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Abstract: The objective of this research paper is to try to evaluate the effectiveness of monetary

policy on economic growth and inflation in Algeria, using the VVector Error Correction Model

(VECM ) and quarterly data covering the first trimester from 1990 to the fourth trimester from

2016 , which relates to the following variables: the rate ofGrowth of the monetary mass,
inflation rate and the rate of growth of gross domestic product.

The results of the response Functions analysis indicated that a random shock in therate of growth
of monetary mass by one standard deviation would always have a positive effect onrate of growth
of gross domestic product (GDP). in contrast, a random shock in therate of growth of monetary
mass by one standard deviation would have a positive effect on inflation rate in the short term and
the impact of the shock would then fade in the medium term and then turn negative in the long
term, the study also showed that monetary policy has a great effect on the macro economy in
Algeria.

Keywords: Monetary Policy, gross domestic product, inflation rate, causality, vector error
correction model(VECM).
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Root Modulus
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Inverse Roots of AR Characteristic Polynomial
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Period SE. DTCPIB DLTINF DLTCM2
1 0.135158 100.0000 0.000000 0.000000
2 0.152448 99.76436 0.002337 0.233302
3 0.162174 98.80935 0.277313 0.913341
4 0.167907 97.60563 0.587566 1.806800
5 0.192793 87.53875 1126814 11.33444
6 0.198858 85.67161 1.097611 13.23078
7 0.204216 84.53912 1.054373 14.40651
8 0.209152 83.21161 1.046902 15.74149
9 0.219390 77.95526 2.012078 20.03266
10 0.221718 76.74604 2.135615 21.11835
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Period S.E. DTCPIB DTCM2 DTINF
1 0.135158 6.221333 9.674245 84.10442
2 0.152448 5.323157 9.034248 85.64260
3 0.162174 4677115 8.692599 86.63029
4 0.167907 4.381566 8.259950 87.35848
5 0.192793 9.379470 14.42765 76.19288
6 0.198858 10.93856 15.41129 73.65014
7 0.204216 12.18002 15.91949 71.90048
8 0.209152 12.95038 16.23598 70.81364
9 0.219390 12.70604 19.68287 67.61108
10 0.221718 12.60723 20.32061 67.07216
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