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Study summary

This study aims to study the impact of monetary policy on the liquidity of
commercial banks, as monetary policy is considered among the important and
main tools of economic policy, through its influence on the money supply to find
expansion or contraction and credit monitoring, and it is often represented by the
central bank in its capacity as responsible for managing and organizing Monetary
mass through its policies and orientations to maintain financial stability, with the
expansion of the tools used to implement monetary policy. From this standpoint,
Algeria, through its various tools used by the Bank of Algeria, tried to influence
the liquidity of commercial banks, using direct tools represented in the statutory
reserve, the rediscount rate, the legal reserve, in addition to the indirect tools
represented in the mechanism of recovering liquidity and facilitating the interest-
bearing deposit.

Indeed, the monetary policy adopted by the Bank of Algeria was able to be
effective in addressing the problem of surplus in liquidity despite the great
expansion in the monetary mass and reaching achieving price stability, and the
Bank of Algeria was able to address the liquidity shortage resulting from the
decline of the hydrocarbon sector, by resorting to Bank of Algeria to take the
following actions:

« Bank of Algeria has actually kept pace with recent trends by shifting towards
indirect monetary management, focusing on indirect monetary tools to absorb
excess liquidity, focusing in that on legal reserve tools, in addition to modern
tools such as a tool for recovering liquidity and facilitating interest-bearing
deposit, which made it controls excess liquidity.

s The Bank of Algeria has taken a set of measures to reduce the liquidity
shortage, represented by reducing the statutory reserve rate, reducing the re-
deduction rate, in addition to resorting to unconventional financing.

¢ The measures taken by the Bank of Algeria are temporary and insufficient to
address the lack of bank liquidity.

Key words. monetary policy, commercial banks, bank liquidity.
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