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Abstract

This study aimed to investigate the extent monetary policy
efficiency to controlling the inflation rate, through determine
threshold of monetary policy during the period 2017 MO1 to 2022
MO6 in Algeria. Using Threshold Regression. The econometrics
results show that the threshold variable was the exchange rate.
Based on the threshold values of EXR, we obtained 03 regimes
Where the effect of the EXR was asymmetric between the first and
the second and third regime, which highlighted the existence of a
direct relationship, and the EXR lead to an increase in the inflation
rate, starting from the threshold 119.15959. Also, the effect of
money supply was negative in the first regime, and positive in the
second regime, while it was not statistically significant in the third.
The results also showed that there was no statistically significant
effect for each of the requirement reserve rate and the rediscount
rate on the inflation
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Model Selection Criteria Table
Dependent Variable: INF
Date: 02/27/23 Time: 20:49
Sample: 2017M01 2022M06
Included observations: 66

Threshold Variable SSR Regimes
EXR 11.355337 3
RR 17.058746 3
M2 32.679975 3
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Sequential F-statistic determined thresholds: 2
Scaled Critical
Threshold Test F-statistic F-statistic Value**
Ovs.1* 166.3704 499.1111 13.98
1vs. 27 6.110589 18.33177 15.72
2vs. 3 2.062144 6.186433 16.83

* Significant at the 0.05 level.
** Bai-Perron (Econometric Journal, 2003) critical values.
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Discrete Threshold Specification

Description of the threshold specification used in estimation
Equation: UNTITLED

Date: 02/27/23 Time: 20:45

Summary

Threshold variable: EXR

Estimated number of thresholds: 2

Method: Bai-Perron tests of L+1 vs. L sequentially determined
thresholds

Maximum number of thresholds: 5

Threshold data values: 119.1596, 129.1588

Adjacent data values: 118.9897, 129.1416

Thresholds values used: 119.15959, 129.15879
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Variable Coefficient Std. Error t-Statistic Prob.

EXR < 119.15959 -- 27 obs

M2 -0.123722 0.030183  -4.099050 0.0001
EXR -0.143327 0.033741  -4.247825 0.0001
C 42.38976 3.732181 11.35790 0.0000

119.15959 <= EXR < 129.15879 -- 18 obs

M2 0.281750 0.050264 5.605344 0.0000
EXR 0.192716 0.052890 3.643704 0.0006
C -56.36706 12.57901 -4.481041 0.0000

129.15879 <= EXR -- 21 obs

M2 0.071324 0.052095 1.369126 0.1765
EXR 0.342886 0.046707 7.341184 0.0000
C -46.76183 4.704109 -9.940634 0.0000
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Non-Threshold Variables

RR 0.039775 0.050373 0.789608 0.4331
RD -1.165248 0.774690  -1.504147 0.1383
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Dependent VVariable: INF

Method: Discrete T hreshold Regression
Date: 02/27/23 Time: 20:54
Sample: 2017MO01 2022MO06
Included observations: 66

Variable chosen: EXR

Selection: Trimming 0.15, Max. thresholds 5, Sig. level 0.05
T hreshold variables considered: M2 EXR

Variable Coefficient Std. Error t-Statistic Prob.
EXR < 119.15959 - 27 obs
M2 -0.123722 0.030183 -4.099050 0.0001
EXR -0.143327 0.033741 -4.247825 0.0001
C 42.38976 3.732181 11.35790 0.0000
119.15959 <= EXR < 129.15879 - 18 obs
M2 0.281750 0.050264 5.605344 0.0000
EXR 0.192716 0.052890 3.643704 0.0006
C -56.36706 12.57901 -4.481041 0.0000
129.15879 <= EXR - 21 obs
M2 0.071324 0.052095 1.369126 0.1765
EXR 0.342886 0.046707 7.341184 0.0000
C -46.76183 4.704109 -9.940634 0.0000
Non-Threshold Variables
RR 0.039775 0.050373 0.789608 0.4331
RD -1.165248 0.774690 -1.504147 0.1383
R-squared 0.954160 Mean dependent var 4.709242
Adjusted R-squared 0.945826 S.D. dependent var 1.952192
S.E. of regression 0.454379 Akaike info criterion 1.411244
Sum squared resid 11.35534 Schwarz criterion 1.776186
Log likelihood -35.57104 Hannan-Quinn criter. 1.555450
F-statistic 114.4834 Durbin-Watson stat 1.150678
Prob(F-statistic) 0.000000
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