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Abstract:

This study aims to investigate the impact of quantitative easing policy on
the inflation rate in the USA by studying the long-run causal relationship
between quantitative easing and inflation rate, by taking the data for the period
from the third quarter of 2008 to the last quarter of 2018. In order to analyze
these data, we applied different statistical tools. First, we performed the unit
root test and found that both series are stationary at the level form. Hence, we
used the causality test of Sims approach, which depends on the original series
to test the existence of a long-run causal relationship between the study
variables .

The results indicate that there is a bidirectional relationship between the
guantitative easing and the inflation in the USA. Then, the study recommends
that the QE policy should not be overstated.

Keywords: Quantitative easing; inflation; causality test; VAR model.
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VAR Lag Order Selection Criteria
Endogenous variables: IR QER
Date: 05/25/21 Time: 21:41
Sample: 2008Q3 2018Q4
Included observations: 38

Lag LogL LR FPE AIC SC HQ
0 14.74693 NA 0.001753 -0.670891 -0.584702 -0.640226
1 94.16463 146.2958 3.31e-05 -4.640244 -4.381678* -4.548248
2 100.6938 11.34014 2.91e-05 -4.773358 -4.342414 -4.620032
3 108.5209 12.77055* 2.39e-05* -4.974785* -4.371464 -4.760128*

4 112.2092 5.629469 2.45e-05 -4.958378 -4.182680 -4.682391
* indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% level); FPE: Final prediction error; AIC: Akaike

iS@:: SchWarz infdrmation criterion; HQ: Hannan-Quinn information criterion; HQ: Hannan-Quinn
[Eviews9 maliys (e Taleiel &Ll slusl et susall
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Vector Autoregression Estimates

Date: 05/25/21 Time: 21:56
Sample (adjusted): 2009Q2 2018Q4

IR QER
IR(-1) 1.087071 -0.000996
(0.01513) (0.00219)
[ 7.18478] [-0.45548]
IR(-2) -0.619514 -0.005934
(0.02042) (0.00295)
[-3.03356] [-2.01000]
IR(-3) 0.273651 0.002629
(0.01501) (0.00217)
[ 1.82425] [ 1.21255]
QER(-1) -13.87842 0.739975
(0.05634) (0.01237)
[-1.62066] [5.97783]
QER(-2) 20.91962 -0.145483
(0.03877) (0.01212)
[ 2.49407] [-1.19989]
QER(-3) -9.133516 0.064599
(0.08038) (0.04053)
[-3.25752] [ 1.59387]
C 2.401288 0.327085
(0.04255) (0.03506)
[ 0.99001] [ 9.32884]
R-squared 0.789701 0.987712
Adj. R-squared 0.750269 0.985408
F-statistic 20.02733 428.6827
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Inverse Roots of AR Characteristic Polynomial
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Date: 05/25/21 Time: 22:54

Sample: 2008Q3 2018Q4
Included observations: 39

Dependent variable: IR

Excluded Chi-sq df Prob.
QER 13.70956 3 0.0033
All 13.70956 3 0.0033
Dependent variable: QER
Excluded Chi-sq df Prob.
IR 13.60964 3 0.0035
All 13.60964 3 0.0035
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Year-Quater
2008-Q3
2008-Q4
2009-Q1
2009-Q2
2009-Q3
2009-Q4
2010-Q1
2010-Q2
2010-Q3
2010-Q4
2011-Q1
2011-Q2
2011-Q3
2011-Q4
2012-Q1
2012-Q2
2012-Q3
2012-Q4
2013-Q1
2013-Q2
2013-Q3
2013-Q4
2014-Q1
2014-Q2
2014-Q3
2014-Q4
2015-Q1
2015-Q2
2015-Q3
2015-Q4
2016-Q1
2016-Q2
2016-Q3

QER
0,401
0,220
0,367
0,600
0,735
0,825
0,871
0,882
0,888
0,890
0,915
0,921
0,926
0,892
0,902
0,912
0,915
0,915
0,917
0,922
0,929
0,933
0,937
0,940
0,941
0,942
0,944
0,944
0,945
0,945
0,947
0,947
0,948

26

Inf
5,303
1,602
-0,040
-1,150
-1,623
1,444
2,361
1,768
1,176
1,270
2,141
3,430
3,756
3,294
2,815
1,890
1,698
1,889
1,682
1,393
1,553
1,233
1,405
2,051
1,783
1,248
-0,063
-0,038
0,110
0,466
1,080
1,047
1,118
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2016-Q4 0,948 1,801
2017-Q1 0,950 2,539
2017-Q2 0,951 1,902
2017-Q3 0,952 1,967
2017-Q4 0,949 2,118
2018-Q1 0,953 2,214
2018-Q2 0,953 2,712
2018-Q3 0,953 2,641
2018-Q4 0,952 2,203
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