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O ABSTRACT 0O

This research investigates the main factors (domestic and foreign) affecting inflation
rate in Syria.

Choosing the factors is based on the analysis of the major economic hypothesis
concerning inflation determinants such as: excess purchasing power, cost push inflation,
foreign inflation.

By using OLS method, we find long run function, and it shows that the excess
purchasing power has no significant effect on inflation rate.

The error correction model shows that high cost rate has the biggest effect on
mnflation rate in the short run.

Key words: Inflation Rate, Excess Purchasing Power, Cost Push Inflation, Foreign
Inflation, Error Correction Model
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Coefficie
Variable nt Std. Error  t-Statistic Prob.
D(IM) 0.068565 0.035707 1.920220  0.0838
D(LIM) 0.068016 0.035966 -1.891129  0.0879
DIC) 0.423407 0.118442 3.574811 0.0051
D(LIC) 0.594380 0.135920 4.372997  0.0014

D(MGDP) 0.397586 0.150469  2.642304  0.0246
D(LMGDP) 0.293077 0.144060  2.034406  0.0693

U(-1) 0.743438 0.275786  -2.695705  0.0225

C 0.003101 0.006946 -0.446461 0.6648
R-squared 0.825579  Mean dependent var  -0.006111

Adjusted R-squared 0.703483 S.D. dependent var  0.053235
S.E. of regression  0.028988  Akaike info criterion -3.942744
Sum squared resid  0.008403 Schwarz criterion -3.547023

Log likelihood 43.48469 F-statistic 6.761770

Durbin-Watson stat 1.927881 Prob(F-statistic) 0.003842
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D(INF) = 0.0685647768*D(IM) - 0.06801632544*D(LIM) + 0.4234065691*D(IC) +
0.5943795404*D(LIC) ~ +  0.3975857737*D(MGDP) ~ +  0.2930765097*D(LMGDP) -
0.743437682*U(-1) - 0.003101105199 2
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5
Forecast: INFF
44 Actual: INF
| | Forecastsample: 1991 2010
3 Adjusted sample: 1993 2010
0 -~ Included observations: 18

1 Root Mean Squared Error ~ 0.043394
' Mean Absolute Error 0.037015
Mean Abs. Percent Error 180.8688

Theil Inequality Coefficient ~ 0.278781

-1 R o Bias Proportion 0.606076

Variance Proportion 0.000523

-2 Covariance Proportion 0.393401
-3 |

1994 1996 1998 2000 2002 2004 2006 2008 2010
—NFF
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