259-244 - 2021y 01 50/ 14 & Wy aslasy) olul, ) ds

e b el aas Bl jrs Sy S o i BeplSY BN
(1970-2019 y 5 201 S

Analysis of the economic relationship between M2 money supply and TC
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Abstract:

This study aims to analyze the economic relationship between the (INF) inflation index and the
expanded monetary supply (M2) and the exchange rate variable (TC) according to the methodology of
joint integration. The results found a one-way causality in the short and long term of (TC) and (INF)
towards the (M2) variant in the VECM model, showing that the (TC) exchange rate positively affects
the extended (M2) short-term cash supply, where if (TC) changes by 1% change (M2) by 0.18%, while
the inflation index has had a long-term impact when it increases by about 1%, the cash supply
increases by about 2.68%. The error corrective coefficient is (02%), which is statistically and
economically significant.

Keywords: Economic variables; time series stability; causality; VECM.
JEL Classification Codes: E31.E51.C22.C51.
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&Ll plol! ol o sl il
Variable INF M2 TC LINF LM2 LTC
Maximum 31.67 1.67E+13 116.59 3.46 30.44 4.76
Minimum 0.34 1.31E+10 3.84 -1.08 23.29 1.34
sl 31.33 1.67E+13 112.76 4.54 7.15 3.41
Mean 888 | 341E12 | 4169 | 186 | 2725 | 3.04
Median 5.97 6.76E11 35.06 1.79 27.24 3.56
Std. Dev. 7.62 | 490E12 | 37.13 0.86 2.18 1.35
Tt P 85.81% 143.70% | 89.06% | 46.24% | 08.01% | 44.44%
Skewness 1.62 1.40 0.32 -0.54 -0.15 -0.16
Kurtosis 4.89 3.57 1.64 4.53 1.85 1.19
Jarque-Bera 28.76 16.62 4.59 7.17 2.87 6.86
Probability 0.00 0.00 0.10 0.03 0.24 0.30
Observations 49 49 49 49 49 49
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DLINF

DLTC

DLM2

.0

NullHypothesis: DLTC has a uni roat
Exagenaus: Nane
Lag Length 0 (Feed)

st Prab”

Augmented Dickey-Fullr test statistc 78585 00003
Testorticalvaloes: 1% level 261093

5% e A 47975

0% level 1612408

"Wackinnon (1996) one-sided p-vales.

NullHypathesis: DLINF has a unt root
Exogenous: None

S E—— 2
70 75 8 8 9 9 00 05 10 15 70 75 8 8 9 9 00 05 10 15

70 75 8 8 9 9 00 05 10 15

Hul Hypothesis: DLW2 has a unt oot
Evogenous: None

Lag Length: 0 (Fived)
{Statisic ~ Prob*
Augmented Dickey-Fuller test stafisfic 1903954 042
Testcricalvalues: 1% level -2.615093
5% level -1 47975
0% level -1 512408

"McKinnan (199) one-sided p-values.

Lag Length: 0 (Fixed)
tStafistc  Prob”
Augmented Dickey-Fullr test stafistc Q879163 0.0000
Testcricalvalues. 1% level -2 615093
D level - 3478975
10% level 1 612408

"MacKinnan (1996) one-sided p-values.
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Unrestricted Cointegration Rank Test (Trace)

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Trace 0.05 Hypothesized Max-Eigen 0.05
No. of CE(s)  Eigenvalue Statistic Critical Value  Prob™  No.of CE(s)  Eigenvalue Statistic Critical Value  Prob.**
None * 0.383515 3644236 29.79707 0.0074 None * 0.383515 2273492 2113162 0.0295
At most 1 0.221197 1370745 15.49471 0.0913 At most 1 0221197 11.74988 1426460 01204
At most 2 0.040795 1957567 3.841466 0.1618 At most 2 0.040795 1.957567 3841466 01618

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

EViews . 11 zsby Olr pes < ar ol

dd) 0121 1(06) 03 Gl

Pairwise Granger Causality Tests
Date: 090519 Time: 13:28
Sample: 1970 2018

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

Lags: 1

MNull Hypothesis: Obs F-Statistic Frob.
LM2Z does not Granger Cause LINF 48 126915 0. 2659
LIMNF does not Granger Cause LMZ2 T 92735 00072
LTC does not Granger Cause LIMNF 48 3.21661 0.07as
LINF does not Granger Cause LTC 8. 75078 0. 0049
LTC does not Granger Cause LM2 48 4. 44587 00406
LM2Z2 does not Granger Cause LTC 1.54014 02210

st st Wses (07, o gkl

Wector Errmor Correction Estimate s

Wector Error Correction Estirmates

CDate: 0905519 Tirmve: 1 3-49

Sample (adjusted ). 1972 2018

Included obsaervations: 47 after adjustrmnents
Standard errors im { ) & tstatistic=s im [ ]

Coimntegrating Eqg- CoimntEag 1

LrAZ{—1 ) gislelalalele e

LIMF{—13 2 5820751
(O GO3ITE)
[ 4 43993]
LTS (—1) O 195816
(O Z3ZS3a)
[0 S8Z2o00]

= -3 . Ss5835

Error Correctiomn: D= (LI )

DL Ty

CointEo O 018482
(O O037T Y

= 8604a]

—0 1 35999
(O O 79
[-2. 833590]
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Vector Error Correction Estimates

D(LM2{-1}) 0.193109 _0.589856 _0.227120
(0.13360) (1.33919) (0.27820)

[ 1.44544] [-0.44046] [-0.81640]

D{LINF(-1)) _0.015850 _0.139132 _0.000241
(0.01607) (0.16105) (0.03345)

[-0.98655] [-0.86393] [-0.00719]

D(LTC(-1)) 0178726 1.084001 0.298152
(0.07157) (0.71745) (0.14904)

[ 2.49708] [ 1.51090] [ 2.00048]

C 0.109950 0.026456 0.081671

(0.02235) (0.22407) (0.04655)

[ 4.91882] [ 0.11807] [ 1.75462]

R-squared 0.426891 0.269514 0.248615
Adj. R-squared 0372309 0.199943 0. 177054
Sum sq. resids 0.162996 1637792 0. 706771
S.E. equation 0.062297 0.624460 0.129722
F_statistic 7.821130 3.873985 3.474186
Log likelihood 66.41804 41 91609 31.94402
Akaike AIC 2613534 1.996429 1.146554
Schwarz SC -2 416709 2 193253 -0.949730
Mean dependent 0150781 0.010338 0.067381
S.D. dependent 0078631 0.698143 0.142998
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[ —— CUSUM of Squares

596 Significance
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