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Linear and Nonlinear Approach to Estimate the Sterilization Reaction of the
Algerian Bank during the Period (2002-2016)

Ayad Hicham
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Abstract

This study aims to estimate the monetary sterilization coeflicient of the Algerian bank to explore its
ability limits to successfully neutralize the recurrent hard currency inflows, and then keep the monetary
base in check. For this purpose, we depended on monthly data spanning over the period (2002-2016), as
for the econometric methodology, we adopted an ARDL and MSVAR models. The findings confirmed
that the Algerian bank practiced its sterilization policy according to two regimes; full sterilization with
a coefficient attained the peak (1) and a partial sterilization with a relatively high coefficient (-0.95).
Also, the transition matrix showed that the two regimes have been applied interchangeably without
the domination of one regime over the other. Accordingly, the Algerian bank has so far applied its
sterilization policy in a manner through which it can isolate its domestic monetary determinants from

the monetized rent inflows.
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HO:B1 = 2 = B3 = B4 = B5 = 0O
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Hl: 1 # B2 # B3 # B4 + B5 # 0
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paal) Slha Cum )l Rl @l sal) cAdlal) Laiil) (3 gl AIW 31 g Sl ) Allal)
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Alide &)y g 53 ol i e 4] QAN e e

Aadalatia g ) Yl LS e e AT dydie oA

b5 ndie Aailiie o) il e cpe 55 e V) aas Y Agladl) AV Alls 8 4] W e gy Lo Ve

Wle H)e o cAaddl dadailly alaia¥) 1y 5 Ayt 1) Judlad) dapla & e 535308 Jacl Lo 3a cdise
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ZLLY A lieg giledd! pds .V
Wdo L) Ol gaxall (A1) HIddW | 3 gad padds 1

ot Ala e 518 die ) Jedlad) pe Jalatl) Alls 6 salal) o pa S sy ) i) Al 5o

DAL ((1981) 53al) 5V 58 (Son 5Ll (o el agd Ulaiol 38 ¢ (52n 511 53 Hlaal) 4 ) i Y) dul 5

Gila 53 (e e dsa s e obial Jpasll b daia ) il el 5 (1995) SLaal s (1998) &5 enls

J sVl dla s (NDA) &lall J sa ¥ il Aluds e S il Gun 51 3l 5 (5 i) tie JalSil)

(REER) i uall s Aludus & il cpn 8 ¢ 5 sl die (INT) i) 5] jans 13S 5 (NFA) dpin V)

i) o sliely Sl Y cudae 40 5Y1) HEN @l LAY Wl J Y1 38 xie (MM) a6 Caelall
ARDL diagie & Ulall oda b jaill 45y yla Juailh e 5 . (pgin Saa Y1

san ) sha Dlas) Sl (1) i J el

ADF PP NG-Perron
MZa MZt MSB MPT
NDA -10.33%*% | -10.34%** | -80.95%** | -6.30*** | (.078*** 1.174%%*
(-3.43) (-3.43) (-17.30) (-2.91) (0.168) (5.480)
NFA S10.17%%% | 210.15%** | -80.86%** | -6.35%** | (.078*** 1.163%**
(-3.43) (-3.43) (-17.30) (-2.91) (0.168) (5.480)
REER -4.84%¥% | 4.60%*F* -4.18 -1.42 0.34 21.54
(-3.43) (-3.43) (-17.30) (-2.91) (0.168) (5.480)
S79.18%** | -6.28%** 0.07%** 1.17
D(REER) / / (-17.30) (-2.91) (0.168) (5.480)
MM -2.58 -3.90 -7.78 -1.87 0.24 11.97
(-3.43) (-3.43) (-17.30) (-2.91) (0.168) (5.480)
D(MM) S22.26%F% | D752 *E | _6B.4QFKF | 5. 84%H* 0.08*** 1.35%**
(-3.43) (-3.43) (-17.30) (-2.91) (0.168) (5.480)
INT S5.45%Fk% | L5 7RFKR | DT QSHHE |3 8F** 0.13%%* 3.38%H*
(-3.43) (-3.43) (-17.30) (-2.91) (0.168) (5.480)
S o gy e JUWL %0 Jlada) (5 giua die dyadall dun i) J g *EE
-5% Jlia) (5 gie die Hlad) JD AT panll Ailas V) & (o o daidl] ()
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& sl JalSill dadle Hlaa) e Y ARDL dingia b Als e 508 2 el 3l Jalsill las)
ONA (as o) 3281 pany a8 Gielaal) ¢ Giaall jan cduia ¥ Jpa) dla) 5 ,aY) dlid)
Ge STy Jlia ) il gise IS xie 40 5aal) i) e 51 19.05 4y susal) dasill ] Jaa3l olial J 5asl)
a8 @l pual) Gn JaV) Al sk 46508 de 25a 5 e Ju 1y (I(0) 2Y1 5 I(1) eV ¢ pasdl S8
Ngdle Joanil) ) am g U Jganlly ¢y shall sl s el gl ilalea il Jiss L ¢l all
25aal) Hlasl :(2) & Jsasl)

K 90% level 95% level 99% level

4 1(0) I(1) 1(0) I(1) 1(0) I(1)
2.45 3.52 2.86 4.01 3.74 5.06

Calculated F-statistic 19.05%**

%105 %5 % 1 Jlain) sic Jo skl (5311 &) 55 485ke 3 g gs ALIE AL A sl J 8 270
i) &)l sae K
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5)2ie) aial) Jalea o] olial U pandl OME (ye il oy gy shall sall b A85ka) ol Jasss A yall ad
i) WIS 30 3al) by (5 may o (o) miadll) 1= csa dan 4y 8 e a5 0.99— il xie il 38 (NFA
G525 50.99 0 Adall al pual dla (=635 Gy sl e Wawady 265 i) IV T i€ Adla dpial saa
a8 Ll V) ) 5 s e 0 ) e g e Ailn) dusial san 5 S (50 0.01 Jib sy (51 o shal) (sl
Gy gl sl Guaal) Caelall iy 15 e il (i sall o la BT el y Loiill sacll) sai e
sl sac @) 1) s i) el by AT Ja ) slial) Jadaes 30 3l ol =Ll e oSl (K ¢ o ganll
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Qi shall gall 383 (3) o8 Jsaall

ARDL(1,1,0,4,0) Jie¥! z3 saill
Gl yprial) Jalzall :‘j\:j\‘ i gt dasd * Jlaial
NDAC(-1) 0.003963 0.006274 0.631704 0.5286
MM 2.352890 0.057356 41.02245 0.0000
MM(-1) -2.380774 0.059131 -40.26253 0.0000
NFA -0.994357 0.006272 -158.5283 0.0000
REER 0.007657 0.153639 0.049839 0.9603
REER(-1) 0.049162 0.223261 0.220200 0.8260
REER(-2) 0.012763 0.227738 0.056042 0.9554
REER(-3) -0.074716 0.231779 -0.322361 0.7476
REER(-4) -0.036221 0.148096 -0.244575 0.8071
INT 0.005667 0.006124 0.925462 0.3562
C 0.078051 0.164372 0.474841 0.6356
R-squared 0.995195 Mean dependent var -0.06198
Adjusted R-squared 0.994871 S.D. dependent var 0.207641
S.E. of regression 0.014871 Akaike info criterion -5.51209
Sum squared resid 0.032731 Schwarz criterion -5.29977
Log likelihood 449.2113 Hannan-Quinn criter. -5.42587
F-statistic 3065.446 Durbin-Watson stat 2.079876
Prob(F-statistic) 0.000000

-Eviews9 geli_; Jlaxiuly cfialll slae) (e 1 jauall
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o sl asa s bl LAY las Jexin 5 «CUSUM of Squares 53 5lal) 3 sl clay )L S) )
Sl LY iai T 55 c00Y) juad Clalall ga 201 Al sl ledall ) i) (530 5 lil) K
colial oAl JSIA (e ety 5 965X (5 siuse die A yall 3 gaall Jals o LA Sl J<a1 Hlasil s
A 3 die sl )il ) s nda i ol L A1 e 5 slall ()l o) & saall o
Al sk 3l A Hal) dalail) e )& 28 3 5lal) B sl il b Sl g gand) date ol an %5 & giae
Ay sl bl 1) ae b Captin A Ael) Gl sl (e JIa e 23 5aill o Glly it Lo le 58
A€y 3 sl (35 Al i (g0 Y L 5 (1675 SN LU Sl ) i) 00V L lai w20V
i oW s pual) alail) 23 gy i g ekl AKsgll cl il 2 (pe 2SI
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JalS5 de 3 5m 5 Al 4] (1987 A il 2 HLET WS 1 juaill cal) b A8Sal) i
13 5 ¢ i) sl & lEdal) i Jaf e VECM Uaill rams 73 g 505 (30 03Y <) il o idie
Jsaal) OSA ey ¢ 5 sl am sl 53 pal) Jaf (e sl 115l 3 momaall (500 5 Unil) s aa s
Ol S el (%5 Jlaa) (5 glue die & gina D135 0.99- o G Ha8 thdll musal as Al (o) Jaa D 52l
O LS ¢ (an) ) ) san ) sl b Aal) J gV la VSR (e %99 Jalay Lo aaay 73 sl
Sle il s Joshall uall SIS 4 4V Jsa¥1 dla (e %99 638 L alny 5 5 3all sl o 2 i)
(6 snsa die (5 siall am ) sa Jyshall JaV) ANFA el uail) Jalae o) I 55N 5203 WS gl pus aa
Jal e cpomil) o e 50l A80) e (aly (o3 cduludl (o il Jualill y 48 5ia 43 ,L3) 5 %5
zsaill & Al JSLAL (oamy 3 5m 5 AlSaly n s Lo 13y« HAN)  Abalal) chldiill Lasaa] Gl
tady JSa) 53 slad) 8l ey U oSl sand) Hlas) il of e Slad canaill aall Jals ,VI
MR il Jame (e e ()58 28 Al )iy Sl aal) 23 saill y dusl )l 5 o caaa sl 6 (4
Iy e il sallall  Adad Adle dadai o liel 4anin 55 e ARDL 73 sai e Lo 13 5 4 5l ad 5 al)
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(Uasd) st 23 ga) il sal) B 483l 2(4) ad ) J sanl)

) paial) )il Sl L) | i i Al Juiay)
D(INT) 0.00566 0.006124 0.925462 0.3562
D(MM) 2.35289 0.057356 41.02245 0.0000
D(NFA) -0.99435 0.006272 -158.5283 0.0000
D(REER) 0.00765 0.153639 0.049839 0.9603
D(REER(-1)) -0.01276 0.227738 -0.056042 0.9554
D(REER(-2)) 0.07471 0.231779 0.322361 0.7476
D(REER(-3)) 0.03622 0.148096 0.244575 0.8071
CointEq(-1) -0.99603 0.006274 ~158.7668 0.0000

Wadl) @M CA)AA Alalas
Cointeq=NDA - (-0.0415*REEF - 0.9983*NFA - 0.0280
*MM + 0.0057* INT + 0.0784)

Jashall cadl clide

Variable Coefficient Std. Error t-Statistic Prob.
INT 0.00569 0.006145 0.925997 0.3560
MM -0.02799 0.033804 -0.828175 0.4089
NFA -0.99831 0.007835 -127.4156 0.0000

REER -0.04151 0.079589 -0.521673 0.6027
C 0.07836 0.165045 0.474787 0.6356

Jashall Ja¥) o) s Aoles
DNDA =-0.041 *REER - 0.99*DNFA - 0.027*MM + 0.005*INT+0.078
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38 5 ¢ 0.95- dasill die i) kil aiaill Jalee dag o) Jaadl ¢ S0 o Uail) bl ol
Sl (il 5ok g sl 25yl IS Jau 5l Ll dpial sas 5 i) WIS 1 5al) el o) iay
5 3 ) s ) Ui Qb ) 5asl) JS S a5 L Jyshal) sall B sas 5 0.95 o ddall 4l gl
G el e gaiil) Gielaall s i) 51 jaas o 15 WN) agd) s 2 %5 Jlia) (5 siuse die (s sine
e o eVl ddds &LV cApadaill Auludl (g lil) Jualill Gullie GIS Lagl V) 4lan V1 Laghy sine
b gl tlal) e g6 e Jo () o su) Lol AT gl Sina JS6 ¢ eiliil] 5 yela Lo CiAy Ape
3o el shail) olli J el ol il e ) Adal) J pa V) dla (i ) g5y () Cae Laal)
sras ey ol AUl 1 B 8 Apasiail) 5 3adl Gl 5508 aal gig 3D 8 ) Gl i (g a6
anad i) jal) ey HUAVISE ¢ Apaal) A ol ) ) o0 s aalads) (Y Laa sl o 65 L kel BMalld Gl
By 5l ISh 5 SN i) e puaal) JS iy Alad) a4l peal (3 ST (midds Y] ade L sal ) ol
Il dla )i o Cuate anlaia) IS Y cdi sl cslS o] ) g Alaia¥) e ) 5al) el Gaas Y
Opallail) SIS 85 AiaY)

bae Ly 138 5 €203V cpy JEEYI @ Ylaa) o Ly Calad) AUail) 58 Lo clia = 5 plall Jlgud) o)
gy Jin) of s AW 48 el s Awia ) Jpal) bl aiia & 3 al) el mlad (s B o
t=1 5l b 35ladl 2Usil) g (5 oS 0 %80 Jlaial xa %40 58t i) & ) siail) JUai & I o Usdl)
Ol sl lay ot=1 5l b iolis JlaialS 96205t 5l b U] ass aiadl) st %60 Jlaia) Jylia
i ) Uil Gty o Jlaind Wl c9640 s t+1 Zealal) 5 il b ani J oY) Uail) Calay o Jlaia)
959.8 sa t+1 5wl & S ) J5Y e alaill Jgat of Jlaial cpn & <%20 58 t+]1 Leolall 5 il
Y ol G Uil Ola) JlislS %80 Jslie

[0.402 0.598
0.801 0.199

Aloal) 5y VA YEY! Gl sl olal (K&l e cpallail) oy JEEY) st (ady L Ll

6l 8ol aae o Ja Lo 1y Guallail) 5 88 YL @5l 2016 ssemn Lle ) 2002 il e
S5 ol pind Ol n Ll (8 58 ) g Sl e oy (oS U il o s ¢ AV e Lagia
I Al 555V Gail) Jiey Gun sl o) Aia V) cilas ) e %5 anad & Jidy Gla Y1 (ae
Bad JSal JSA Gay ¢ (o) s aiail) la) D) AUsl) Jiay sea ) Jisil) cpa b (1) asiadl) o lsi)
52006 v Coatia Bl ) 2004 Abgn sed O Bl S aa e L ulS il o5 8
Gl Jiie 4l oy b |y gkt Allal) kil sl 50 Gun 2013 A 4l Ll ) 2008 A sl (p
Alaall Alila i Jliind ) 50T Lo 1aa 5 (2008 Ak sa 3 dse 3/ 5V 53 140 (5 sise aai) 4 sall da L)
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o Glal) i) wm il e g Ui JSEI gy ¢ G aUsil) Ul 3 Laass i 5115 Y1 i) Jla b
Lillin oSy saad) e Al Jlie] any ¥ (S5 il 5all Tadill (3 g (5 gina o ciiaa Al cila g L)
il Cae Laal) e Laaty ) 55 Ll WS ¢ Ol () sl i1l ey Jual (e Ll 305 A i Y )y 15 30 g 558
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