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Abstract :

This study aims to highlight the concept of inflation targeting policy as a
modern framework for managing monetary policy,and we tested it using the
Generalized Moments Method (GMM), On the behavior of the Bank of Algeria
using annual data during the period (1990-2020),The study was customized by
estimating the Augmented (Dynamic) and Augmented Taylor Rule enhanced by
the exchange rate, where the results showed that the Augmented Taylor Rule
with a forward-looking look is appropriate rule for the behavior of the central
bank, depending on the smooth interest rate, and the expected inflation rate, in
order to achieve the ultimate goals of price stability, and we have concluded the
success of inflation targeting policy is by providing a set of conditions, the most
important of which are : the independence of the central bank, the high degree of
transparency and credibility in the management of monetary policy, in addition
to the availability of modern methods to predict inflation .

Key words :inflation targeting, the Generalized Moments Method, the
Augmented Taylor Rule , transparency .
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Constant 2.093972
(%**)
INF - INF_P 0.150930
(%**)
( GDP — GDP_P )Output gap -0.007799
(***)
Structural parameters :p 0.724184
(***)
a 0.54
(***)
B -0.028
(***)
y ~0.14
(***)
R- Squared 0.761677
J — Statistic 7.157687
Prob ( J- statistic) 0.710479
15
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MMR TRL2
Mean 9.430444 9.859010
Median 8.000000 8.347030
Maximum 19.00000 18.35153
Minimum 8.000000 7.354422
Std.Dev. 3.023172 3.035717
Skewness 2.292737 1.382338
Kurtosis 7.081308 3.704796
Jarque-Bera 47.10456 10.17522
Probability 0.000000 0.006173
Sum 282.9133 295.7703
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Null Hypothesis: GDPP_G has a unit root
Exogenous: Constant, Linear Trend
LagLength: 1 (Fixed)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -0.832617 0.9505
Test critical values: 1% level -4.309824
5% level -3.574244
10% level -3.221728
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(GDPP_G)
Method: Least Squares
Date: 05/10/23 Time: 12:12
Sample (adjusted): 1992 2020
Included observations: 29 afteradjustments
Variable Coefficient Std. Error t-Statistic Prob.
GDPP_G(-1) -0.004438 0.005331 -0.832617 0.4129
D(GDPP_G(-1)) 0.903048 0.080625 11.20057 0.0000
C 0.074594 0.055628 1.340943 0.1920
@TREND("1990") -0.006552 0.003649 -1.795410 0.0847

5 735al GDPP_G ahldd sl Job o5 jlast: 2 goekal)

Null Hypothesis: GDPP_G has a unit root
Exogenous: Constant
LagLength: 1 (Fixed)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -1.554434 0.4924
Test critical values: 1% level -3.679322
5% level -2.967767
10% level -2.622989
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(GDPP_G)
Method: Least Squares
Date: 05/10/23 Time: 12:11
Sample (adjusted): 1992 2020
Included observations: 29 afteradjustments
Variable Coefficient Std. Error t-Statistic Prob.
GDPP_G(-1) -0.008010 0.005153 -1.554434 0.1322
D(GDPP_G(-1)) 1.044016 0.019090 54.68985 0.0000
C -0.021585 0.015620 -1.381906 0.1788
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Null Hypothesis: GDPP_G has a unit root
Exogenous: None
Lag Length: 3 (Automatic - based on SIC, maxlag=7)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.216467 0.0281
Test critical values: 1% level -2.653401
5% level -1.953858
10% level -1.609571
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(GDPP_G)
Method: Least Squares
Date: 05/10/23 Time: 12:13
Sample (adjusted): 1994 2020
Included observations: 27 afteradjustments
Variable Coefficient Std. Error t-Statistic Prob.
GDPP_G(-1) -0.002612 0.001178 -2.216467 0.0368
D(GDPP_G(-1)) 2.604888 0.137962 18.88121 0.0000
D(GDPP_G(-2)) -2.397086 0.274165 -8.743218 0.0000
D(GDPP_G(-3)) 0.795131 0.145920 5.449095 0.0000

GMM ks 35kl b5 34l s gils: 4 gkl

Dependent Variable: MMR

Method: Generalized Method of Moments

Date: 05/10/23 Time: 11:29

Sample (adjusted): 1994 2020

Included observations: 27 afteradjustments

Linear estimation with 1 weight update

Estimation weighting matrix: HAC (Bartlett kernel, Newey-West fixed
bandwidth = 3.0000)

Standard errors & covariance computed using estimation weighting matrix

Instrument specification: INF_P(-1) GDPP_G(-1) MMR(-2) INF_P(-2)
GDPP_G(-2) MMR(-3) INF_P(-3) GDPP_G(-3) MMR(-4) INF_P(-4)
GDPP_G(-4)

Constant added to instrument list

Variable Coefficient Std. Error t-Statistic Prob.
C 2.577736 0.206634 12.47488 0.0000
MMR(-1) 0.661150 0.013676 48.34355 0.0000
INF_P 0.199522 0.052463 3.803094 0.0009
GDPP_G 0.024427 0.056370 0.433328 0.6688
R-squared 0.762168 Meandependent var 9.466049
Adjusted R-squared 0.731147 S.D. dependent var 3.145892
S.E. of regression 1.631179 Sumsquaredresid 61.19712
Durbin-Watson stat 2.241760 J-statistic 5.431525

Instrument rank 12 Prob(J-statistic) 0.710614
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Dependent Variable: MMR

Method: Generalized Method of Moments

Date: 05/10/23 Time: 11:55

Sample (adjusted): 1994 2020

Included observations: 27 afteradjustments

Linear estimation with 1 weight update

Estimation weighting matrix: HAC (Bartlett kernel, Newey-West fixed
bandwidth = 3.0000)

Standard errors & covariance computed using estimation weighting matrix

Instrument specification: INF_P(-1) GDPP_G(-1) MMR(-2) INF_P(-2)
GDPP_G(-2) REER(-2) MMR(-3) INF_P(-3) GDPP_G(-3) REER(-3)
MMR(-4) INF_P(-4) GDPP_G(-4) REER(-4)

Constant added to instrument list

Variable Coefficient Std. Error t-Statistic Prob.
C 2.093972 0.231654 9.039203 0.0000
MMR(-1) 0.724184 0.016443 44.04183 0.0000
INF_P 0.150930 0.045316 3.330642 0.0030
GDPP_G -0.007799 0.052234 -0.149314 0.8827
REER-REER(-1) -0.038848 0.018225 -2.131598 0.0445
R-squared 0.761677 Meandependent var 9.466049
Adjusted R-squared 0.718346 S.D. dependent var 3.145892
S.E. of regression 1.669560 Sumsquaredresid 61.32346
Durbin-Watson stat 2.232970 J-statistic 7.157687

Instrument rank 15 Prob(J-statistic) 0.710479




