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Hypothesized . Trace 0.05

N)g:.) of CE(s) Eigen Value Statistic Critical Value Prob. ™
None * 0.850321 271.0104 159.5297 0.0000
At most 1 * 0.749838 193.1407 125.6154 0.0000
At most 2 * 0.719799 136.3293 95.75366 0.0000
At most 3 * 0.605154 84.16706 69.81889 0.0023
At most 4 0.379723 46.06742 47.85613 0.0729
At most 5 0.363636 26.48625 29.79707 0.1148
At most 6 0.167464 7.954905 15.49471 0.4702
At most 7 0.010686 0.440470 3.841466 0.5069

Trace test indicates 4 cointegrating eqn(s) at 0.05 the level
* denotes rejection of the hypothesis at the 0.05 level
**Mackinnon - Haug - Michelis(1999) p-values
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Dependent Variable: D(DI)

Method: Least Squares

Date: 03/27/11 Time: 03:41

Sample (Adjusted): 2001Q1 2010Q3

Included Observations: 39 After Adjustments

Variable Coefficient | Std. Error t-Statistic Prob.
C 0.053875 | 0.017334 3.108163 0.0036
D(X(-2)) 0.268657 | 0.052228 5.143937 0.0000
D(CE(-1)) 0.129960 | 0.028029 4.636568 0.0000
D(DU(-3)) 0.056586 | 0.017729 3.191752 0.0029
D(GDP(-1)) -0.317804 | 0.118370 -2.684844 0.0106
D(IM(-2)) 0.729859 | 0.209607 3.482034 0.0013
D(M2(-2)) -0.699101 | 0.405834 -1.722626 0.1070
D(WR(-1)) 0.165811 | 0.068195 2.431431 0.0200
RESID01(-1) -0.064030 | 0.031237 -2.049794 0.0472
R-squared 0.721950 Mean Dependent VVar | 0.014940
Adjusted R-squared 0.646802 S.D. Dependent Var | 0.036742
S.E. of Regression 0.021836 Akaike Info Criterion | -4.612473
Sum Squared Reside 0.017642 Schwarz Criterion | -4.183657
Log likelihood 121.6994 F-statistic 9.606974
Durbin-Watson Stat 1.844116 Prob (F-statistic) 0.000000
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ABSTRACT

This study aims mainly to study the most important internal and external factors affecting
the inflation dynamics in Jordan, and measuring the impact of these factors on the inflation
dynamics, has been the introduction of several variables in the estimated model is imported
inflation, the national exports, GDP, money supply in its broad sense, credit facilities,
workers’ remittances and external shocks, has been the use of quarterly data during the period
from 2000 until the third quarter of 2010.

This study used the applied methods of measuring the economic relations of long-and
short-term, using the concept of Co-integration and Error Correction Model and analysis of
Variance Decomposition and Impulse Response Function, and after the application of these
statistical tests on all variables of the study using statistical analysis (E-Views) show that all
variables are stationary at the first deference, including four long-term relationships.

The results of the regression error correction has shown that the dynamics inflation in the
short term are affected by a significant positive increase imported inflation and the national
exports, and affected by increased credit facilities and transfers of staff and external shocks,
compared to the opposite effect of GDP growth on the inflation dynamics and there is
insignificant of the money supply in its broadest sense to inflation dynamics. The extent
ECTdi error correction signal is negative as expected, it has an impact on the balance in the
long term, and the speed of adaptation in the access to long-term is 0.064030 that is
approximately 6%. The test results of Variance Decomposition and test Impulse Response
Function showed a consensus with the previous tests.

And the study's recommendations can be summarized as the need for effective policies to
reduce imports and increase GDP and internal balance, increase foreign investment in local
productive sectors.
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