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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
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Jsb st (Schwarz Information Criterion) Clageadl 55)ls8 jlas (4
sAaliall (M) dgie)l) il sadl)
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sasgl Jial ADF gasall Jligh S0 JLEal 1(2) Jsaal

Laid b ale oladly eyl ale oladl of il o9 sailadl)
1.045040 1,0807048- 3,053256 (Level) o
(8] ,M
(0.9967) (0,9237) (0.9993) .
Sl ydilsa
llgtiuall
6,943765- 7,107290- 6,344078- SN G CPI
(0.000) (0.000) (0.000) First Difference
(1)5,321037 | (1)3,972505 (1)4,311502 (Level) g
dpall
6,826812- 7,424081- 6,243875—- uij\z\ s Al EXC
(0.000) (0.000) (0.000) First Difference

Eviews7 zaliy Glajie @ juad)

Lilias) dygine y Lysundl) ol o (ADF) Lia) il i€ el Jpaall (00
2 ALy o Lagion e sf i) oladly i am dgag D S plgas g5l 2ic
(Rasmnall il Cant ey e pmgall) Allaia) mal il 5uin ) dadd ol
xic (Non-Stationary) e e gd a3 Gay dangll jia o gsiad Ll ellyg
2 (Stationary) osiase Galadudl seoas JSV1 5yl 28T amy (S ggidl
) Al (e AalSia el Hrnng il Jland e (i AN (V) (sginnal
Bansl) s agag e et ) paall A p (miy S e (D)

Cre aSEL (PP Test) ¢som b Hlasl slasiul saagd) i lad) ) Jiw
) @l vie Al Judlall Ay ) il

163



VSRS VAR 30 aladinly 2016-2011 858 A Gy b adaill 8 Copuall jeus S
Basgll Jial (PP) ¢oum qulid JLad) :(3) Joaad)
hid eyl ale oladly el | ale sladl iyl ¢y sailadl)
0,606913 | 1,623565- 2,408687 ™ .
(0,9890) (0,7738) (0,9959) (Level) o
7,107338- | 7,241855- 6,670635- ui’;i‘i gf"” giona)
CPI
(0,000) (0,000) (0,000) Dt
1,73996 | 0,963012- 3,687960 il sinea
0,9996) (0,9421) (09999) (Level) o
{ . & d)oa.“
6,94663 | 7,468398- 6,243875- i Toeantl =S
0,000 0,000 0,000 _
( ) ( ) ( ) Difference

Eviews7 zualiy Glajie 1 juadl)

aaill & Y (e (ADF) LLaa¥!) il ) Juagll &5 (PP) Llasl A (g
Al S o cgsinal die Lilias) dygina yue EXC 5 CPI cpilodull iy gendll
esind Ll elliyg chadd ol s Alals ol clagisd G sl (i) oladly Culh 25as
O ¢ssind) i (Non-Stationary) syiue ye g8 &3 (res bassll jia e
(JsY) il 2ic (Stationary) oise Glilulud) moas o1 @l 348 ey
O V) Ak sl ADle aag ol 1(1) V) dapall e ALl Lyl
Bangll i dgag Ao palt Al asall dum i iy B ey pasial

O aais dangll J3a dpas axall Apa by (iY@l e e
(JsY) @l aie Al LSl gl die ASLs e Judle o Liadll Judlul
Ayasi Judldl 38 o ey Lae c1(1) AV Aapal) go JalSin e S s
el o mpin il Al 4 plail) o an il Sl o3 as il e Las
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Al 8 RSl s LSt ((gginall 8 AL e ()58 Apliaidyl) & yaial)
O
5 o aa5 (Y1 Bl 38T amy ALl e sangll Jia SLEA) Gl
sangl i gy ey Gl Al e S5
2l of ans I Gl 320 may GALUL) e sangll s L) Gl
Bangll Hia gag aae g ilulid) Ay Eial 2S5
AN @A) xie EXC 9 CPI Jsaagh jia jLadl :(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 | O
1% |-
Test critical values: level | 3.527045
5% | -
level | 2.903566
10% | -
level | 2.589227
*MacKinnon (1996) one-sided p-
values.

eviews7 gualip Gilajda : jdaall

:(Granger Causality test) 4wl 48lall jad)s jLad) -1

AT (1) ol (AN L) (o ALalie Ll pgamga il G ) Ty
cCitiall G AR ol aganily caslysladl 8 JAY) e 5agmse Al
Ll cetllginnal) Slad itas Cipaall s Om Aad) A0 HailS L) (g
Mo aaad caayg Sl Ayl iyl Aieil) seadll Lalua LAY 13a o\
ST By 63 VAR Sles 58805 oz 3saill casliall (s UaY) 220) Gsiajll il sadl)
bl Jpaadl 3 el ) celagY) cilags HLaa) julee (e oSas e

166



2019 —J,¥) 2aall =35 alaall —4533ll5 Z0laiV) aglal daals dlae

VAR gisaill play) cijid ase L) 1(2)J gead

VAR Lag Order Selection Criteria

Endogenous variables: CP1 EXC

Exogenous variables: C

Sample: 2011M01 2016M12

Included observations: 68

lag LogL LR FPE  AIC sC HQ
0 -8115316 NA 84448262 23.92740 23.99268 23.95327
1 -502.0593 419.5794* 149393.4* 17.58998* 17.78582+ /66758
2 .580.767 4247416 1571543 17.64021 17.96660 17.76953

-586.9266 5.095962 162758.4 17.67431 18.13127 17.85537
4 5840999 4905281 1687527 17.70882 18.20634 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

eViews? galiy Glada 1 jhaal)
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25 HQ 5 SC 5 AIC 5 FPE 5 LR dasedll uladll o oded Jganll (e ani
Ao ABNe. Jmdl Sy I a3l 3L (ol hanly At 350 3315 50m )
comsial o 3 o (S
iy ¢ s) oLy $3a tie Aol AL yaila L) shals (V) s
Copall s Gn A ABle asag pre o Al aiha LB 8 aaall dpiah
((CP1) dllgiud) e 545 (EXC)
oaibad dad) LA £(3)J s

Pairwise Granger Causality Tests
Sample: 2011M01 2016M12
Lags: 1
Null Hypothesis: Obs F-Statistic Prob.
DEXC does n&t: Slranger Cause 297327 0.0893
70

DCPI does not Granger Cause

DEXC 0.81141 0.3709

eviews7 zalin clajda 1 jhaall

t ok e Jsaal) (e it

cas (gl el yise & Cipaall rw S5 Y) V) aaall A
Lgine Allgiwdl Hladd 3505 Capcall jaw s dans A0 dgay Jsaal)
B (rag saals diia) 55nd 2ic CPI il & EXC uiall iy o (Lilias)
(0=%10) (o ieal ZdlaaY) Zadll culS Y uaill 2 3

Juis 1 (ipal) yros b llgindd) Gl e s V) Al aaall dpad -
Dt llgiaad) Sl piine B Cus (e ds ABle Sgag adan paall A

168



2019 —J,¥) 2aall =35 alaall —4533ll5 Z0laiV) aglal daals dlae

< 0.3709 dp—ayill o3¢l 3-dlsall (Prob) i dlaa¥l i 5Y ¢Cayall

(0=%5)

Dl ysise (N (EXC) Gipmall jaas e cilad) dlal ) 48010 13
bl il a5 8 claaally aludl jled of ey 128 ((CPI) ellgind)
tCapaall w8 lSat ¥ st lSas Gy ccayuall jew 8 s
alall slai¥) lad (i L aaall jaias o il 4y ol Had (DA e il LS
bl el i) i) e uSain 13y o Ui 8 Capeall e

VAR gisgal i -2

b Copall e apant S Lgan gy A ) A8 slal Laaa (o 2y
2 i 4l @l ) el 5 S3e ¢(Independent) JEwe i
sadl) yulaall T g 50al5 4ia) 55a8 die VAR zhsad iy o6 «(Dependent)
t V) Jgaall Lty 3
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VAR gigail §)tal) clalaall :(4) Jgoal

Vector Autoregression Estimates

Sample (adjusted): 2011M03 2016M12

Included observations: 70 after adjustments

Standard errorsin () & 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]

eVviews7 zaliy clajda 1 juaall
N sl e (S aidl 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 Cnge pamill Jaae Jules of Aslaad) e (i
el el Jaae Gy Aunyl A8 dgag 28505 Lala) Jsde a5
Lok ADe apay Aabaall i Liady dlall s2al 8 aiail 8 oy3l5 sl
Vsall Coyaa e p i) die a3 6 caaiiaill James Copaall e 3 il o
sanly Adad laday (A seadl 8ylll Copeal) yras alisl) Apygaal) 5yl Jilia S5y
D e ST Gapaal) s 53 <%56,4 Ay adaill Jase g li) 3 agud
%014,5 Laith agasd (g2 ALl 3340 & adadl) Jaes
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e sl O e 2l 0 ong il sl daa (e Bl e
t oY) Jsandl 8 (e WS Ljung-Box _laal adafild (Lald 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 laqg order.
Df is degrees of freedom for (approximate) chi-square distribution

eviews7 zalin clajda 1 jhaall

pre Ao pait ) adall g ey are ) S LLSY) lasl
e AalSia (Fgall (L 4oy AN (st (g1 die ol o (5 L) agag
daras Cipall pas G jidie JalSS g (A e 135 <1(0) Lia 4
o s il G Jal) Alghe A5 ABle dgay ixy Laa ¢l
Ja¥) 8 Lisas bty o skl Ja) 3 158 gl S5l Sy s
Do AL Aadllys Anlad) Lty U5 adcaill Jasad Al asll ofs ¢ Jyshall
LAl Capall ey (il
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isa aladiul (Variance Decomposition) ¢ubal) ciligSa Julas 1-3
rellginall e
Ut ) agm 3l sl b cpliil i (el ol s Jlas padiing
Apppnail) iyl 8 ponl) Uas ) sgey o) ladally ads yial) 3 5ol
VAR zisai b gAY
lgtional) Jlaad sdigal G 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 ise cpls lisSe didat die a3l Jsaall il el
et il ) gie (A1 B3 A p8nall cpln sl Wadll e %2.5
e a8 cCipall e paiie () g sl b Uasll (e %97.5 s s
saen s llgiad) Slasd ey Cipall e o ABLe agas Al A i
Coyaall e 5l (aless) aag cadcaill 4 5500 8 i) aalisal) oyl
36 (Gag,dall S ays) A81Y) %93.5 ) dead dllgidl Sland 830 e
Alial saall adiill Jame 3 a0 8 aslad) Jaladl iy
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Impulse Response Function Jadl) 34,8 dslaiud) s Julas 2-3

D ol A ellgiadl bl dge Bl 188 A0l sda uSas
@l i) lylade Alsie derial CPI Llaiu) mung o acludy Capall
EXC Capall jras yia Al ands il 3 (1S.D) aal;

et 5 Bt it 1= oy ) JS40

Accumulated Response to Nonfactorzed One SD. nnovations+ 28 E

Accumulaled Respgonse of DCPlig DCFI Accumulaled Respgnse of DCPIig DEAC
B 0
d4 T Jao
Jao o
J2——— — Joo
o e
.')‘
2Tz T4 2 e 7 T2 ' om Tz T3 T4 s e 78 'z w
Aggumuylsted Res ponz g of DEXC i DCFI Accumuleted Respgonss of DEXC ig DEXC
25
e
2 0
.5.
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. B
sl
- ~ T
F] 4 5 I 2 3 4 5 8 1 '8 ]

eviews 7 Folisy Sl ien tydeall
t YIS ) il dgail) 13 Bl vie
Coipaal) o & il s ellgiaal Sl of () oDlel 4 g8 iy
Cipaall e 8 bt A1 (4 JSE)) el Y canmlinil (g ST S0 4c iyl 2ie

Dla 185%10 dpamy Lelin) gl jlad 8 58 Y o35 %1 4y
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e Llaiad o s gl cllginad) Sland e deali gyal Jad 5y s Cajpuall
gl el 8 aals g)lme Calyad) Wahaie ddlgde darial dllgiual
saa culSy cellgiundll Sl Si5e 3 %40-%20 G zshe gl () gz
ODEY Tag a5 Al B3l Ale Jtia Al diag 8)Sae Jadll 33,1 Alaia)
Brilie Jigin %1 e Cayall jau 8 Adlsde dera 6f &) sl (S Vg
Ao el Alaia) A jus 4 slai s (%10 laie; llginsd) jlad e
By Ladipe cllginall Slad Hige el o Lliadl d layen Siging «J5) el
Jused dal g inl) adadll o Callall by Iy s (4S5 .%40-%20
Ohalsall A8 Caeaiag ¢ Aaall 7 Y] Conaa G Adaall cilalad) 2l <) sisal
oY) adaill gt Joatlly el atlee e AR ) adsaly dps) 3l
e AaeKall Gl 44l Cinn e Saab caane e Uslia el Al S
a5 Ny eclarally aludl ore apaell lSial agag Ja 3 clarally alud) e
U 4] dms o 58 1 ¢ o) il s e sl yunts Ll

gyl 530 DA Caipeall e QA lalial agia et G
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ralaliviuy)

Nz gLl A el Ayl 53l Cipn e alass) of Al
il ang ol ol e es A Zagall Ly ) jelay el 8 aduail)
333y Ll =35l (o 81 ¢ puaill saall e llgiad) bl 3 Cipall e
Dl 8 il Al s34 3 i) ) claadlly alid) Sl of ) el
Al oy ol

AV il ) Gl Jea g el

s opsaal o sas gl jia Hlaal aladnuly hEa) cbladl miln ady -1
Cpiall 8 gl 1 Gl (3 Ol Lagl Y] i) (3 s
Om JaY) ALk ol 3Dl 3mg o 0 135 ¢ 591 Aol e DalSie
O riall

e 2alsolaily & Jhadl ADle G (i dpd) 4D Auhy P a2
S g sa Capall jra o o ccliginal) Sl e () Capall e
cpdaaill CYaea B

e (o oble 5w %1 ke Ciyall e 8 Adlsde dara 13
el e elat At Aoy cAndi olaV s %10 ot il e
Y

S Sl AL 3005 8 Aald) saall 3 adoaill Jase g L) agl—4
ey o Lliad) 8 gl Al cellgind) jlend yi5e o Capall
%o40~%20 sy laiipe Sllgivsal) el i

-175-



VSRS VAR 30 aladinly 2016-2011 858 A Gy b adaill 8 Copuall jeus S

Algiuall Hlad jise G Ad) A g aiSH e VAR 73541 3585
ceoY) Capall
tlua il
L) U (e Aally ey Auaidie adml NV ame e Bliall Jaf o
riba (ol 3 (L gy el Ga1aY) 8 duediail) Jageaall
o Drale Db 35 Copen e b 2L 1Y) cpsma o danll i)
el g L) e aal) Lals e el 3La5) 2 3 ¢ inY) adadll e allall
feas e cdladll Glaaadly alu)
CYane (A Jis ddias 4andds ) 055 Cpa e sl plenl -1
Jiati il b ot Ve 35 Lo Layen s Al aail
e
Gl 50l cre _OLSaY) 5ad  dall i) adailly Jlaill e 258 (yd @
CSoa) Yl e
ALty gy saal) 55l A 6N sale) Jal e Al A ubud) clpdf lasiul o
e Y dplanl 31al€ Ay sll 5,00 BLEaYL Glalsall iad il o))
csSpay! sl
tleadlly aludl el Japa -2
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:Referances aalsl)

gl Al eyl

g phadiul g (B 2580 o bl copbdll matas ¢ Jlsusl L]
Al el (3t Arala Alae celiiiiall Julally Uadl) moaas
A7-31 Ga oo 2001 (1) 17 dlaad) (3 drala cipgilally

A s sl 8 VAR zila aladiad ¢ jiie calpall ¢olaie ) .2
U s (8 Aol G801 ey Jaall ) M) ¢ sl
¢(2) 28 daall ¢(3uted dnala Apgililly oL@V aglell B0 dasls
.360-337 La ua 2012

o Cipall jas 38 (mpe o Apad) 1D byl Al ae (cpall 5823
—149 L= U= ¢(2) 58 axall ((duall 45lL) Alex. J. Agric. Res ¢Lud
.2013 <160

2l aye s bl alall gl HE0 el o dme b (gglaigll L4
Jaasil) 3 g aladinly (2002-1980) 32l Jahall Hlall Capea pows e
U a 2010 ¢oslally LA a3 al) csla@yly syl ddas ¢Sl
132-111

6=7 A 6-1) o5} Gala@l ;) (g3 Syall dyysis Cipaan .5
http://www.banquecentrale.gov.sy/ L\l kil ((2014/

DR 2012 (2011 Js¥) o8) adoill 585 ¢3S pal Ayysus Ciyaaa .6

http://www.banquecentrale.gov.sy/news/infl/december- L.,
infl-2011.pdf

Adliae el e landll (3al (Sl ¢y gl ddlanyl degandll .7

178


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

2019 —J,¥) 2aall =35 alaall —4533ll5 Z0laiV) aglal daals dlae

+Ag5KEY) ARl aalal)

. AL Samar, Mouyad, The Determinants of Real Exchange Rate
Volatility in the Syrian Economy, University Paris 1- Sorbonne,
November, 2009.

. Chung Elaine, Marion Kohler and Christine Lewis, The
Exchange Rate and Consumer Prices, September Quarter 2011

. Enders, Walter, Applied Econometric Time Series, New York:
Jhon Wiley & Sons, Inc., 1995, pp. 106-119.

. Goldberg, K. Pinelopi; Knetter M. Michael, Goods prices and
exchange rates: What have we learned?, Journal of Economic
Literature 35 (3), PP. 1243-1271, 1997.

. Hiufner P. Felix; and Schréder Michael, Exchange rate pass-
through to consumer prices: A European perspective, Centre for
European Economic Research (ZEW), 2002.

. Leigh Daniel and Macro Rossi, Exchange Rate Pass-Through in
Turkey, Working Paper No. 02/204, IMF, European
Department, 2002.

. Madura Jeff, International Financial Management, Cengage
Learning, 10th Edition, 2010.

. Nikolay Guerorguiev, Exchange rate pass-through in Romania,
Working Paper No. 03/130, IMF, European Department, 2003.

. Ragan Christopher, The Exchange Rate and Canadian Inflation
Targeting, Bank of Canada. "

2017/4/14: o) 39,9 gl
2018/9/4 :ea) Jai e Aablgal fuls

179



