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Abstract:

The banking system in Algeria has been characterized by the phenomenon
of excess liquidity since 2002, so much that commercial banks have seen a
buildup of liquidity as a result of rising revenues from the hydrocarbons sector
on the one hand and poor demand for loans on the other, making them look like
hoarding banks with idle cash and no returns.

In this regard, the Bank of Algeria has worked through its monetary
policy tools to address this phenomenon by taking several measures that have
contributed to reducing the excess of liquidity at the level of commercial banks.
However, as the study showed, the contraction of surplus liquidity also
contributed to the decline of hydrocarbon deposits with some recovery in
activity Economic growth which has pushed up demand for loans.

In the light of the fact that the accumulation of liquidity in the banking
system in Algeria is not desirable in an economy that suffers from weak
financing of economic activity, policy makers are required to work to support
the competitiveness of the banking system and to move more towards
liberalization of financial services in it and avoid falling into this unhealthy
phenomenon.

Key words: Algerian banking system, bank liquidity, central bank,
commercial banks, deposits, loans.
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