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Abstract

This study aims to analyze and evaluate the role of monetary policy instruments in controlling the
money supply in Algeria during the period 2015-2024. It examines the theoretical framework of
monetary policy, traces its legislative and institutional development, and assesses the effectiveness
of its instruments throughout the various economic phases experienced by the national economy.

The study adopts the descriptive-analytical approach to review the theoretical foundations of mone-
tary policy through the Classical, Keynesian, and Monetarist schools of thought. It also analyzes
data related to money supply, monetary policy instruments, inflation, economic growth, and unem-
ployment indicators in Algeria. Furthermore, the historical approach is employed to trace the major
legislative developments of the Bank of Algeria from its establishment until the promulgation of
Law No. 23-09 on Currency and Banking on June 21, 2023.

The findings reveal that the study period was characterized by fiscal deficit crises, a decline in ex-
ternal assets, and the adoption of unconventional financing (money creation) under Article 45 bis in
October 2017 during the period 2017-2022. These developments led to a sharp increase in the
money supply and accumulated inflationary pressures, which peaked at 9.39% in 2023, followed by
a phase of reforms. The Bank of Algeria demonstrated relative effectiveness in managing liquidity
during periods of oil revenue abundance through the use of required reserve instruments and li-
quidity absorption mechanisms.

The study recommends strengthening the effective independence of the Bank of Algeria, moving
toward an inflation-targeting framework, developing Islamic banking instruments to absorb infor-
mal liquidity, enhancing coordination between monetary and fiscal policies, and promoting eco-
nomic diversification while reducing dependence on hydrocarbons as an essential condition for res-
toring the independence of Algerian monetary policy.

Keywords: Monetary Policy — Money Supply — Inflation — Money Stock — Required Reserve Ratio
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