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Abstract
This study aims to Examine the long—term Relationship between( Gross Domestic
Product) GDP, unemployment rate, Exchange Rate and Inflation. At This study used
the method of co—integration, Error Correction Model(ECM) and Granger causality
test to estimate the relationship between variables. The results show that thereis a
correlation between the variables. The variables are also integrated in the firstly
stage. The results also showed a one-way causality relationship between the GDP
and inflation, between the exchange rate and inflation, and between inflation and
unemployment. The study findings out that increase exchange rate with 1% that
leads to a decrease in inflation rates by (0.012, and the most important
recommendations to organize economical program to stabilize economical stability

taking into account the factors affecting inflation.
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Pate: 06/13/17 Time: 10:55
Sample (adjusted): 1992 2014
ncluded observations: 23 after adjustments

Trend assumption: Linear deterministic trend

Series: AA EX GDP INF MS U
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

0.05 Trace Hypothesized
Prob. ** Critical Value Statistic Eigenvalue No. of CE(s)
0.0000 95.75366 187.7909 0.991953 None *
0.0123 69.81889 76.87360 0.839628 At most 1 *
0.4598 47.85613 34.77770 0.553808 At most 2
0.6970 29.79707 16.21656 0.344126 At most 3
0.6346 15.49471 6.515485 0.236834 At most 4
0.5845 3.841466 0.299058 0.012918 At most 5

Trace test indicates 2 cointegratingeqn(s) atthe (.05 level
* denotes rejection of the hypothesis at the (.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

0.05 Max-Eigen Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.0000 40.07757 110.9173 0.991953 None *
0.0042 33.87687 42.09590 0.839628 At most 1 *
0.4492 27.58434 18.56114 0.553808 At most 2
0.7722 21.13162 9.701075 0.344126 At most 3
0.5856 14.26460 6.216428 0.236834 At most 4
0.5845 3.841466 0.299058 0.012918 At most 5

Max-eigenvalue testindicates 2 cointegratingeqn(s) atthe 0.05 level

* denotes rejection of the hypothesis at the (.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Alsk Al ADle s o) mal Gl b miage s LS i) Julal) lial 3 JYA e
bl dagdlly ()Trace ded (e JS 4jle A (e @lldy cal 320l Jalgally adizaill (sl
L (el o Jaadly L Agilaial) dall 45)e 5 %5 Aysies (g5 die dajal) daidll ae (TRAX)

I (sl die @ylia JalSS dgns Sy p2all b by SaY Bl Aaal) daill e S
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LAl gypall Cilayyall 483,03

variables ValueB T — STATISTIC SIG
Constant 375.87 4.983 0.000
GDP 0.004 2.565 0.018
EX -0.0183 2.698- 0.0135
u ~22.289 3.805- 0.001
F 16.024 0,000
R?=0,69 R™%=0,65 DW=1.76
) aamill il sl INF(

Aol Ayl we 361 Sy (gsinag L se 455l alalil

szl Jama 52y I g3 %o Ay lagadl 3 Jlaa¥) il by o)f Jadaill il
10010.004 Jlea¥) Jad) ilill i) T dad o) LS (GDP) (s5iuse e Laff 4lls il

Ao aalys %1 A siaal . JeaV1 sl zlil) apan 3 lag) 51 S50 31 Y1 2.565
Capall o (s Ao ADe 35a5 ) AiliaaV) il 5ui(EX) aazills (INF) o) cu
Ay il Qs ) 505 %01 Aoy Copeall 52 53030018 5580 of LS. T o34 X5
i) g Ly send) T e caaly Capn Aaitl)(=2.698) die AibasV) @lNa K5 2 e
Tl Ay sina (g5

Aladl Gy Lesh L(U) Jamas ) Jare (o Gl A1 2S5l Al g3l el 6]
i) 138 el Ao Chaly G pdal)

(-22.289) ey adozaill Jalis ) o5 %1 Aty Alladl Jara 3345 o)) ixs 1385 22.289
da aly C3aT(-3.805) Alaiay) 4aill; 0.001. Lilas) Lils s 2 ey
R2=0.69

ot Al bl (e %69 it e 30l 2 3gaill 13 8 dardid) cuhuriall ) i 138
Jamall 2l Jalaa ) Lages Wy 408 481 2305 p08al) - 3 gaill 13 3008 S5 2 Y adzal
$3500.65. uli) naail) Jalaa (ya 4y diaid g

Ao CilS Cum il aall) Sl 8 AR (e 5 (g gne Al P g5l & guanidl)
16.024. i) Jasi¥l mil daa Ko Las %1 4 ina (s die dygine ANV &I 4y
olia) gyl 1A Bl V1 Al e bl sl e SEI ol GuDW aiad cazly s 1.76

sl & Sl ang Y Al cudy
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Uail\ C_}M.\ C.J}u—4

_pxiall Joaxill Ay Jana T.Statistic

D(INF(-1)) 0.342- -0.788
D(INF(-2)) 0.087- -0.306
D(GDP(-1)) 0.08 1.577
D(GDP(-2)) 0.001 0.264
D(EX(-1)) 0.0001 0.005
D(EX(-2)) 0.022- -0.511
D(U(-1)) 5.514- -0.536
D(U(-2)) 1.479- -0.133
C 11.549- -1.120
CointEq 0.080- -0.243

i 0.57

R™2 0.25

F-Statistic 1.77

%35 iy sina (g5ime dieladl) monaal an 4 gine 222D ) Joan b Uadl) st 2 350 2l e 5 e
(gl Alysla A5 ADe 3gmy o Ll ST 13a 5 dad il L) 5LEY) e

Aie) B S 8 A5l 4ied ga Jaxy pdaill o) ) (—0.080) et s an Jales G o
JO33) (g ey pdeail) ) (6581 By 5 0.080 Jabs (1)) 5l e ariall sl ISR (pe Apasiy
-(0.080) sty Apale 3538 JS (e Apiiial) 4351 ) 4

andd HWs-5
Decision Probability F.Statistic NullHybothesies
b 0.020 487 000 s N 000
Jsd 0.730 0.319 000 s N 000
Uad) 0.0424 3.787 000 assis N 17
Jsd 0.504 0.710 EX s YOO
Jsd 0.959 0.041 000 s N [T
Uad) 0.0544 3.437 [ s N OO
Jsd 0.355 1.96 000 casss N 17
Uad) 0.0545 3.435 O s N[00
Jsd 0.572 0.575 000 s N [T
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Js 0.883 0.124 [ s N OO0

Jsd 0.226 1.614 O s N7

i 0.063 3.22 [ s N

A8Ne - (INF) picsilly (GDP) llea¥) Jladl) il (s dumsa Al 3gms dunand) lia) cud
il b ity Jlea) ) gl ) i 13 ol slat) (e Fssan

RENERRES

4T Cipeall s Y] adl 0l s Asla) BDle an 48 i) Bl Jsad) e
PRl

rgadl)

o i) G A i 8 Uadl) st zhsaty @l idiall JalSal) ld Al cuandi)

Aahall Ghasie G djidie JalSi ABle dgay 20 Ol Gsmilaga lials 3aagll Heda jloa) Pla

Ale 25y e el Sy Uadl) ol zhsa aladiuly Jyshall JaV) 8 3D i el Ly

S Al aliag Blasll o (Granger Causality Test) alaainly clldy clpaiall o A

1Ay atul)

e JalS5 Legindl(1) (V) Al (e AldlSia il —

Alad) & sl Y are e sfigal) Jalgall ST ) il & 3 gaill dpdail) Julail) S (e —

il g aa® Copall jray dlaal¥) sl 230 e JS G slad¥) dals) ABle 2agh -

Aagiill o3a5 0.004 dpsy adzaill cVane 32L5 ) %1 Loty JeaV! ol ol g il oo =
siiall e plhdl) e ael S Maal) ol @) o e Lee palai@y) 4kl Callas
o) Z Y] ae Y Adad) Alaall o) Jiayg Slaidyl b

eliyld 0.018 Aoy adaill ClVane palias) I %1 4oty Capall jrn pla)) o X -
cadaall Gl g o gl Al 368l (alads)  Jimy Copeall e

te G858 Aagiill odag 22.8 adaill ClVaee alidsl ) %] Ay Aladl c¥ona 83k g2 -
galaidy) 4y )

: il gl

o 355l Jalgall sle by (golai@¥) Ol Gaiad aDA (e aly (gl aliy puias bygpa —
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gaily L) SLbdl Gl e syhlie criaty admdl) JBL ALY e dasSall 0¥ -
il L Gl sk
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skl

2008-1980 55l s Glagaadl b adzaill ilarna (22010) s desse el dae 330l .3
Gl dise o 3ypdie pivale Al

Al paldlly Hlall L) JSH SLa@Y) cg il Yl Gl g -4

Aralal) Gled Lsge ApuSy) e gidly 358l lalaidl «(2002) ume lpa .5

Taalall e Lo el ¢ I admil) o o )iglie s 3E .6
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