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G = By + B1 INF + B, Dum (INF — INF) + B3 POP + B4 EX + Bs | + Bs NIPC + Uj....(5)

s
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todiadl) (s3n) 330 ¢ cang e :DUM (INF — INFY) oo)laal

1 deal 330 INFT ojlad) S M) diall (ggies (o ST INF adiill Jane oIS 131 .1
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Between Inflation and Growth. Working Paper. International Monetary Fund (IMF). wp/00/110. P 1 —
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sl e zagail PP sasgll jia jladl il 1(4) a3y Jganl

UNIT ROOT TEST RESULTS TABLE (PP)

At Level
Variable G INF POP EX NIPC
With t-Statistic | -4.6139 | ) | -1.s6a5 |
3.0941 | 0.5245 | 1.1966 1.9364
Constant
Prob. 0.0005 0.034 | 0.8768 | 0.6681 | 0.4924 | 0.3132
With - - - -
t—Statistic | —-5.0632 -2.371
Constant & 3.2675 | 1.5438 | 0.7748 1.6964
Trend Prob. 0.0008 | 0.0845 | 0.7994 | 0.9606 | 0.3892 | 0.7369
t-Statistic | -4.5902 | ) 1 -07052 |
None 1.9892 | 1.1533 | 0.8097 0.6858
Prob. 0 0.0457 | 0.2232 | 0.3598 | 0.4058 | 0.4144
At First Difference
Variable d(POP) d(EX) d(l) d(NIPC)
With t—Statistic -2.5918 -5.437 -5.6587 -5.0604
Constant Prob. 0.1021 0 0 0.0001
With t—Statistic -2.5381 -5.6178 -5.9246 -5.1688
Constant &
Prob. 0.3093 0.0002 0.0001 0.0006
Trend
Without t—Statistic -2.5733 -5.47172 -5.7086 -5.1156
Constant &
Prob. 0.0112 0 0 0
Trend
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ligions e (ARDL) 3L haaily ol JulSall Zingie 35 ladsed e aal ol sesy
23l o gl el 1882 3Ll o3a s il 5 Vs laal) Ul il iy il A
zasall 5o ol sai Jaee b b A 3 dgins Al (ggine dalen 438 il (31 sl

4l i) (Bounds Test) aganll jladl m3bs colsl lly (%9 (g5l dsie (g5hune die yaial)

F dilas) dad cailS Gun z3gaill cilyarie (o JaY) dbgh o idie JolS5 A8l 5ay )

Jod ins Lae %1 1 ke dlas) ANS (goime die agaall HLadY oY) aal) e ST digunall
%9 g3l Lasads %L1~ %7 (o Lo b Appus b il e o (8l oY) A il

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value | Signif. 1 (0) I (1)
F-statistic | 9.259506 10% 1.99 2.94
K|6 5% 2.27 3.28
2.50% | 2.55 3.61
1% 2.88 3.99

EViews10 gl ahaiul caldl Ja e se) RN
Al Syt G o) Aligla A05l5 Bke 3pmse AL sponll el 3 Abadl decmill Jod 2us
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asail) A o 3gail Qughall Ja) cilalee s il 1(6) &3y Jsanl

Variable Coefficient Std. Error t—Statistic Prob.
INF -0.0887 0.039905 (=2.222775) {0.0359}
DUM9 -3.83614 1.538338 (=2.49369) {0.0199}
POP 1.062959 0.330391 (3-21728) {0.0037}
EX -0.21498 0.053733 (-4-000992) {0.0005}
I 0.025923 0.089238 (0.290497) {0.7739}
NIPC -8.42E-05 1.95E-05 (-4.31778) {0.0002}
C 16.34558 3.36989 (4-850478) {0.0001}

G = -0.0887*INF -3.8361*DUM9 + 1.0630*POP ~0.2150*EX + 0.0259%] -
0.0000842*NIPC + 16.3456...... (6)
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Aady Folod) dags copelal 1z 3saill (3858 53ga HLadl 1 jakal) adall) die 7 igal andl Ll
ol Lo st e o dgaill 3 Aol & estil] kil 5085 JSS 2 3aill Aigins ypaatll Jalas
osig 7z 3galll Baga (s STy 7 ((e2laiBY) sall) sl il 8 AL alall il 0 %96
LU daidnll SHLEAY) (e Ales bt o A aal) Akl Aliiad damg Laaslidl) JSLaA (e
lgaal )y el
(7) ) Jsaal 8 dayndl LM i) a3l o o Blsll Ll sl 3130 Lals ) laa) .1
Al daall culS Cum ¢ akal z3sall gy o ladas 313 Lol A e dgag p2e
%1 ANy giiwe oo ST (Breusch—-Godfrey) laay

pamill Ao zasal sl el 50 Bs Y1 laal 1(7) &) Jsal

Breusch—Godfrey Serial Correlation LM Test:
F—statistic 0.448744 Prob. F(2,22) 0.6441
Obs*R-squared 1.685425 Prob. Chi-Square(2) 0.4305

-EViews 10 gelin alaiials Galdl shae) (e jaadll

Ol slial Jganl) & daasadl White jloal Ao oy pelba¥) cpls s aae il L2
DL ALY Al clS 3 edglgdall oladll (uls ol axe Al (e JWA z3gal

adall dge z3gail slad¥) opls culd ane las) 1(8) a3y Jsaall

Heteroskedasticity Test: White
F-statistic 0.318492  |Prob. F(18,24) 0.9922
Obs*R-squared 8.290925 Prob. Chi-Square(18) 0.974
Scaled explained SS 1.850691  |Prob. Chi-Square(18) 1

-EViews 10 gl aladiul Galdl slae) et jradll
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Al3 & aalal o3 clisily A ahall 558 DA ISl Jhin ) & aliy skl 2350
193 Cusumsq
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dadll culS Ramsey RESET jlaal ¢l vie izdeall Cirwagi daede 2 lidl) .5
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sl e el M gl bl JSA Aaaa SLa31 5(9) o3 saal

Ramsey RESET Test

Value Df Probability
t—statistic 2.019626 23 0.0552
F-statistic 4.07889 (1, 23) 0.0552
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b ally bl e 520 5l A agwad elyd SEI LS MR bl b syl
e ) o JIaa) gl L ccliel (g 4 8 Log 2011 ale dysall 2031 & Yails
IS aYaee g il doysun (B adaill A1 de Saa Al A o509 ATlualat) Al Acahall & Jiae
PV sl e sl V) 2 3satl) Albbae ()5S addey Sy o ludia
INF = By+ By GDP + B, M + B3 CAB + B, IMP + y; ......(8)
P V) Ol 2l Sz dsail dlblee L
INF = By+ B GDP + B, M + B3 CAB+ B, IMP + BsS + p ... ... (9)

sy el ) Liejll Judlad) bl (s2e Las) ¢lglhane Cauagiy duhall z 3l aaas Sl
haaial Lol Jadladl bl Lisl) =il (11) &8y Jsaad) mocags 3) o paill dviiliall dongial
FOam ol HlodY L Al

sl Cladse zagall PP sasgll i lidl it 1(11) &3 Jsaal

UNIT ROOT TEST TABLE (PP)
At Level
Variable INF GDP M IMP CAB
. t-Statistic | -3.0941 | -1.735 -1.7282 | -3.3298 | -2.6827
With Constant
Prob. 0.034 | 0.4074 0.4107 0.0191 | 0.0847
With Constant & t-Statistic | -3.2675 | -1.3394 | -2.5011 | -3.4255 | -2.9291
Trend Prob. 0.0845 | 0.8652 0.3263 0.0604 | 0.1633
Without Constant & | t-Statistic | -1.9892 | -0.6152 0.6872 0.0955 | -2.762
Trend Prob. 0.0457 | 0.4454 0.8606 0.7081 | 0.0068
At First Difference
Variable d(GDP) d(M) d(CAB)
. t-Statistic -4.1932 7.7307- 7.7307-
With Constant
Prob. 0.0018 0.0000 0.0000
With Constant & t-Statistic -4.2902 7.6505- 7.6505-
Trend Prob. 0.0074 0.0000 0.0000
Without Constant & | t-Statistic -4.2445 7.7804- 7.7804-
Trend Prob. 0.0001 0.0000 0.0000
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il Claasae adgeil dgasll HlLasl (12) a3y Jsaal)
INF=f (GDP, M, CAB, IMP, S) INF=f (GDP, M, CAB, IMP) Aalaall
11.07843 9.229742 F—Statistic
5 4 K
4.15 4.37 Upper—Bound Critical Value
3.06 3.29 Lower—Bound Critical Value
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paill Canae adgail Jighl) da¥) cilades 3(13) 285 Jsaal)

Variable/Model | Model (1): INF=f (GDP, M, CAB, IMP) | Model (2): INF=f (GDP, M, CAB, IMP, S)
~0.00000000000947 ~-0.00000000000535

GDP (-2.997955) (-1.903439)
{0.0058} {0.0696}
0.709295 0.386063

M (3.392843) (2.636989)
{0.0021} {0.0147}
2.10539 1.43411

CAB (3.750041) (4.595752)
{0.0009} {0.0001}

-0.276254 -0.600897

IMP (-1.099882) (-3.349303)
{0.2811} {0.0028}
20.59132

S - (4.699297)
{0.0001}
~4.855333 19.92947

c (-0.345525) (2.047588)
{0.7324} {0.0522}

NF 0 47E12°GDP + 07003y + | N ~~5-35E-12°GDP + 0.3861°M +
Equation 1.4341*CAB -0.6009*IMP + 20.5913*S

2.1054*CAB -0.2763*IMP —4.8553

+19.9295
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2.92% 9.34% 0.05% 71.83% 1810.7 2631.6 2009
4.40% 12.72% 1.71% 72.01% 2041 2834.5 2010

c G s Ciyeme by ¢ Jpall il by 308 L) 13l Gl U8 e sl £ jaead)




Challl gadlay) 2010 alad &bl SlandlL 2018 = 1970 s5ill e LYy Jaay)  Asall sl

(13) & gala

(5

il Al M S el | alal ) ol salall | ad)
pdil) Syl S| gl Dl
4.64% 396581 449148 [ 72902 | 49207 | 23695 | 376246 | 62678 | 313568 [ 1970
11.46% 7187383 885360 | 198406 | 139260 | 59146 | 686954 [ 141490 | 545464 | 1975
11.43% 780294 894637 | 242998 | 178232 | 64766 | 651639 | 155714 | 495924 [ 1976
11.97% 762636 932589 | 268440 | 167464 | 100976 | 664149 | 148248 | 515902 | 1977
4.81% 872584 1014189 | 237174 | 158472 | 78702 | 777015 | 173444 | 603571 | 1978
4.55% 1003216 | 1174163 | 260210 | 199408 | 60803 | 913953 | 216638 [ 697315 | 1979
19.30% | 1108342 [ 1276309 | 302040 | 192937 [ 109103 | 974269 | 254153 | 720116 | 1980
18.39% | 1188766 | 1393710 | 275825 | 168672 | 107153 | 1117885 | 245770 | 872115 | 1981
14.30% [ 1087617 | 1205663 | 257247 [ 159930 | 97318 | 948416 | 237041 | 711375 | 1982
6.13% 1091910 | 1238435 | 257532 [ 172522 | 85010 | 980903 | 240667 | 740236 | 1983
9.23% 1027622 | 1146599 | 243668 | 160618 | 83051 [ 902931 | 232948 | 669983 | 1984
17.25% 968114 1098700 | 232836 | 154305 | 78531 | 865864 | 230149 [ 635715 | 1985
36.06% 854358 948195 [ 191872 | 101737 | 90135 | 756323 | 183297 | 573026 [ 1986
59.48% 684612 775485 | 124489 | 62397 | 62092 [ 650996 | 122999 | 527997 | 1987
34.56% 741161 809510 | 103545 | 62756 | 40789 | 705965 | 97717 | 608248 [ 1988
11.40% 747015 747251 [ 120900 | 58551 | 62349 | 626351 [ 119559 | 506792 [ 1989
19.40% 803675 800555 | 132969 | 59819 | 73150 | 667586 | 115318 [ 552268 | 1990
9.00% 868872 934550 [ 153856 | 66643 | 87213 | 780694 [ 130747 | 649947 | 1991
11.01% 919899 1024538 | 213174 | 69113 | 144060 | 811364 | 132647 [ 678717 | 1992
13.22% 904560 1022502 | 234944 | 89075 | 145869 | 787558 | 122951 | 664607 | 1993
15.33% 953461 1071759 | 287551 | 120791 | 166760 | 784209 | 128940 [ 655269 | 1994
7.98% 1002378 | 1071514 | 272996 [ 119525 | 153471 | 798518 | 134667 | 663851 | 1995
8.25% 1120405 | 1190568 | 264470 | 125584 | 138886 | 926097 | 131875 [ 794222 | 1996




1.89% 1186752 | 1203147 | 247458 | 143428 | 104030 | 955688 | 135288 | 820400 | 1997
-0.80% | 1268291 1272940 | 260650 | 152485 | 108165 [ 1012290 | 142035 | 870256 | 1998
-3.70% [ 1364806 | 1360369 | 256112 | 152435 [ 103677 | 1104258 | 144725 | 959533 | 1999
-3.85% | 1567613 | 1458706 | 270491 | 172130 | 98361 | 1188215 | 194507 [ 993708 | 2000

3.00% 1638691 1504415 | 307214 | 199796 | 107418 | 1197201 | 197349 | 999853 | 2001
-0.13% | 1712447 | 1558840 | 334153 | 206023 | 128130 | 1224687 | 204204 | 1020482 | 2002

5.80% 1699422 | 1683707 | 392146 | 245635 | 146511 | 1291562 | 221083 [ 1070479 | 2003

4.43% 1931655 | 1997324 | 453664 | 240019 | 213645 | 1543660 | 276945 | 1266715 | 2004

71.24% 2141823 | 2422203 | 533632 | 271614 | 262017 | 1888572 | 294671 | 1593901 | 2005
10.02% | 2230935 | 2390211 | 566728 | 264006 | 302722 | 1823484 | 296626 | 1526857 | 2006

3.91% 2513207 | 2588141 [ 554102 | 266972 | 287130 | 2034039 | 390715 | 1643324 | 2007
15.75% | 2630361 | 2831335 | 522513 | 221052 | 301461 | 2308822 | 389422 | 1919399 | 2008

2.92% 2631551 | 2744732 | 550267 | 266373 | 283894 | 2194466 | 431538 [ 1762928 | 2009

4.40% 2834517 | 2994996 | 639923 | 273388 | 366535 | 2355073 | 491563 | 1863511 | 2010

4.75% 3105128 | 3502054 | 770416 | 540510 | 229906 | 2731638 [ 509729 | 2221909 | 2011
36.70% | 2112320 | 2398015 | 346861 | 90881 | 255980 | 2051154 | 440100 | 1611054 | 2012
82.36% [ 1110429 | 1287453 | 261023 | 39009 [ 222014 | 1026431 | 284998 | 741433 | 2013
22.54% | 1114242 | 1283631 | 188973 | 35921 | 153052 | 1094658 | 400662 | 693996 | 2014
38.46% [ 1054431 1217374 | 358783 | 104017 | 254766 | 858592 | 366398 | 492193 | 2015
47.710% 922703 1070015 | 298785 | 79474 | 219311 | 771230 | 310806 | 460424 | 2016
18.08% | 1062514 | 1287623 [ 429063 | 263272 | 165791 | 858560 | 337932 | 520629 (2017

0.94% 1166939 | 1402370 [ 653900 | 436196 | 217704 | 748470 | 386389 [ 362080 | 2018
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(Al lll e sl eIl 2004 — 1986 sl Dis bl spad

gl /syl gnil AU Gl | ey sl ) | s
10.98% 10976 110909 99933 1986
13.27% 16952 144664 127712 1987
9.22% 17157 203204 186047 1988
0.03% 66 208958 208892 1989
-0.39% -1042 267286 268328 1990
1.56% 23902 340106 316204 1991
11.38% 42273 413903 371630 1992
13.04% 53948 467703 413755 1993
12.41% 62405 565379 502974 1994
6.90% 39381 610356 570975 1995
6.26% 43263 734120 690857 1996

1.38% 10300 755869 745569 1997
0.37% 2897 793341 790444 1998
-0.33% -2663 816429 819092 1999
—-6.95% —-62847 8417175 904622 2000
-8.19% -79811 894197 974008 2001
-8.97% -91182 925337 1016519 2002
-0.92% -9869 1057396 1067265 2003
3.40% 43070 1309960 1266890 2004
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INF* Variable Coefficient Standard t—Statistic Probability Adjusted R~

Error squared
INF -0.320544 0.09008 -3.558426 0.002
DUM1 6.702617 2.524934 2.654572 0.0152
POP 1.599819 0.364897 4.384297 0.0003

1% EX -0.199053 0.064834 | -3.070197 0.006 0.945154
I -0.373834 0.12038 -3.105463 0.0056
NIPC -0.000067 | 0.0000258 | —2.598088 0.0172
C 16.78246 5.230272 3.208717 0.0044
INF -0.355406 0.126722 | -2.804604 0.0109
DUM2 5.790917 3.152515 1.83692 0.0811
POP 1.617576 0.43465 3.721558 0.0013

2% EX -0.229665 0.077082 | -2.979487 0.0074 0.93839
I -0.408245 0.156671 -2.605743 0.0169
NIPC -0.0000827 | 0.0000345 | -2.397531 0.0264
C 21.12292 6.602703 3.199132 0.0045
INF -0.234451 0.088019 | -2.663656 0.0139
DUM3 0.824499 1.406197 0.586333 0.5634
POP 1.412363 0.314218 4.494848 0.0002

3% EX -0.240495 0.058235 | -4.129747 0.0004 0.953643
I -0.287204 0.107081 -2.682121 0.0133
NIPC -0.0000641 | 0.000025 | —2.563633 0.0174
C 20.26506 5.147893 3.936573 0.0007
INF -0.283974 0.126904 | -2.237711 0.042
DUM4 1.042487 2.390127 0.436164 0.6694
POP 2.382741 0.661762 3.6006 0.0029

4% EX -0.182979 0.099614 | -1.836868 0.0875 0.969051
I -0.144699 0.184808 | -0.782971 0.4467
NIPC -0.0000865 | 0.0000401 | -2.157217 0.0489
Cc 14.86365 9.203844 1.61494 0.1286

5% INF -0.307574 0.092026 | -3.342245 0.0045 0.945884




DUM5 4.181694 2.699022 1.549336 0.1421
POP 2.475097 0.773318 3.200619 0.006
EX -0.192689 0.065751 -2.930589 0.0103
I -0.325506 0.141027 | -2.308117 0.0357
NIPC -0.0000278 | 0.0000259 | -1.072823 0.3003
C 11.65846 5.01415 2.325112 0.0345
INF -0.065949 0.106248 | -0.620706 0.5464
DUM6 -7.037305 4.591023 -1.53284 0.1512
POP 3.968405 1.523565 2.604683 0.023
6% EX 0.066824 0.152087 0.439381 0.6682 0.953828
I 0.581598 0.425074 1.368227 0.1963
NIPC -0.000183 | 0.0000793 | -2.302288 0.04
C -0.892735 10.37188 | -0.086073 0.9328
INF -0.185661 0.048499 | -3.828153 0.0009
DUM7 -2.335393 1.916186 | -1.218771 0.2353
POP 0.950404 0.396552 2.396672 0.0251
1% EX -0.205041 0.06254 -3.278567 0.0033 0.937974
I 0.03589 0.123403 0.290835 0.7738
NIPC —-0.0000979 | 0.0000334 | —2.932342 0.0075
C 17.92431 4.818521 3.719879 0.0011
INF -0.171795 0.035665 | -4.816894 0.0001
DUMS —-2.647T795 1.732561 -1.528254 0.1401
POP 0.908738 0.347321 2.616421 0.0154
8% EX -0.20599 0.058229 | -3.537562 0.0018 0.942504
I 0.073839 0.105718 0.698453 0.4919
NIPC -0.0000971 | 0.0000262 | —-3.703939 0.0012
C 17.04606 3.99558 4.266229 0.0003
INF -0.088699 0.039905 | -2.222775 0.0359
DUM9 -3.836137 1.538338 -2.49369 0.0199
POP 1.062959 0.330391 3.21728 0.0037
9% EX -0.214983 0.053733 | -4.000992 0.0005 0.938698
I 0.025923 0.089238 0.290497 0.7739
NIPC -0.0000842 | 0.0000195 | -4.31778 0.0002
C 16.34558 3.36989 4.850478 0.0001




INF -0.101471 0.060419 | -1.679445 0.105
DUM10 -0.950424 | 0.998275 | —0.952066 0.3498
POP 1.183882 0.373281 3.171552 0.0039
10% EX -0.187385 0.059761 -3.135583 0.0042 0.924418
| -0.18676 0.097906 | -1.907543 0.0676
NIPC -0.0000469 | 0.0000196 | -2.395604 0.0241
C 15.16564 4.118821 3.682034 0.0011
INF -0.102407 | 0.058679 | -1.745219 0.0928
DUMI11 -1.061808 1.043508 -1.017537 0.3183
POP 1.176157 0.367384 3.201437 0.0036
11% EX -0.196387 0.062226 -3.156 0.004 0.924775
I -0.183483 0.096449 -1.902392 0.0683
NIPC -0.0000504 | 0.0000202 | —2.496558 0.0192
C 15.6934 4.230646 3.709457 0.001
EViews 10 gl alasial Gl U8 oo el 1 jaadll
(16) 45, Gl
ARDL(2,1,4,2,0,0,3) jsaill Ja¥) 3 il diic z3gai i il
Variable Coefficient Std. Error t—Statistic Prob.
D(G(-1)) 0.650329 0.135741 | (4.790952) {0.0001}
D(INF) -0.320005 0.043813 | (-7.303945) {0.0000}
D(DUM9) 1.058823 1.277081 | (0.829096) {0.4152}
D(DUM9Y(-1)) 8.713392 1.350032 | (6.454213) {0.0000}
D(DUM9(-2)) 5.01632 1.348118 | (3.720981) {0.0011}
D(DUM9Y(-3)) 4.257311 1.336018 | (3.186566) {0.004}
D(POP) 8.278353 2.073023 | (3.993373) {0.0005}
D(POP(-1)) -10.03894 2.36189 | (-4.250386) {0.0003}
D(NIPC) 0.000833 4.57TE-05 | (18.22515) {0.0000}
D(NIPC(-1)) 0.0000616 0.000118 | (5-204686) {0.0000}
D(NIPC(-2)) 0.000818 0.000143 | (5.723198) {0.0000}
ECT_, -2.186798 0.22356 | (-9.781695) {0.0000}
R-squared 0.972752 F-statistic (36.72963)
Adjusted R-squared 0.963083 Prob(F-statistic) {0.0000}
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10
Series: Residuals
Sample 1974 2016
8 Observations 43
Mean -1.38e-14
6 Median -0.042931
Maximum 4.698663
Minimum -6.364387
4| Std. Dev. 2.586825
Skewness 0.015099
Kurtosis 2.433096
2,
Jarque-Bera  0.577440
Probability 0.749222
0 T T T
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Variable/Model Model (1): ARDL (1, 4, 2, 2, 2) | Model (2): ARDL (2, 1, 3, 2, 2, 4)
0.247648
D(INF(-1)) - (3-476387)
{0.002}
—0.0000000000262 -0.0000000000579
D(GDP) (—4.265886) (—8.883833)
{0.0002} {0.0000}
—0.0000000000251
D(GDP(-1)) (—3.076277) -
{0.0048}
0.0000000000266
D(GDP(-2)) (4.956509) -
{0.0000}
-0.0000000000227
D(GDP(-3)) (—4.799651) -
{0.0001}
—0.056953 —0.764562
D(M) (—0.302881) (—4.717283)
{0.7643} {0.0001}
—0.867742 -0.729877
D(M(-1)) (—3.270594) (-3.817021)
{0.0029} {0.0009}
—0.573388
D(M(-2)) - (—3.284326)
{0.0033}
1.570708 1.353025
D(CAB) (4.932813) (5-632598)
{0.0000} {0.0000}
-0.878713 -0.6593
D(CAB(-1)) (—2.691256) (2.632295)
{0.0121} {0.0149}




0.167043 0.112583
D(IMP) (0.825746) (0.726409)
{0.4162} {0.4749}
0.39424 0.601031
D(IMP(-1)) (1.900205) (3-475002)
{0.0681} {0.002}
-13.19309
D(S) - (-2.6143888)
{0.0155}
=70.99232
D(S(-1)) - (=6-400731)
{0.0000}
-25.51869
D(S(-2)) - (-2.618223)
{0.0154}
-25.24247
D(S(-3)) - (=3-598396)
{0.0015}
-0.912911 -1.242373
ECT_, (—8.101464) (-9-8883306)
{0.0000} {0.0000}
F-Statistic 21.25307 29.21306
Prob(F-statistic) 0.0000 0.0000
Adjusted R-
Squared 0.877063 0.930872
Breusch—-Godfrey
Serial Correlation 0.99 0.278
LM test (Prob. F)
Heteroskedasticity
Test: White (Prob. 0.5747 0.8047
F)
Normality: Jerque-
0.154616 0.015461

Bera (Prob.)
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Abstract

This research aims to measure the possibility of applying the policy of inflation targeting
in Syria, and to determine the rate of inflation to be targeted within this strategy, in addition
to determine the most important factors affecting the rate of inflation in Syria. To achieve
these goals, the research adopted the descriptive analytical method in describing the studied
variables and reviewing the theoretical framework of monetary policy and inflation
targeting policy. The first model measured the threshold level of inflation in Syria during
the studied period (1970 — 2016), considering the real economic growth rate as a dependent
variable and each of the inflation rate, population growth, national income per capita,
exports to real GDP, and total capital formation to real GDP as independent variables,
while the second identifies the factors affecting inflation in Syria during the same period,
in which the inflation rate is a dependent variable and all From real GDP, money supply,
imports and demand gap as independent variables, this model is re-estimated by entering
the current crisis variable. The research concluded that it is not possible to implement the
inflation targeting policy at the present time due to the absence of some conditions that
must be met in addition to some imbalances that must be corrected in the macro economy,
as it was shown through the inflation threshold model that the level of the inflation
threshold in Syria is equal to 9% and that inflation rates during the study period negatively
affected the real GDP growth rate, which means that the inflation rate to be targeted in the
framework of this strategy should not exceed 9%. The results of a model estimation of the
determinants of inflation also showed that an increase in real GDP leads to a decrease in
the rate of inflation, while an increase in one of the other independent variables - with the
exception of imports - leads to an increase in the rate of inflation, while its increase leads
to a decrease in the rate of inflation according to one of the two models only, with an
emphasis on The statistically significant effect of the variable of the current crisis that
afflicted the national economy and which played a major role in the inflation rate reaching

record levels during the current period.

Key words: Monetary policy - Inflation - Inflation targeting policy - Inflation threshold - Reconstruction.
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