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Try to build a model to explain the causes and effects of inflation - An empirical study for Turkey
1988-2016
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Abstract: The study aims to try to build a structural model, to knowledge the determinants and
effects of inflation on some macroeconomic variables in Turkey, Based on the most important
macro theories that discussed the problem of inflation, so We used the descriptive analytical
method, and the standard method by using the two-stage least squares method. the results showed
that inflation in Turkey is positively determined by the rate of growth of the monetary mass and
exports, and negatively with the rate of growth of real GDP. The results also indicated that some
economic variables are flexible to the changes in the GDP which allowed inflation to have a weak
effect on these variables in Turkey, because the GDP is characterized by diversity and high growth.

Keywords: : theories of the causes of inflation, quantitative theory of money, aggregate demand,
aggregate supply, two-stage least squares.
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INF M EX MS DI odp INV
1988 [73,6666667 | -4,51362974| 18,4164657 | 65,064173 | 0,12904037 | 2,32073679 | -8,2018077
1989 [63,2725528 | 6,89276742| -0,258952 | 69,0368505 | 0,98981224 | 0,29024407 | 9,17543817
1990 [60,3127021| 33,1091126| 3,15184056 | 53,0784361 | 12,2961205 | 9,26614667 | 20,612764
1991 659694214  -5284821| 3,12110015 | 82,9299972 | -0,2537459 | 0,72027904 | -9,4348901
1992 [70,0727911|  10,915171| 11,0010393 | 78,1406014 | 5,08959111 | 5,03563494 | 10,8993227
1993 66,0970826 | 35,7855326 | 7,68543851 | 64,2219816 | 10,9905765| 7,6512652| 29,099991
1994 [106,262729| -21,875778| 15,1798521 | 144,796792| -9,3110621 | -4,6681473 | -29,800498
1995  [88,1077026 | 29,5841674 | 7,98452706 | 104,189575 | 10,6110809 | 7,87826688 | 35,5062822
1996 [80,3469028 | 20,5241772| 21,9593848 | 116,539753 | 7,34772032 | 7,37966447 | 5,38776823
1997 (857332416 | 224382739 19,1238573 | 97,795963 | 8,26968574 | 7,57766364 | 11,8865108
1998 |84,6413357 | 2,33414688| 11,9967969 | 89,3165373 | 0,71636481 | 2,30821349 | -1,1703297
1999  [64,8674792| -3,7145176 | -10,679496 | 101,990904 | -2,1560179 | -3,3893050 | ~10,421727
2000 |54,9153824 | 21,9769028 | 17,3511139 | 40,6579604 | 7,70323305 | 6,64006126 | 20,1285557
2001 | 54,400184| -24,083385| 4,59058097 | 90,3681346 | -11,712214| -5,9623106 | -32,969323
2002 |44,9641235| 21,0314598| 7,7591155 | 27,8854548 | 8 80811438 | 6,4302786 | 30,5527748
2003 [252963679| 23,1759704 | 6,74480882| 14,4368314 | 8,86965857 | 5,60825502 | 17,2269163
2004 [10,5842362| 21,1634857 | 11,5770865 | 20,7916923 | 11,8583702 | 9,64432266 | 21,7129953
2005 [10,1384049| 12,1396738 | 8,11667872| 35,9674536 | 10,0147328 | 9,00985321 | 23,0686581
2006 [9,59724212| 7,25414984 | 6,50023746 | 22,1742755 | 7,30582534 | 7,10970338 | 14,148226
2007 8,75618091| 95513019 | 7,27902794 | 15,2256668 | 5,69179543 | 5,03045778 | 5,97066836
2008 | 10,4441284| -2,7801730| 3,81374376 | 24,8236893 | -0,7168330 | 0,84525144 | -4,6088663
2009 [6,25097663 | -14,304025| -3,7213217 | 12,6594475 | -7,4042594 | -4,7044659 | -22,677986
2010 [8,56644421| 19,4943144 | 1,66672152| 18,5468591 | 12,6204408 | 8,48737219 | 24,7949756
2011 | 6,47187967 | 15,4326395 | 13,4484083 | 15,2040266 | 11,7266051 | 11,1134955 | 16,3328137
2012 [8,89156997 | 0,69835873 | 14,8918146 | 10,4222747 | 1,64391593 | 4,78994021 | -4,2405981
2013 [7,49309031| 8,03587302| 1,07353957 | 21,1528218 | 10,1307576 | 8,49130939 | 16,7306993
2014 [8,85457271| -0,3570734| 8,1549277| 11,1834253 | 3,16725297 | 5,1666907 | 3,61325103
2015 |7,67085365| 1,71602233| 4,2967254 | 16,5146558 | 5,44687083 | 6,08588663 | 6,23993311
2016 |7,77513415| 3,74654604 | -1,8682315 | 17,6487882| 4,4260641 | 3,18383154 | 3,68427334
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Dependent Variable: INF

Method: Two-Stage Least Squares

Date: 11/23/19 Time: 22:47

Sample (adjusted): 1989 2016
Included observations: 28 after adjustments
Instrument specification: C MS GDP(-1) EX

Variable Coefficient Std. Error t-Statistic Prob.
C 3.353934 3.783603 0.886439 0.3842
MS 0.755984 0.050707 14.90897 0.0000!
GDP(-1) -1.377046 0.425884 -3.233386 0.0035!
EX 0.667566 0.287684 2.320489 0.0291
R-squared 0.917883 Mean dependent var 40.24124
IAdjusted R-squared 0.907619 S.D. dependent var 33.21043
S.E. of regression 10.09408 Sum squared resid 2445.371
F-statistic 89.42223 Durbin-Watson stat 1.643200
Prob(F-statistic) 0.000000 Second-Stage SSR 2445.371
J-statistic 4.51E-43 Instrument rank 4
Eviews mab,; olr 2 e slaxeWU ol slasl a2 jal)
ol ls rall ol wa ke (gAP) LS5 & Al U 6k Jdes i il (03) sl
Dependent Variable: GDP
Method: Two-Stage Least Squares
Date: 10/21/19 Time: 20:19
Sample (adjusted): 1989 2016
Included observations: 28 after adjustments
Instrument specification: C MS GDP(-1) EX INF(-1)
Variable Coefficient Std. Error t-Statistic Prob.
C 3.148620 0.616189 5.109830 0.0000
INF -0.041773 0.011268 -3.707277 0.0011
INV 0.167492 0.029202 5.735711 0.0000
EX 0.250127 0.052294 4.783067 0.0001
R-squared 0.874923 Mean dependent var 4.536424
IAdjusted R-squared 0.859289 S.D. dependent var 4.700252
S.E. of regression 1.763135 Sum squared resid 74.60744
F-statistic 30.05727 Durbin-Watson stat 1.734992
Prob(F-statistic) 0.000000 Second-Stage SSR 316.1819
J-statistic 0.452050 Instrument rank 5
Prob(J-statistic) 0.501363
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Dependent Variable: INV
Method: Two-Stage Least Squares
Date: 10/21/19 Time: 20:28
Sample (adjusted): 1989 2016
Included observations: 28 after adjustments
Instrument specification: C MS GDP(-1) EX INF(-1)
Variable Coefficient Std. Error t-Statistic Prob.
C -4.051377 2.126922 -1.904808 0.0684
GDP 0.882449 0.591530 1.491807 0.1483
M 0.835814 0.168155 4970511 0.0000!
R-squared 0.881173 Mean dependent var 7.551736
)Adjusted R-squared 0.871666 S.D. dependent var 17.36143
S.E. of regression 6.219501 Sum squared resid 967.0548
F-statistic 49.04425 Durbin-Watson stat 2.147514
Prob(F-statistic) 0.000000 Second-Stage SSR 4344.041
J-statistic 7.837916 Instrument rank 5
Prob(J-statistic) 0.019862
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Dependent Variable: IM
Method: Two-Stage Least Squares
Date: 10/21/19 Time: 20:34
Sample (adjusted): 1989 2016
Included observations: 28 after adjustments
Instrument specification: C MS GDP(-1) EX INF(-1)
Variable Coefficient Std. Error t-Statistic Prob.
C -13.14196 2.958896 -4.441508 0.0002
INF(-1) 0.182006 0.038398 4.739969 0.0001
GDP 3.192460 0.394176 8.099072 0.0000
R-squared 0.835045 Mean dependent var 9.092867
)Adjusted R-squared 0.821849 S.D. dependent var 15.21250
S.E. of regression 6.420886 Sum squared resid 1030.694
F-statistic 36.92214 Durbin-Watson stat 1.619194
Prob(F-statistic) 0.000000 Second-Stage SSR 3203.910
J-statistic 10.71477 Instrument rank 5
Prob(J-statistic) 0.004713
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Dependent Variable: DI
Method: Two-Stage Least Squares
Date: 10/21/19 Time: 20:38
Sample (adjusted): 1989 2016
Included observations: 28 after adjustments
Instrument specification: C MS GDP(-1) EX INF(-1)
Variable Coefficient Std. Error t-Statistic Prob.
C 1.894671 0.968250 1.956799 0.0621
INF -0.034068 0.012571 -2.710004 0.0122
GDP 0.445709 0.200931 2.218218 0.0363
IM 0.247021 0.054238 4.554394 0.0001
R-squared 0.953174 Mean dependent var 4.791802
IAdjusted R-squared 0.947320 S.D. dependent var 6.608226
S.E. of regression 1.516723 Sum squared resid 55.21080
F-statistic 69.55185 Durbin-Watson stat 2.219783
Prob(F-statistic) 0.000000 Second-Stage SSR 699.0520
J-statistic 0.698358 Instrument rank 5
Prob(J-statistic) 0.403336
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