent with economic theory and with previous
studies, in that monetary presentation positively affected
real GDP.

To verify the credibility of the results, the two variables
were rearranged in the VAR model and a third variable, the
government expenditure variable, was introduced as a
representative of fiscal policy again.The results showed that
the money supply positively affected real GDP and that the
effect of monetary policy was greater than that of fiscal
policy.

Finally, the study has recommended providing more
coordination between fiscal and monetary policies, in order
to achieve greater harmony in the orientations and goals of
these policies in Algeria.

Key words: monetary policy, economic activity, the
vector autoregressive (VAR) model
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