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Abstract :

This study aims to estimate monetary policy in the New Keynesian model on the Algerian
economy. The model consists of hybrid equations of the IS curve, the New Keynesian Phillips
curve, the exchange rate equation, the oil price equation, the oil production equation, The
monetary policy based on Taylor's type equation, the oil price shock, and the global output shock.
Using the Bayesian method, the DSGE model has been estimated on quarterly Algerian

macroeconomic data from 1995 to 2022.

The results of the Bayesian impulse response functions, the variance decomposition and the shocks
decomposition showed that the shock In oil prices, it was one of the most prominent shocks that
contributed to the contraction of the Algerian economy more than its recovery, and that the
current monetary policy consistent with our basic model followed by the Bank of Algeria is not
appropriate to confront oil shocks and that monetary policy in Algeria only affects the real

exchange rate, that is, Monetary policy does not apply the Taylor rule to confront the imbalances

affecting the Algerian economy.

Key words : Monetary policy, New Keynesian Model, BVAR , DSGE , Taylor rule.
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