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The effect of the exchange rate on inflation in
Syria during the period 2011-2016

Using VAR model

Dr. Rasha Sirop

Abstract

The study dealt with the effect of the exchange rate on inflation in
Syria during the period (2011-2016). The problem of research was to
answer the following question: What is the effect of the exchange rate
on the rate of inflation in Syria during the period under
investigation?

The objective of the research is to study the relationship between
the exchange rate and the inflation rate based on monthly data for
the period 2011-2016 using the VAR model and the causal
relationship between the two variables by Eviews (7)

The research found that a change in the exchange rate by 1%
leads to a change in consumer prices up by about 10% and the speed
of response appear since the first month, and will in turn keep the
consumer price index up by 20% - 40%

The paper recommends the need to work on two axes: (i) policies
that directly affect the exchange rate; and (ii) policies to reduce the
rise in prices of domestic goods and services.

Keywords: exchange rate, consumer price index, inflation

* Faculty of Business Administration - Arab International University.
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A8 saaall 334l
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Eviews 7 zaliy Gilajie 1 jaall

Allgiusal) el @l 2l alide 3 50 QA el IS e yeday
Dl bl 8,00 ALl bl olanyl 8 e LapV) Cpaliiyg cCipaall e
sns Jaall ale (S ¢Ailiae N amey Cipuall e Aluls 8 0 )Y pe cllgiog)
GULLul) o i Y LSy epilabad) i) axe s il 33e DA 4S5k 4
SBaa gl Hda dems o G e e

8 Y o355 Y a8 ol Gandl) Al of LI e SIS iy e ) s
sha) e cleare G Judlad) i (s cial) Jadldl il danla oLy 355
e iy ecpppitiall Ll AL (alsd (and ) Cingd Y dangl jia il
Laadt o) ¢ Lelels dayn g L o (saa (e STy iyl 33 DA Laa i
Augmented ) ADF puod) jllgd — Sov jlidl tlaagsangll s cpe Gaatll )l
-(Phillip Perron) PP (;5,u ulé lidls (Dickey-Fuller test

2y dasgll J3al ADF pousal) Jllh Sy lidl il 2(2) Jsaad) s
Jsb 2aail (Schwarz Information Criterion) Slagedl 3i)lsd s (1
slawslid) (m) Lia)l) <l gadl)
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sasgl Jial ADF gaasall Jligh S JLEal 1(2) Jsaal

Jaid ale oladly eyl ale oladl gf il o9 oailadl)
1.045040 1,0807048- 3,053256 (Level) s
(8]
(0.9967) (0,9237) (0.9993) * oo
Jad i
lginal)
6,943765- | 7,107290- 6,344078- A G CPI
(0.000) (0.000) (0.000) First Difference
(1)5,321037 | (1)3,972505 (1)4,311502 (Level) &lgiva
dpall
6,826812- 7,424081- 6,243875—- uij\;\ s Al EXC
(0.000) (0.000) (0.000) First Difference

Eviews7 zalyn Glada : jaall

Lilias) dygine y Lysundl) ol o (ADF) Lia) il i€ el Jpaall (00
2 ALl o Lagion e sf i) oladly ol am dgag A S elgas g5l 23
(Rasmnall il Can ey e pmgall) Allaia) aadll il 5uin Y dadd ol
xic (Non-Stationary) e e g8 25 (s dangll jia o gsiad Ll ellyg
1 (Stationary) oiase Guladudl seoas JSV1 5yl 28T amy (S (ggindl
) Al (e AalSia Cipaall Hrnsg gl Jland e Gl AN (V) (sginndl
Bansl) s agag e et Gl el A @iy S (e (1)

Cre aSEL (PP Test) ¢som b Hlaal plasiul saagd) )i jlad) ) Jis
) @l vie Al Judlall 4y ) il
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asgll Jial (PP) ¢oum b JLad) :(3) Joaad)
had eyl ale oladly el | ale sladl i s ¢y sailadl)
0,606913 | 1,623565- 2,408687 ™ .
(0,9890) (0,7738) (0,9959) (Level) o
7,107338- | 7,241855- 6,670635- UJ’:;‘i rif"” gtona)
CPI
(0,000) (0,000) (0,000) Diffe
1,73996 | 0,963012- 3,687960 el inea
(0,9996) (0,9421) (09999) (Level) S
3 PO d)oa.“
6,94663~ | 7,468398- 6,243875- i Tosal IS
0,000 0,000 0,000 ,
( ) ( ) ( ) Difference

Eviews7 zaliy Glajia 1 jhaall

aaill Y cleuis (ADF) La¥) il ) Juagll &5 (PP) Slasl DA (s
Gl S loa e gsinal die Lilias) dygina ;e Exe s CPI cpilodoll iy gl
esind Ll elliyg chadd ol s Alaly ol clagisd G sl (o) oladly Culh 25am
O ¢ssind) e (Non-Stationary) syiue ye g8 &3 (res bassll jia e
(JsY) il 2ic (Stationary) (e Gllulud) moas o1 @l 34T ey
O V) bk sl ADle aag o (1) V) dapall e 3Ll Lyl
sangll jda dgay e et Sl paall Apgd (D (e eGpiall

O aais dangll J3a dsas axall Apa by (iY@l e e
(JsY) @l vie ASlu LSl gl die ASLs e Judle o Liadll Judlad
yats Judladl s3a of e Jay s (1) V) Aaal) g alSia e S o
el o mpin il Al 4 plail) ae an il Sl o3 as il e Las
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Al 8 RSl e LSt ((gginall 8 AL e (58 Apaliaidy) & yaial)
O
A o aa5 (Y1 Bl 38T amy ALl e sangll ia SLaA) Gl
sangll i 3y ey Gl Al e S5
2l of ans I Gl 320 may ALl e sangll s L) Gl
Bangll Hia dgag adey ilulid) dy))Eial 2S5
AN Gsd) xie EXC 5 CPI Jsaagh jia JLad) :(1) Jesad

Null Hypothesis: DCPI has a unit
root

Exogenous: Constant
Lag Length: 0 (Automatic — based on
SIC, maxlag=11)

t- Prob.
Statistic | *
Augmented  Dickey-Fuller  test -
statistic 6.943765 | 0
1% -
Test critical values: level | 3.527045
5% -
level | 2.903566
10%

level | 2.589227

*MacKinnon (1996) one-sided p-
values.

Null Hypothesis: DEXC has a unit
root

Exogenous: Constant
Lag Length: 0 (Automatic — based on
SIC, maxlag=11)

9-Enders, Walter, Applied Econometric Time Series, New York: Jhon Wiley & Sons, Inc., 1995, P. 109.
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t- Prob.
Statistic | *

Augmented Dickey-Fuller test -
statistic 6.826812 | 0

1% -

Test critical values: level | 3.527045
5% -
level | 2.903566
10%

level | 2.589227

*MacKinnon (1996) one-sided p-
values.

eviews7 galin lada @ juaal)

:(Granger Causality test) 4xadl 4Blall i) Lad) -1

A (1) G (AN Lol e ALalie Al pgamga il G ) Ty
cCiiall G AR ol aganily caslysladl 3 JAY) e 5agase Ayl
Ly cellginnal) Slad sitas Cipaall s Om Apsad) A0 HailS L) (g
2o aaad caag Sl Ayl iyl Aiail) seadll Lalua LAY 13a o\
ST By 63 VAR Slme 58805 oz 3saill asliall (s UaY) 220) Gsiajll il sandl)
bl Jpaall 3 ek ) celagY) cilags HLa) julee (e oSas e
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VAR gisaill play) cifjid sse L) 1(2)J giad

VAR Lag Order Selection Criteria

Endogenous variables: CPI1 EXC

Exogenous variables: C

Sample: 2011M01 2016M12

Included observations: 68

Lag LogL LR  FPE AIC  SC  HQ
0 -811.5316 NA 84448262 23.92740 23.99268 23.95327
1 -592.0593 419.5794% 149393.4* 17.58998* 17.78582+ 17-06758

2 -589.767 4.247416 157154.3 17.64021 17.96660 17.76953

-586.9266 5.095962 162758.4 17.67431 18.13127 17.85537

-584.0999 4.905281 168752.7 17.70882 18.29634 17.94161

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

eviews7 zalin CGilsjia 1 jhaall
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508 HQ 5 SC s AIC s FPE 5 LR dedll juladl o odlel Joaall (e aas
A A0e Juadl Jia J5¥) Sapl) shalill ofs danly die) 35ad 30 )5
o) On G ol oS
oaiy ¢ Ag¥) e Uay) 30 die Tpandl ALY jaiha L) ehals OV a5k
Copall s Gn A ADle asag pre o Al aiha HLEA) (B aaall dpiah
(CPI) llgisdll el i35 (EXC)
bl ) L5 £(3)J s

Pairwise Granger Causality Tests
Sample: 2011M01 2016M12
Lags: 1
Null Hypothesis: Obs | F-Statistic Prob.
DEXC does not Granger Cause 2.97327 0.0893
DCPI 70
DCPI does not Granger Cause
DEXC 0.81141 0.3709

eviews7 zalin Clajda 1 jhaall

t ok e Jsaal) (e it

s (gl el pine & Cipeall w53 Y) A adall A -
Lgine Allgiadl Hladd H35as Capall jaw o dans A0 dgay Jsaal)
B (rag 3aals duia) 55nd 2ic CPI el & Exe uiall iy o (Lilias)
(0=%10) o ieal Zdlaa¥) Zadll culS Y uaill 2 3

Qa1 (ipal) pros b sl Sl e s V) Al aaall dpad -
Dt llgiaad) e piine B Cus (e dn Al Sgag adan paall A
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< 0.3709 Gyl o2l (3-dlsall (Prob) Adlaal¥l iod Y ¢Cayall

.((l=°/05)

Dl yEise (N (EXC) Gipall jaas e i) dplal ) 48010 13
bl il a5 8 claaally aludl jled of ey 128 ((CPI) ellgind)
alall slai¥) lad (i L aaall Jaias o il 4y ol Had (DA e il LS
bl el i) i) e uSain 13y o L) 8 Capeall e

VAR gisal aii -2

3l Copall e apand S Lgan gy A ) A8 slal Laaa (o 2y
@u —2la 4_vi.| &M\ J\a_uj i g c(Independent) JE e —2la
sadl) yulaall g 50al5 4ia) 55n8 die VAR zdsad iy o6 o(Dependent)
t ) Jsaall ey
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VAR gigail §)al) clalaall :(4) Jgoal

Vector Autoregression Estimates

Sample (adjusted): 2011M03 2016M 12

Included observations: 70 after adjustments

Standard errors in () & t-statistics in [ ]
DCPI DEXC
0.145513 0.060803

DCPI(-1) (0.01932) (0.06750)
[ 1.21948] [ 0.90078]
0.564877 0.177860

DEXC(-1) (0.021161) (0.11970)
[ 1.72432] [ 1.48583]
5.372769 4.795313

C (3.45883) (1.95662)
[ 1.55335] [ 2.45081]

eviews7 zalin Clajda 1 jhaall
N el e (S il VAR zisar of andodlel Jsaall (e
(3) eé) Adalaal)

DCPI = C(1,1)*DCPI(-1) + C(1,2)*DEXC(-1) + C(1,3)
DCPI = 0.145*DCPI(-1) + 0.564*DEXC(-1) + 5.373

caalglly jhall G Hyeanas Cinge pamill Jaae Jules of Aslaad) e 0
el il Jame Gy Aunyl A8 dgag 28505 Lala) Jsde 45
Lok Ae agay Aabeall i Liady dlall s34l 8 piail 8 oy3l5 aaldll
Vsall Coyaa e p i) aie a3 g caaiiaill James Copaall e 3 il o
sanly Adai lada (A seadl 8ylll Capeal) yras alisl) Apygaal) 5yl Jilia S5y
D e ST Gapaal) s 53 <%56,4 Ay il Jame g i) 3 agad
%145 Laith agasd (2 ALl 3340 & adiadl) Jaes
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e Al o e aSl f any el z sl daa (e sl Jal s
t oY) Jsandl 8 (e WS Ljung-Box _lial adafild (sl ddaise
L;éb"n L',:ﬁ\:ﬁ\ Llay) Lol (5) Jgaad)

VAR Residual Portmanteau Tests for Autocorrelations

Null Hypothesis: no residual autocorrelations up to lag h

Included observations: 70
Df Prob. | Adj Q-Stat | Prob. Q-Stat Lags
NA* NA* 0.768782 NA* 0.757799 1
7 0.3816 7.469921 0.4016 7.267477 2
11 0.5084 10.24603 0.5372 9.924612 3
15 0.6169 12.81105 0.6529 12.34306 4
19 0.7674 14.27605 0.8007 13.70341 5
23 0.8778 15.45021 0.9024 14.77693 6
27 0.7414 21.92095 0.8046 20.60060 7
31 0.8669 22.49239 0.9091 21.10673 8
35 0.9303 23.51731 0.9573 21.99988 9
39 0.9578 25.15686 0.9772 23.40521 10
43 0.9836 25.63256 0.9923 23.80615 11

*The test is valid only for lags larger than the VAR lag order.
Df is degrees of freedom for (approximate) chi-square distribution

eviews7 zalin Clajda 1 jhaall

pre Ao pait ) adall g ey are ) A LLsY) lasl
e AalSia Fgall (L 4oy AN (st (g1 die Bloll o (S5 L) agag
daras Cipall pas G jidie JalSS g (A e 13 d(0) i 4
O s il G Jal) Algh A5 ABle dgay ixy Laa ¢l
Ja¥) 8 Lisas ity o edashall Ja) 3 15 gl S5l Sy s
Do AL Aadllys Anlud) ey il adcall Jasad el aisll ofs cJyshall
c Al Capall ey (il
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isa aladiul (Variance Decomposition) ¢ulall @ligSa Julas 1-3

rellginall

Ut ) agm 3 sl (b cpliil e (el ol s et padiing

i) iyl 8 pnl) Uad Y ogey o) jladally ads yial) 3 gl
VAR zisai b 5 AY!
lgtional) Jlaad sdigal Gl ciligla 1(6) )

Variance Decomposition of DCPI:

DEXC DCPI S.E. Period
97.50477 2.495232 14.05063 1
96.90379 3.096206 14.15096 2
94.68583 5.314172 14.88467 3

94.3775 5.622497 14.97195 4
93.79797 6.202034 15.06074 5
93.67293 6.327073 15.08606 6
93.59096 6.409045 15.09998 7

93.5617 6.438296 15.1054 8
93.54753 6.452465 15.10791 9
93.54164 6.458356 15.10898 10

eviews7 zalin Clajda 1 jhaall

s ol gl Slaud ine cpls lisKe didat die 43l Jsaall il el

o ety il ) gie A1 B3 A p8nall cpla 3 sl Uadll e %2.5
e a8 cCipall e paiie () g sl b Uasll (e %97.5 s s
san s llgiad) Slasd ey Cipall e o ABLe apas Al A i
Coyaall e 5l (aless) aag cadcaill 3 5500 8 i) b lisal) oyl
36 (Cag,dall S Gays) A81Y) %93.5 ) Jead dllgidl Sl 830 e
Alial saall adiill Jame a0 8 aslad) Jaladl iy
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Impulse Response Function Jadl) 53,0 dalaiad) )y Julas 2-3

D ol A ellgiadl bl dge Al 1aS A0l sha uSan
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e dlaiad o s gl cllginad) Sland e deali gyal Jad 5y s Cajpall
gl el 8 aals g)lme Calyad) Wahaie ddlgde darial dllgiual
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Ao el Alaia) A jug 4 slaiW s (%10 laie; llginsd) jlad e 8
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s dal g ial) adadll o Callall by Iy s (4S5 .%40-%20
Ohalsall A8 Canaiag ¢ Aaall 7 Y] Conaa G Adaall cilalad) 2l <) sisal
oY) adaill gt Joatlls ddadl) atlee e AR ) 4dsaly dysl) 3l
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ralaliviuy)

Nz gLl A el Ayl 53l Cipn s lass) of Al
il ang ol ol e es A Zagall Ly ) jelay dyysu 8 pdaail)
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Adlall ol ol

AV bl ) Gl Jea g el
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o rale Dl 35 Cipen e b 2L 1Y) cpsma o danll i)
Dlaad g L) e aal) Lol e el 3a5) 2 3l ¢ iaY) adadll e allall
feas e cdladll Glaaally alu)
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e
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:Referances gl

g ad) dadlly aa bl

g phadiul g (B 2580 o bl cophdll matas ¢ Jlsusl L]
Alai®Y) el (3fied Arala Alae celjitiall Julilly Uadl) moaas
A7-31 (o ga 2001 ¢(1) 17 dladl 3des daals cAyplally

A Ay 3aml) 8 VAR zilas alasi) « Hhie calsall ¢oldic ¢ a2
Ao s (8 Aanll GpS Jlaals Jlaall ) M) ¢ gl
¢(2) 28 alaall (3uier drals Apgilally alai@y) aolell (3ied daals
.360-337 4= = <2012

B pall prag 28l aye an Apnd) AR can )yl Al de copall 3.3
—149 L= U= ¢(2) 58 axall ((duall 451L) Alex. J. Agric. Res <L
2013 <160

il ayey bl alall i) 50 (el o dme b (gglaigl L4
Jaasil) 3 gai aladinly (2002-1980) 32l Jahall Hlal) Capea pous e
e o= 2010 (gsilally SN aaall alam@yls 5y Alas ¢ Sl
A132-111

6=7 A 6-1) o5} Gala@l 5yl ¢ g3 Syall dyysis Cipaan .5
http://www.banquecentrale.gov.sy/ Lil,ll kil ((2014/

SR 2012 (2011 Js¥) o8) adiill 585 ¢3S pal Ayysms Ciyaa .6

http://www.banquecentrale.gov.sy/news/infl/december- 1.l
infl-2011.pdf

Ldabiag alae] cebasdl (63S pall CiSal) ¢dy)gud) Adlany) de gaaall .7
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