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Testing the correlation between exchange rates and inflation
rates in Syria from 1980-2022.

Dr. Essam Ismail' Ibrahim kochaiji?

ABSTRACT:

The Syrian economy witnessed structural changes which affected the
balance of the aggregate supply and aggregate demand in internal and
external trade, due to changes in both the exchange rate of the Syrian lira
and inflation rates in the Syrian economy during the period (1980-2022).
This imbalance is due to structural economic fluctuations, and assuming
that the inflation rate does not affect the exchange rate on the long term,
stability tests, joint integration theory and a Granger causation test were
used. It came with a causal relationship of the rate of inflation in the
exchange rate, meaning that the average inflation rate causes movements
in the exchange rate, that is, there is a long —term balanced relationship
between the Syrian lira exchange rate against the US dollar and the

inflation rate in Syria during the studied period from 1980 to 2022

KEYWORDS: Exchange rate — Inflation rate — Stationarity and cointegration

tests — Granger causality test.

1 Professor, Department of Economics and Planning, Faculty of Economics, Tishreen University,
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UNIT ROOT TEST TABLE (ADF)
At level

EXRATE
With Constant t-Statistic 7.0644
Prob. 1.0000

noO
With Constant & Trend t-Statistic 5.7861
Prob. 1.0000

noO
Without Constant & Trend t-Statistic 8.0194
Prob. 1.0000

noO

N R
d(EXRATE)

With Constant t-Statistic -0.2124
Prob. 0.9251

nO
With Constant & Trend t-Statistic -0.8887
Prob. 0.9424

noO
Without Constant & Trend t-Statistic -4.4996
Prob. 0.0388
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root
IFRATE
With Constant t-Statistic 1.5990
Prob. 0.9991
noO
With Constant & Trend t-Statistic 0.7677
Prob. 0.9994
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Without Constant & Trend t-Statistic 1.5659
Prob. 0.9676
noO
At First Difference
d(IFRATE)
With Constant t-Statistic -2.6365
Prob. 0.6580
nO
With Constant & Trend t-Statistic -3.0558
Prob. 0.3480
nO
Without Constant & Trend t-Statistic -6.9879
Prob. 0.0467
ves

Eviews 10 zalin clsjda i jradll

125



2‘_,_\:“,5 asd ) Lhelan) alas .3 2023— 1 ssal) — 1 slaal) — Laldl) duihgl) dealal) daa

Granger causality test : i) i JL33) -3
zes Las (Y1 Gyl die A el clpuiiall Fiall) Jedladl il silad) HLasY)
.Engel Granger jails dai) cawss Gl priall () 4801 4ol dal<aY)

(&b Snte dnajll Dl (gaa) CilS 1) Loyl ddlaan) duad jlas) b Las) ae
Ll st 73l 1Ka3 1969 ple b 8ye JoY anlill & g (Y] ALl ull o ad5
Pa e Wylial (e alaBy) 8 Gl 0b dola aihs DS o8 CBayaall cildals )
Al jaiha s (oAl Ay Aledad Aaladl adll aladial drie) Ak ol Cigan G ol
toplaae el e )

oyl 8 Cuddl Gaay @

oyl Adidl adll Joa 52y lagles 40l Conadl @

()

P[vt+1) €AT () #P[Y(t+1) € A T—x(v)]] )
A0 Aol ) deagil) 2 adail) Jaray Ciyeall jaw (gt o yails dna Hlodl
el G dsaad) ABall e dnaw JLS) 1(4) Jsaal)

Pairwise Granger Causality Tests
Date: 06/08/23 Time: 19:55
Sample: 1980 2023

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
EXRATE does not Granger Cause IFRATE 26 32.6599... 3.5821...
IFRATE does not Granger Cause EXRATE 6.27370... 0.0073...

Eviews 10 zalin Glajia : jradll

Jare (8 Cayeall Haos A LAY ilasy) AN (g o (4) o) Jsaall (he ey
L Do 35ag pdm paal) Giah Ui & (a5 (0.05) e ST a5 (3.5) (gl pail
pdal) Jira (B QIOAT Cued ¥ dipal) s Glal o Giaa il b Gipall el
D b pdoaill Jaee da LasY Adlaa) AN (ggiue o Galadl Jgaal) (e iy WS
el Gyl iy paall G G o (s (0.05) (e ial 545 (0.007) (golws apual
G pdoail) Jana GlSaS o nay il g b pdoail Jural Ay ABe 2045
dipall e bl
Johansen Cointegration test :¢idall Jalsil) L3l -4
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2 il (o2 A ll saiha HLaa) Liasaae glle 4 i el JelSHll lad) s
Jlsill Johansen ¢ uilaga HLEA) e 3) cdadd (o pate (g Saaly JalSE ABDLe dga9 Alls
JBadaie Ol yprialy JalSs AL ey iSL o il
Slo s Y JalSall dlslang ale oladl (o 1l e (eed die Sl gl JalSll las)
Qalras ol ple olad) calalis Jalee o (g9a3 JalSall Aslaas ale olad) (50 cabalis Jalea
b ale olatly Glilll e ale olad) ¢ JulSall Aalany bl s ole olatl calalis
ecalil) Alslad
si—all paail ¢ uadd) bl e @i Gl JalSall GlEBle paas Q0 doladl 8
osnall e i Eua ((SIC) 5 (AIC) clashad) julaa e Talaiel ol culis (aDll)
Bl e Laadl cella) by ) sasenll jomally el il JolSll cligiasn ) Y]
98 Ay yaal) el Coaliall JalSll (g5t o ccilaglaad) ules s o(5) &) Jsaal)
die e Lo 2aa (1) (oo LDl el 558 o LS cplalis Jaleas ale olail 090 gl Y
((SIC) el (23.70321) dasilly (AIC) Jladl (23.31611) desil
clagleal) julaa o alaie¥l cpaiall dualial) Jalsil) 43 a3 1(5) Jsaad)
Sample: 1680 2055
Includod obeenations: 26

Series: IFRATE EXRATE
Lags interval: 1 to 1

Selected (0.05 level*) Number of Cointegrating Relations by Model

Data Trend: None None Linear Linear Quadratic
Test Type No Intercept INntercept Intercept Intercept INntercept
No Trend No Trend No Trend Trend Trend
Trace 1 (o] o (o] 2
Max-Eig a1 (o] i (o] o

*Critical values based on MacKinnon-Haug-Michelis (1999)

Information Criteria by Rank and Model

Data Trend: None None Linear Linear Quadratic
Rank or No Intercept Intercept Intercept Intercept Intercept
No. of CEs No Trend No Trend No Trend Trend Trend

Log Likelihood by Rank (rows) and Model (columns)

o -302.1763 -302.1763 -301.5046 -301.5046 -300.1833

i -295.1094 -294.7636 -294.1615 -294.0814 -292.7602

2 -295.0480 -293.9759 -293.9759 -289.9204 -289.9204
Akaike Information Criteria by Rank (rows) and Model (columns)

(o] 23.55203 23.55203 23.65420 23.65420 23.70641

i 23.31611* 23.36643 23.39704 23.46780 23.44309

2 23.61908 23.69045 23.69045 23.53233 23.53233
Schwarz Criteria by Rank (rows) and Model (columns)

(o] 23.74558 23.74558 23.94453 23.94453 24.09351

i 23.70321* 23.80192 23.88092 24.00007 24.02375

2 24.19974 24.36789 24.36789 24.30655 24.30655

Eviews 10 gl @laha :jsaal
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(pamcail) Jamag cciyaall paa) Al Clpuaial JalSall 25 aa3 23 gl Laay) dsa
S e (1) e elaY) @l aaats (abalis Juleas ale oladl 53) Js¥) (gsiall 2ic
H(6) o5 Jsaad) & i) maasw e piall Jalally ) laa) A e Jsaanl)

Ll il @il Jalsilly 51 Lasl :(6) Jaad)

Date: 06/08/23 Time: 20:14

Sample (adjusted): 1990 2023

Included observations: 26 after adjustments
Trend assumption: No deterministic trend
Series: IFRATE EXRATE

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.419353 14.25671 12.32090 0.0234
At most 1 0.004712 0.122799 4.129906 0.7728

Trace testindicates 1 cointegrating egn(s) atthe 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.419353 14.13391 11.22480 0.0150
At most 1 0.004712 0.122799 4.129906 0.7728

Max-eigenvalue test indicates 1 cointegrating egqn(s) atthe 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegrating Coefficients (normalized by b'™*S11*b=I):

IFRATE EXRATE
-0.049689 0.006866
0.027844 0.002811

Eviews 10 gl @la a1 jsaal

Jal 585 (0.02) (s5iune 2ie (gsine idall JalSall SY1 las) of Galad) Jsand) (e ey
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a6 gl cdandl Gapdll iy pnall s by o5 gy ¢(0.05) m si—al a5 (0.01)
pdail) Jarag uaY) o) Jilia Ay guadl Balll Cipual) Jr c oY) Alighs 43l55 ABle
2022 (ing 1980 O duagaal) 81 M Ly pau b
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