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Abstract : The subject of this paper is to evaluate the interest rate pass-through in GCC
countries over the period (January2007-August 2018). We use the methodology of
Engel and Granger to test whether the linear relationship between variables are co-
integrated, and to evaluate the long run relationship. We use error correction model to
estimate the short run relationship and the speed of adjustment coefficient. We find a
sluggish and slow short run relationship between money market rate and retail interest
rates, and there is no significant short run relationship in many cases. We find also that
the long run pass-through from money market rate to deposit rate and lending rate are
incomplete. The change in money market rate takes a long period to be fully reflected in
retail interest rates, which in turn reduces the effectiveness of monetary policy.

Key Words: Interest rate pass-through, co-integration, ECM, financial systems, GCC
countries.
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