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O ABSTRACT 0O

The purpose of this research is to study the determinants of the real exchange rate in
Syria during the period 1990 to 2011. We employed Vector Auto Regression (VAR) model
to study the long-term relationship between the real exchange rate and the factors affecting
it. Also we applied the Granger causality test to investigate the direction of the relationship
between these variables. In addition, the Impulse Response Functions (IRF) and the
Variance Decomposition to determine thecontribution of thesedeterminantsin the
interpretation ofthe variance oftherealexchangerateof the Syrian pound. Eight possible
determinants have been included in the empirical model: Foreign direct
investment,real GDPgrowthrate,money  supply, = government consumption, trade
openness,real interest rate, terms of trade, political stability indictor.

The variables that have been found to have a long run relationship with the real
exchange rate are: theforeign direct investment, real GDP growth rate and trade
openness.EspeciallyForeign direct investment and Real GDP growth rate which have the
greatest effect on the real exchange rate, while the trade openness had the least effect on
the real exchange rate in Syria.Leavingthe other determinants with insignificant effect on
real exchange rate in Syria.

Keywords: Real Exchange Rates, Foreign Direct Investment, Real GDPGrowth Rate,
Trade Openness, Vector Auto Regression (VAR).

*Assistant Professor- Faculty of Economics- Tishreen University- Lattakia- Syria.
Postgraduate Student- Department of Economy and Planning- Faculty of economy- Tishreen
University- Lattakia- Syria
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0.4498 0.779279 0.029260 LNFDI
0.3053 1.067202 -0.005937 GGDP
0.8090 0.246734 0.014741 LNM2
0.0623 2.039375 0.583800 LNGOVGDP
0.6319 -0.490551 -0.085343 LNOPEN
0.1898 -1.383583 -0.006586 RIR
0.0132 2.868774 0.277213 LNTOT
0.2360 1.242543 0.002100 SPI
0.3569 0.955250 1.564046 C

F-statistic: 6.180798
Prob(F-statistic): 0.002069

R-squared : 0.791821
Durbin-Watson: 1.008433

Eviews8 malin clajiar juaall
Do) Aed alidsl i R-squared aaaill Jales dad ¢ li)l Adaadle oS @bl Jeaall e

i) Laea gl ADLally (@il lasil dgag uSay oM QYIF-statistic > 4 dad o LS L gails ol
i) 08 el | Dbl i day & Gaadl ki 13
Unit Root Test saagll Jia JLadl Yl
3aagll Hia agag ade o (DLEu) a2e) 35y (e SHL galadiind  Say A AblEaY) e e <l
;L) i ADF lial e Gl sda b slaie¥) 5 a8 el Al 3 (L))
:ADF lia) e slaie YU duball cpsiad sasgll s Laal wiliv o (3) a8y Jsaal

ADF CITY 34;33\ Jl@ Jl—.ﬁi\ (3) dj.\eﬂ

Diffe;ent ! LE}F/EL Prob Exogenous axiall
-3.756997*%* 0.0430 Trend & constant Ln RER
-1.842657* 0.0633 None Ln FDI
-2.721630* 0.0908 constant GGDP
-4.673240%%* 0.0090 Trend & constant Ln M2
-3.558365* 0.0631 Trend & constant Ln GOV
-2.841491* 0.0723 Constant Ln OPEN
-4.385222%* 0.0118 Trend & constant RIR
-3.248142%* 0.0723 Constant Ln TOT
-5.228066%*** -1.509927 0.0024 None SPI
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Sl xie jEae *** (%5 die T *F (K10 2e e *ordsaall e callaadl

¢ asSall Byl gl pal) ¢ glaill ~UEN) cgyladll Jalil) CNVama cCipaall jau) lpuial o
Sy aned) Ly ill by o5 gl Bansll ia gsind V(i) LA ¢ sail) Jane ¢ Al 325l e
S e e agBaagd) jia (gead ubndl SR putie Alule o s (8 L gligie (8 B e
) Anpall (e ALelSie cinaal L ) @l 38 e (S cgsinall

D08 2y Lad il dsall e LdlA] s ) 5Bl 5 aae 303 e 23 Y VAR gzl Gl
Can el Ja il 48a% el Tplas aslaudl SLEGY) e Cada i 4l el ga VAR z35a1 Cilalas
Bt il (55 o s VARz dgai (3aulat Ja gy b o
ftadl) phaldl) de aae yaal Ll

Ll (e Al a3l shalill sas Jsday (3l Lo aant (g Jany ol andsas (1981)SiMSs a8 Loxic
Dlee 2o o S el shalill Bae Johay (laty Lad adfl) SSall uint Jal (gas 1AL St clyine e
shlall clp s L) dags G U Jeanl) (Eviews 8 zalin 8 baalic] aiy ey AilaianY) oSy 40eS
Al @bty e Ggalally dliag

bl b s LS @il (4) Jsad)

Lag LogL LR FPE AIC SC HQ

0 -84.68562 NA 1.46e-05 8.731964 9.080138 8.807526

1 -8.512806 | 94.30920* | 1.46e-06* | 6.144077* | 8.929470* | 6.748578*

Eviews8 zaliy cilajia 1 juaall

) ALl el e &Y daal dag e 3y Al 23 seil Auliall slalal) e jlas)
Bl (1) oo gisal 8 385 o qany A sl 5538 o s Jgaall e (el il ad of e e
Syl oda e Ailll dedd) uled) Gl
VAR zlgal i gilii : GG

rn oa i) il el o6 Al ey VAR g clValas (e 3aaly Aalas e aladie V)
oy (525 Auayall o sial) 2 3 el e (3 Loyl Alfisall hsiall o (gAY clpurially ¢ &idall Cajpeall
zhsaill sagn e opill Dl glail) Jolall Jane e Cada 5 \gila b a

c i) o3 Aygine ISy il paially Alfisddl il (A Guy (5) Jsaad)

VAR igai dslaa i (5) Jgaad)

p-value da8 t 4las) Talzall sl
0.0000 6.744643 0.781763 LNRERC(-1)
0.0349 -2.354504 -0.041903 LNFDI (-1)
0.0655 -2.011563 -0.006469 GGDP(-1)
0.1820 -1.410090 -0.003814 RIR(-1)
0.7804 -0.284697 -0.044290 LNGOVGDRP (-1)
0.1706 -1.450601 -0.047019 LNM2_(-1)
0.0888 -1.839112 -0.161289 LNOPEN(-1)
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0.0349 2.354962 1.928219 | C

F-statistic: 22.24452
R-squared : 0.922945

Durbin-Watson: 2.425785

Eviews8 malin clajia i juaall

teh Lo oty (5) dsaad) e

Shiiall Capal) e o ol ST (an)y ale) saals dpey syl Al ddall Copall e o) 11
.(0.781763) Ualaa;

1 (%0.04-) laiay Lagall Copall jau mindl %ol laiey bl iaY) Ly o) LK L2
D O gine Ralad) Ao 2a g (s o0l Bpadl) n)igygud) Blll Cipa jau (s g L)) @l
Elbadawi g3y gkl Edwards z3ses e duhal) Ao i, jblall ia¥l ldiu¥ly ddal) Capall
Dlaadd eyl 3V o) .(Samara, 2010) «(Sohrabji, 2011) leie cluhall (e ypell Aol aas
Jsaall L3 salll (A e Lolail op (Sar Ayyguad) 5yall) Cipem prad Linl) Aadl) e il ua)
Oo i Jsaall 8 5oLl ey apiliall ApiaYl colldin) saly) ge Aaslilly ddla) Alle 2y Jil Cae
b stin g i) am Lo sag adud) oda land alag il daall ol e callall ad i ks oDl
G Gy LY 3aly o LS L (38lall Lpaniill (385 SN Copall jru alissl f) gl 5yl Aok
Jolie Zpial) dleall dad (mlits) ) sam Lo sas Aial) dlaall (e g pmall 5205 a5 LaiaY) JlsaY)
) el Al o o ABL Aagiill e 13 L Alaall dleal

dua gl ((%0.0064-)  laiay sl Copall jras (miss) %1 laiay salll Jaxa 22)) LIS .3
e on (10 AN e i) Lygine Ayla) ADle 2065 1Y) Apysudl ll) Cipn yrus b s gl
s Jame g iyl of T (Samuelsson-Balassa 4k ae iy 135 sl saill Janes sl iyl
Lpantll (385 Ada)) Copall o (alidl) Copall jras b s g i)Y gam Jaay) el il
«(Kia and Eslamloueyan, 2011) 4.2 «Elbadawi T35 pe 43815k dagiil) e la LS L (3304l
Ol Ay & A 028 39as e T (Samara, 2010) il of LS. (Kakkar andYan, 2014)au) s
3l i 33l ) sagie Jleay! ol i) 3 salgll oS Tyt Laleaidl 055 (S oY) 31 13
oy 3133 o) Agdad) wbdl (e mpall G LS el ) e ) 5aL5 sl Lo aag (J2a (g
o3 . Vsall Jilie Ay gual) 5yall) Al i g laiy) L5 Adaall Sl (ggiane g 1Y (5350 Lo sy Al
Al Ao i) dpajdll Job a3 daill

il pall alay) LS ¢ oaill mpally agall Copall e G Dpsine y (SADIe 228 .4
O S clag ) cluhall e saell lia (%0.047-)  laieg sl Copall jeuw (misil %1 laia
o LS . (Mkenda, 2001) wluly 8 WS dishall dal) 8 Ladall Cipall e ciladas (o Gad 201 age
Slo gsine S gaill el yuad (S5 A (Issa and Quattara, 2008)4y s & dalaglulall e sl
(M2) gl iapall 0l ¢ dgypn 8 ADNaD) 020 Aygins ade 5ys oSy . Jyshall Ja¥) 8 ddall Copall jrus
agle xS0 Lo @llyg dyghall Ja¥) 8 1 e Gady il Ja¥) 8 i i ) dpen) criall o yiing
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(Edwards, Jdyshall Ja¥) & Jadall Copall e e 555 lasy Aadall caiall G el gAIEdwards
Capeall jas Aol b J2lal e Copall e e i il [yl () cclld cula ) . 1989)
g (b sl apal) (& LN 0 ol Agypn (B (mitie 433 OIS an) Cipeall e of Lagg ¢ Gial)
AN Aol A i) (mdy ey 138 A el 8yll BEa)) Copall e o gsia i

asSall G o) LK ¢ asSall GlasYls sl Copall jrus o dygine pe (S1ADe 22 .5
Cua (phillEdwards zigei ae Gi 14y ((%0.0442-) e 88l Gpall jaw i) %l laia
lahyall any pe G5 Aagill a3 f LS. bl e aael) 8 (gsina pe ysiall 13 o] Edwardsasg
& -(Oriavwote; Oyovwi, 2012) «(Zalduendo,2006) «(Takendesa,2006 ) lul)y i LS aslud)
sy .(Yan; Kakkar, 2014)4uhaS clasall aa il s J5lw o ciluhal) (e el of cails
OSa 1305 Jyolall Jal) 8 aSall 3D goina 5 Gl Ll 4df 45 Ji(ISSa; Quattara, 2008)au),n
Oa daa Lae L paliall sy jaliall dludl plad o (gsludia JS5) (355 4y puall dasSa]) ol Lol Db
Al Gl il (b e 13 LAY Copall jau o gsina 5 e casSall Y

1 «(%0.161289~ ) Lliie; ddall Copall jras sl %1 iy g)lail) ~ L) alojl WS .6
On (%10 AV (s die) Aygine Aulay ADle a6 13 Ayl )l Cipn jau 8 s 5 a3 cllia
Elbadawi z3sa aa (gykill Edwards = 3gas aa 3155 Aaill oda . gylaill ~GaYly adall Caypall jau
leany b b iy b (e aae 8 sy 1 -6 (f aa g 4ndsai ik Lexie Edwards o V) L
(Tang «(Afridi,1995) <luly Leie Al cluyall (e el 3 a0l dusdyall 38 dagis of LS . AY)
Lpanll B3y el Capall s e e S g)ladll 2 adl of (Dao0,2012) «and Zhou,2010)
(Issa and Quattara, )i o LS (Aysadl sl Copa yrad Zagall dadll e syl o5 of )il
OSar Apysaall 5ylll Copen jeud Agial) Aadll o syl Al g)ladl) 2] o sy s 8 2008
o Al il 3 Led s DA e Bplail) 35l Cabdty dgpudl dasall ol8 ol Lol dagill o3 )0
Gilie Apypudl Bl e B s ¢ ) ) s ZaiaV) bl Sland Galiss) ) o) oaplasll L3S,
Aalal) Lo jall Gl Jod i 138 L ouplatl) o188 EDlee

oS4 (%=0.0038) ey sl Cpeall jeu (mids) %1 latey sl 55 Jara 23) LS .7
Glaball e paed) @l o WS L g hlEdwards  zisei gaa psiall 138 Jay ol iggiee e A5 o2
LS ol saall e adal) 528l Janay adial) Copall s 0 Gysine ABle 2 20 ) clags )
G cipall jrw lasae aldgls Al clu)all 4ualls ((Macdonald and Nagayasu, 1999 ) au)s 4
8 Bl e LS Gan il 13g; 336 A ((Issa and Quattara, 2008Samara, 2010))és) s
Capall yrusy aial) 53800 Jane (pn dygine ADle dgms pde 3 1385 2004 le S Cliaedl) ie 45
Al due all Ay dll (jmdy Jay 138 LAgyse 8 i)

s o i) 533 Jaeay el (apall ¢ o sal) 3] (e JS0 gsine B aag Y cdani
D lane (e gyl ~ LNy ¢ satll Jaray ¢ bl cial) HLEWN (e JS a0 ey . sl Capall
g paall 55l DA Ayyp A sl Caall
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Granger- Causality test il Laa) :lay),

Y siall o Xl 0B Y ¢ X cppstie dgms Jla 8 4l e kil slaidY) Jlase 8 Gyl
aa) 31l il o0 ADL LY ALl sl sase (e Gt X Ll Aglal) culil) calS 1)
Asteriou and ) .culyiall sda (pn A ADle 2a g Y — oladVl A4 — olanVl dplal - dagul) JIKsY)
O il e o ggdall Mage 1969 ale ulall slaid¥) 8 4wl o 5eie Granger il (Hall, 2007
S el Al Ol pially alil) ariall G Al A sl L)) clrially Alalall ol ya)
saglall bl ) Jeagill &8 Eus cdgundl Granger jladl e alaieY)

4l Granger jLid) (6) Jgaad)

Prob. i.é F-Statistic i.a paall dpa s
0.0399 4.90523 LNRER s ¥: HyLNFDI
0.9001 0.01621 LNFDI s ¥: H)LNRER
0.0075 9.07098 LNRER  uw Y: HyGGDP
0.0499 4.41968 GGDP ¥ : H)LNRER
0.3525 0.91091 LNRER s VY : HyLNM2
0.1473 2.29334 LNM2 e ¥: H)LNRER
0.6123 0.26603 LNRER sy ¥ : HILNGOVGDP
0.1803 1.94315 LNGOVGDP  aww ¥: H)LNRER
0.0909 3.19031 LNRER s ¥: H)LNOPEN
0.3995 0.74484 LNOPEN Cuw ¥: H)LNRER
0.7123 0.14040 LNRER ¥ : HyRIR
0.4940 0.48737 RIR  aww ¥: H)LNRER

Eviews8 galin cilajia @ jaall

ol oty Gl dsaad) e
cdal) Ayl oy 8 s ¢ il Copaal) yras sy bl oY) L
cpdad) il by 2 s ¢ iial) Cipeal) jra s sl saill Jaes
cpanll A il J58 o5 Cus (AR Copall ru cann Y gl il
cpall Ao il J5d 28 Cus Al Cipall prn o Vo sSall Blayt
cpandl A il (b o Cas ¢ Al Cipall jan s (g)laall £ L
cdad) Ly il ol 5 Cum o igall Cipeall jaas oy ¥ il 53500 e
Copeall jan G ola¥) doalal s ADle d5ay ) Jia sl A danudl Granger jlidl (gudai xie 13)
2y il oY) W) (e OS O Cus Lol # L)y bl a1 LW e OS5 sl
D O A e Wl legie U g Vsl Cipall e Wl iall Cipall e Cay (o)l
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3 ooV Ail) Adals Ay ADle dgas 28 Al JlaaYl Jaall w5l ga Janes sl Cajeall
Lo (51 Om anans Ao g pae (it 38 i) (L Al Wl Gl Leguiany o i) NS iy
VAR 7 3sa1 il ae i Al Granger Hloal it o) . Aldsl) Copall jma G

Ay sinall Aliisal) priall ddjee 8 28 VAR 235 Gadii DA g L) deasil) o5 ) i) o
e by palll a1 N ) T V) ikl Jal) 8 Agyse 8 Al Cipal) el B22al)
Lol Jlats i) Jlss DA e ol A sad) 5l Cipan jras A a ol (A5t ApsiS) Laa b
Impulse Response Functionsdlaiuy! Jlss :luald

dah Lo iy et W Gty 3 deaall 5 Gui(IRFS) daall dlaind dlg ol laiaN) dlsa o
S el gyl dllia Lz dgaill 13gd o AY) Aol ol piall Al Al a8l e VAR zisa
saalssany ey denall 1 ald Lagiliy canls (g)lme Cihadl laie Lexall i uld Leglsl ciasall
(Asteriou; Hall, 2007)

Response to Cholesky One S.D. Innov ations +2 S.E.

Response of LNRER to LNRER

Response of LNRER to LNFDI

Response of LNRER to GGDP
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Eviews 8 zalin s i 1 jiaall

5ull Ll Aadl) o Lo i (sanly Ain) saaly Aia) 5l Jaliall adall Copal) e 30l o)
5l Al i ol adey Cus Aualadl Al iy 6V Al i Ay el

3ay e Aal) Bidl (DA dgsnd) 5l ki) Aadl) e Ulad i 80 aiaY) LAY 3aL) ¢
Gl Algs 8 Ul Lailiy 4 V). spalall Al sy calyll oda

gl DA o) 3ull Aall el o Ulay) i Jlaa) sl gl sa Jana 5045 ¢
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Sull Ladal el o s oxfl Al a5l iy (V) 55 DS (olail 2 ) 52l ¢
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Variance Decomposition bl cilisa Julas :Lusbu

Jae z3sall 8 clpariall sl Ul cpls a3 jial] dsnil) LeaaY) ol i Sa Gus
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e o imes zdsaill Cibiia e itia IS ) (s3n5 G seal ) e JSI gl U oals A e
a1 gAY il b gl Tad g ands i) 8 sl et 1) spm puitie ol (3 sl ol
@ Ll laie GIAS Ay piall (8 il ) gim sdlls Lo arie (A il lake Gy Galil) S
(Asteriou and Hall, 2007) .z 3seill & A clysad) ) g3

H(7-3)dsanll b LS milial) il Aol Cpria e HLEAY) 13a Galai aay

A 3% %100 @AUlls A9 a5l Gdall Copeal) a8 (5l Uadll) ) o Jonl) il el
%27 ) pilall 55l & ciliay G ZaaDU) i) 8 dawil) o3a (il s Laky i il

oty 3gm sl Cipall e (5l Uadll) el o ol (Ll JaY1) 2006 55 3
i Jane B il U %183 Ay dpny s B pilad) i) LAY ASa 8 pal L)) %24.96
sda DI i) Copall jras 8 i) i 8 Aliid) <yiall 26y Lpeal (mias; leay) sl sl
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0 %4321 ey maal Gim i) 6aY) L) Luaa] Calyl(dasie Jal) duolud) spal b

ey zemeal S Bal) leay) Jad) zll sai Jane dan] cadla)) LS L adal) Capall e & il
il Copeal) e il e %21.64

(0 %46.56 iy mual Cum il iaY) L) dual sl (Jushall JaY1) spalell spall b
el cuzmisil L adal) Copall jeu 3 ) 35SV Y ey & Gas oAl Capal) e &l
oS iall Coypall a5l (e %19.91 s ey muals i) lea) Asall ) i Jone
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ciall Gopall a8 ) e il % 3.21 ey

VAR Tsal Aygine ae Adblgie Gl 5)l0aY) M B dddlgie cplal) Gl Alaiul) Jlss il )
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