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Abstract

This study examines the effectiveness of fiscal and monetary policy in the Algerian economy and
assesses their ability to influence inflation and support macroeconomic stability over the period 2000—
2025. The study is grounded in the assumption that Algeria’s economic structure, characterized by
strong dependence on hydrocarbon revenues and limited productive diversification, constrains the
effectiveness of macroeconomic policy instruments. A descriptive-analytical approach was adopted,
complemented by an econometric analysis using the ARDL model to estimate the relationship berween

fiscal and monetary policy variables and inflation in Algeria.

The findings indicate that fiscal policy affects inflation to varying degrees depending on the composition
of public expenditure and taxation, while monetary policy remains limited in its long-run effectiveness,
except for the interest rate, which appears to be the most influential monetary instrument in curbing
inflationary pressures. The study also shows that the lack of effective coordination between fiscal and
monetary authorities, together with the resort to non-conventional financing, weakened the credibility
of economic policy and intensified monetary and fiscal imbalances. The study concludes that addressing
inflation in Algeria requires more than short-term policy adjustments; it calls for a structural reform

agenda that strengthens fiscal-monetary coordination and supports long-term economic stability.

Keywords: fiscal policy, monetary policy, inflation, Algeria, economic stability.



Résumé

Cette étude analyse l'efficacité de la politique budgétaire et de la politique monétaire dans I'économie
algérienne, ainsi que leur capacité a influencer l'inflation et a préserver la stabilité macroéconomique au
cours de la période 2000-2025. Elle repose sur I'hypothése selon laquelle la structure économique
algérienne, marquée par une forte dépendance aux recettes des hydrocarbures et par une diversification
productive limitée, réduit I'efficacité des instruments de politique économique globale. Pour atteindre
cet objectif, 'étude adopte une démarche descriptive et analytique, complétée par une analyse
économétrique fondée sur le modele ARDL afin d’estimer la relation entre les variables budgétaires,

monétaires et I'inflation en Algérie.

Les résultats montrent que la politique budgétaire exerce une influence variable sur l'inflation selon la
structure des dépenses publiques et de la fiscalité, tandis que la politique monétaire demeure
relativement peu efficace a long terme, a I'exception du taux d'intérét, qui apparait comme l'instrument
monétaire le plus déterminant dans la maitrise des pressions inflationnistes. L'étude réveéle également
que I'absence d'une coordination efficace entre les autorités budgétaires et monétaires, ainsi que le
recours au financement non conventionnel, ont affaibli la crédibilité de la politique économique et
accentué les déséquilibres monétaires et budgétaires. En conclusion, la lutte contre l'inflation en Algérie
exige davantage qu’un simple ajustement conjoncturel des instruments ; elle nécessite une réforme
structurelle renforgant la coordination budgétaire-monétaire et soutenant la stabilité économique de

long terme.

Mots-clés : politique budgétaire, politique monétaire, inflation, Algérie, stabilité économique.
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Appendix 01: Annual Inflation Rates in Algeria (2000—2024)

Source: Bank of Algeria, Annual Reports (2018, 2023, 2024); ONS

YEAR INFLATION RATE (%) YEAR INFLATION RATE (%)
2000 0.34 2013 3.26
2001 4.23 2014 292
2002 1.42 2015 4.78
2003 4.27 2016 6.40
2004 3.96 2017 5.59
2005 1.38 2018 4.27
2006 2.31 2019 2.01
2007 3.68 2020 240
2008 4.86 2021 7.23
2009 5.74 2022 9.27
2010 3.91 2023 9.32
2011 4.52 2024 2.98
2012 8.89

Source: Bank of Algeria, Quarterly Statistical Bulletin No. 44 (December 2018); Annual Report

2023, p. 116; Annual Report 2024, p. 125.
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Appendix 02: Evolution of General Revenue and Public Expenditure in Algeria (2000—2024)

Unit: Billion Algerian Dinars (DZD)

Total Hydrocarbon Ordinary Total Budget

Year
Revenue Tax Revenue Tax Revenue Expenditure Balance

2000 11871 889.7 242.9 15871 -400.0
2001 13321 963.0 305.3 1505.5 -173.4
2002 1550.6 1111.2 358.5 1603.2 -52.6
2003 1690.2 1200.5 390.0 1974.4 -284.2
2004 1891.8 1380.7 434.2 2229.7 -337.9
2005 2052.0 1490.0 480.0 3082.6 —
2006 2428.5 1758.0 560.0 3939.8 —
2007 3108.5 2270.0 700.0 3687.8 —
2008 4191.0 3050.0 880.0 5190.5 —
2009 4246.3 2950.0 930.0 3676.0 +570.3
2010 4 466.9 3197.0 1124.0 4392.9 +74.0
2011 5853.6 3844.0 1706.0 5790.1 +63.5
2012 7058.1 4826.0 1945.0 6339.3 +718.8
2013 6024.1 3938.0 1743.0 5957.5 +66.6
2014 6980.2 4660.0 1897.0 7 468.0 -1157.9
2015 4795.4 2652.0 1738.0 7656.9 -3263.1
2016 3676.0 17111 — 7419.6 -3743.6
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2017

2018

2019

2022

2023

2024

5719.0

6339.3

57901

95241

10

735.5

83024

2800.0

3080.0

2650.0

5507.7

5577.0

3840.8

2988.0

3496.1

3375.7

8611.0 -2892.0
7016.6 -677.3
8557.0 -2766.9
9935.7 -411.5
12142.0 -1406.5
132327 -4930.3

Source: Bank of Algeria, Annual Reports (2005, 2010, 2015, 2016); Belkasmi (2021, p. 36); Bank of

Algeria, Annual Report 2024, Statistical Table 6, p. 125.
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Appendix 03: Evolution of Broad Money Supply M2 in Algeria (2001—-2024)

Unit: Billion Algerian Dinars (DZD)

Year

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2024

M2 (Billion DZD)
24795
2801.6
3954.4
4399.7
5334.6
6 355.4
7179.1
8110.7
7179.1
11019.9
13311.4
14115.0
13116.0
13 704.0

13616.0
13341.0
15511.0
22341.0
13313.1

+9.03% growth

Annual Growth Rate (%)

18.0

13.0

411

21.2

191

13.0

13.0

-11.5

53.5

20.8

6.0

16.3

44.0

-40.4

9.03

Inflation Rate (%)
4.23
1.42
4.27
3.96
1.38
2.31
3.68
4.86
5.74
3.91
4.52
8.89
3.26
2.92
4.78
6.40
5.59
4.27
2.01

2.98

Source: Bouroucha (2019, p. 155); Boukhabhia (2021, pp. 193—194); Bank of Algeria, Annual Report 2024, p. 6;

World Bank data.
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Appendix 04: Key Monetary Policy Instruments of the Bank of Algeria (2001-2025)

Period /

Decision Date

2001-2008

2009-2019

April 2020

February 2021

April 2023

January—june

2024

July—
September 2024

August 2025

Key Policy

Rate (%)

4.00-3.25

3.25-3.00

325—

3.00

3.00

3.00

3.00

3.00

3.00 —

2.75

Reserve
Requirement Ratio

(%)

6.25—-6.00

12—-8—-6—4

8—>6—3

3—2%

1— 3%

3%

3%

3—2%

Economic Context

Liquidity surplus —

economic revival programs

Fluctuation between

abundance and scarcity

COVID-19 crisis — financing

SUPPOI’I

Post—pandemic economic

recovery
Combating imported inflation

Bilateral liquidity absorption

— 600 billion DZD

Open market liquidity

injection — 755.93 billion DZD

Monetary easing to SUPPOI’I

growth amid low inflation

Source: Bank of Algeria official data (Algerian Press Service, February 2021 and April 2023); Bank of

Algeria, Annual Report 2024, p. 6; Monetary and Banking Council Statement, August 28, 2025.
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Appendix 05: Evolution of the DZD Exchange Rate Against the USD and EUR (2001-2024)

Unit: Algerian Dinars per unit of foreign currency

DZD/ DZD/ Annual Change vs USD Inflation Rate
Year
USD EUR (%) (%)

2001 77.9 70.0 — 4.23
2003 79.7 90.8 +2.3 4.27
2005 73.4 91.3 -8.0 1.38
2007 69.4 94.8 -5.4 3.68
2009 72.6 101.3 +4.6 5.74
2011 72.9 101.2 +0.4 452
2013 79.4 105.7 +8.9 3.26
2015 100.4 111.4 +26.4 478
2016 109.5 121.0 +9.1 6.40
2017 110.9 127.0 +1.3 5.59
2018 116.6 137.5 +5.1 4.27
2019 119.4 133.0 +2.4 2.01
2020 128.3 141.9 +7.5 2.40
2021 135.7 160.1 +5.8 7.23
2022 141.9 149.2 +4.6 9.27
2023 134.9 144.4 -4.9 9.32
2024 134.5 144.5 -0.3 2.98
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Source: Bouroucha (2019, pp. 155—156); Boukhabhia (2021, p. 195); Bank of Algeria, Annual

Report 2024.

Appendix 06: Budget Balance and Fiscal Deficit as a Percentage of GDP (2010—2024)

Budget Global
Budget Balance Global Treasury
Year Balance / GDP Balance / GDP
(Billion DZD) Balance (Billion DZD)
(%) (%)
2010 +73.4 +0.7 — —
2011 +63.5 +0.5 — —
2012 +718.8 +4.5 — =
2013 +66.6 +0.4 — —
2014 -1157.9 -7.22 — —
2015 -3263.1 -15.23 — —
2016 -3743.6 -13.45 — —
2017 -2892.0 -9.3 — —
2018 -677.3 -1.9 — —
2019 -2766.9 -7.6 — —
2022 -411.5 -1.28 -949.6 -2.96
2023 -1406.5 -4.18 -1857.6 -5.52
2024 -4930.3 -13.78 -4978.7 -13.91

Source: Bank of Algeria, Annual Report 2016, p. 77; Bouroucha (2019, p. 149); Bank of Algeria,

Annual Report 2024, Statistical Table 6, p. 125.
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Appendix 07: Inflation Breakdown by Consumer Goods Category in Algeria (2020—2024)

Index Base 100 = 2001 — Grand Alger
Category
Food and Non-Alcoholic Beverages
Clothing and Footwear
Housing and Charges
Furniture and Household Equipment
Health and Personal Hygiene
Transport and Communications
Education, Culture and Leisure
Miscellaneous (N.E.C.)

General Index

2020

35

1.95

2021

8.5

9.7

1.0

9.3

24

1.0

3.7

8.9

242

2022

13.6

10.0

0.8

9.3

8.0

7.8

6.2

10.3

7.23

2023

10.25

9.73

1.09

4.36

9.72

0.97

4.73

9.92

9.32

2024

1.24

4.16

5.04

2.94

0.19

1215

2.98

Source: Bank of Algeria, Annual Report 2023, Statistical Table 5, p. 116; Bank of Algeria, Annual

Report 2024, p. 125.
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Appendix 08: Treasury Operations Statement — Algeria (2022—2024)

Unit: Billion Algerian Dinars (DZD)

Item

Total Budgetary Revenue and Grants

Hydrocarbon Revenue

Revenue Regulation Fund (FRR) — Gross Flow

Non-Hydrocarbon Revenue

Tax Revenue

Non-Tax Revenue

Total Budgetary Expenditure

Personnel Expenditure
Investment Expenditure
Transfer Expenditure
Public Debt Service
Budget Balance

Primary Balance

Global Treasury Balance
Financing

Banking + FRR
Non-Banking

External

2022

95241

5507.7

2295.8

4016.5

2988.0

1028.5

9935.7

2797.8

1948.7

4115.0

3654

-411.5

-46.1

-949.6

949.6

611.7

347.4

-9.5

2023

107355

5577.0

1720.7

5158.5

34961

1662.4

12142.0

32139

28954

5819.7

395.6

-1406.5

-1010.9

-1857.6

1858.0

-217.5

2084.6

-91

2024

8302.4

3840.8

3285

4461.6

3375.7

10859

13232.7

3514.8

3320.2

52742

405.7

-4930.3

-4 524.6

-4978.7

4978.7

3995.0

992.8

-91

Source: Bank of Algeria, Annual Report 2024, Statistical Table 6, pp. 125—126; General Treasury

Directorate.
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Appendix 09: Credit to the Economy by Maturity — Algeria (2020—2024)

Unit: Billion Algerian Dinars (DZD) — End of Period

Maturity 2020 2021
Short-term 3203.7 3563.8
Medium-term 1654.5 1484.3
Long-term 63241 4746.6
Total 11182.3 9794.7
Annual Change (%) 3.0 -12.4

2022

3903.1

1470.5

47416

10115.2

3.3

2023

4192.4

1451.6

5053.9

10697.9

5.8

Source: Bank of Algeria, Annual Report 2024, Statistical Table 10, p. 130.

Appendix 10: Bank Soundness Indicators — Algeria (2020—2024)

Indicator 2020
Overall Solvency Ratio (%) 19.17
Tier 1 Solvency Ratio (%) 15.38
Non-Performing Loans / RPF (%) 59.56
Classified Claims Rate (%) 16.36
Provision Rate for Classified Claims (%) 46.14
Return on Equity (%) 8.31

Return on Assets (%) 1.43

Liquid Assets / Total Assets (%) 13.11

2021

21.60

17.72

58.15

19.64

48.73

14.35

1.72

35.98

2022

21.53

17.74

56.24

19.86

49.94

13.47

1.38

40.22

Source: Bank of Algeria, Annual Report 2024, Statistical Table 12, p. 131
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2023

22.88

19.19

57.53

20.88

47.79

14.12

1.37

40.11

2024
4535.0
16225
5102.7
11260.2
53
2024
22.82
19.37
58.65
20.68
47.83
14.18
143
39.41
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