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Abstract

This paper aims to assess the effectiveness of monetary
policy corridors and their efficiency in achieving the most
important objectives, which is to maintain the stability of the
general level of prices, and achieve low rates of inflation, in the
direction of building the framework necessary to adopt the pillar
of inflation targeting. The relationship between the most
important outputs of monetary policy and inflation rates was
measured by the multivariate self-regression model based on
quarterly data covering the period (1997-2017). There is a
significant correlation between the change in the value of the
national currency (exchange rate) and the rate of inflation, and
analysis of the relative importance of the corridors of the impact
of monetary policy, the high relative importance of the exchange
rate corridor compared to other corridors Flexible inflation and
benefit from the current economic environment and the most
important elements of the system of floating exchange rate, which
was adopted in November 2016
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p Al die Chuag—¢
z sl & Aeadieall bkl K5 Ha5e (V) o) Jeos

Variable Cpi M2 MO Pbsc IR ER GDP
Mean 10.93 16.03 15.41 39.59 7.35 6.76 4.05
Median 10.40 15.25 13.80 36.90 6.95 5.97 4.10
Maximum 34.40 40.60 38.90 55.90 12.20 18.60 7.40
Minimum 2.30 5.60 2.00 24.40 5.60 4.27 0.30
Std. Dev. 6.53 6.87 9.04 11.27 1.47 2.84 1.67
Skewness 1.35 1.88 0.65 0.12 1.66 2.99 0.34
Kurtosis 5.47 7.48 2.74 1.42 5.65 11.71 2.65
Observations 68 68 68 68 68 68 68
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Stability Conditions (i)
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Jlaal 138 8 e gad cadlu¥) S0 aladin o Cagay « Bangl) Hda AV clilall
(Augmented Dickey Fuller) (ADF) augall jls — S Lol sag
(Stationarity Tests) (¥) a3, Jsos

(First Difference) Jg¥) @ll xic (Levels) (sl xic Variables
Lgmdl  (gine T.Statistic | Lgall  (g5ine T.Statistic

Prob Prob

0.01 -7.69 0.4597 -3.37 (CPI)

0.01 -9.244 0.8991 -2.515 GDP

0.043 -4.5019 M2

0.01 -5.689 MO

0.01 -7.960 0.807 -2.757 Pbsc

0.01 -5.049 0.0663 -4.345 IR

0.01 -19.96 0.99 -1.749 ER

Augmented Dickey Fuller (ADF) =i (0 Galll dacdgs Joaall alael & jaadll
Test Statistic-Unit Root

(sin e Lgha) 5 s (V) & Jsaall b sangll i las) it
Gsiall die LAY are AKEe (e At @laaiall pes o) 5% dagiea
Leisly (M0) Ll saig (M2) (g2il) mg yeall gai yuaia lac Laid (Levels)
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iSHie Al dudld) o3 o)) Je Ja bae (Jo¥) dapall e AalSia ol puziiall
Cus (VAR) zigal ngie aladia) (Sa ol ey« il e bae (ASli)
OsSs o) dapda Al Judball eUad¥) )i sxe o mdgaill 3 a8 ading
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likelihood Ratio Test (LR) Schwartz Baysain Criterion (SBC)
Final Prediction Error (FPE) « Akaike Information Criterion (AIC)
Hannan—-Ouinn Information Criterion (HQ)

el Jedlall cUa1 il Jola aaat yulas Lid) il (£) a8y Joan

VAR Lag Order Selection Criteria
Endogenous variables:
Cpi,Pbsc,IR,ER,GDP
Lag LogL LR FPE AIC sC HQ
0 R NA 14567.070 23.776 23.945 23.842
755.829
1 - 531.464 15.39397 16.40595 15.79264
462.607 3.344603* . N .
2 - 14.071 5.684 15.910 17.765 16.641
454.112
3 - 16.426 9.148 16.349 19.047 17.412
443.161
4 - 6.514 15.937 19.479 17.333
404.996 51.28355°

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

ALY 5% ) s (HQ, SC, AIC, FPE) Lulad Gay (T-1) el 558
. Sh\j c\k.l\ 5y die JiaY!

f Al jadha LA (7)

LS padll da¥) ( zasall charie (g Al ADLall aiha Hlos) gy
Cliagi g ¢ Ul juad) e 555 Al il aal A8l L) jLEA) aadiiey
ety Byl g ey adail) Calagiad s o) () dawpaall Glahall e aal)
301 e (S L el Sy Al Aacd) s (s B Se 33m5 58
Gl el Jhis) shal 5 AL o3 e Cipelly 28Dl ig;
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Ll jaiha Hlad) =50 (0) a8 Jgaa

VAR Granger Causality/Block Exogeneity Wald Tests

Included observations: 66 | I
Dependent variable: CPI

Excluded Chi-sq df Prob.

Pbsc 1.451996 2 0.4838

IR 0.380837 2 0.8266

ER 4.851221 2 0.0884

GDP 2.053979 2 0.3581

All 13.84237 8 0.086

Gaaldl) ddandgy Jsaall Slacl 52 yreaal

Op Ausd A Do 35a5 e M (0) &) Jsaall daasall jLad¥) @il el
8 4l Gl Syl il e Bam e ke IS 0l e dsaill Bl i
iune S s e oy« CHI-SQ dusinn (g5l 8y ¢ picztll Jsnn Jle (g5inn
elldg (goina 5L 4l 2agy Cun (ER) iyl s jiia lae Laid %5 (e J8) Ligine
Glagile e Giule 529 0.0884 CHI-sq il Cua 10% (e J8 gina (g5ine dic
Gina 80 2ng Clxiall maand K 50N Gads L Lo ¢ Al dylanll ilial) ad)
G0 U8 dasinn (g5 i A3 a5 0.086 LI dusinn gy siizill Joxa e
pa¥) yoall el Cayeall jr e O G Len eamiing ¢ Apaill ae 3iule 25 %10
c ) ) Al Al B J

: (VAR) zigal juadi gilii (3)

(VAR) 3505 58 5 (1) o) Jya

Vector
CPI Pbsc IR ER GDP
CPI(-1) 0.93 -0.07 0.00 0.02 -0.05
Standard errors -0.15 -0.11 -0.03 -0.05 -0.03
t-statistics [6.02932] [-0.60890] [ 0.05870] [ 0.47008] [-1.39841]
CPI(-2) -0.26 0.00 -0.01 -0.04 0.01
Standard errors -0.16 -0.11 -0.03 -0.05 -0.03
t-statistics [-1.66615] [-0.03239] [-0.27117] [-0.91609] [ 0.29155]
Pbsc(-1) -0.26 1.16 0.00 -0.14 0.02
Standard errors -0.22 -0.15 -0.05 -0.07 -0.05
t-statistics [-1.17072] [ 7.45732] [ 0.04303] [-2.11774] [0.35411]
Pbsc(-2) 0.27 -0.18 0.01 0.14 0.01
Standard errors -0.22 -0.16 -0.05 -0.07 -0.05
t-statistics [1.20496] [-1.17519] [0.12193] [2.08333] [0.19213]
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IR(-1) -0.27 -0.31 0.74 0.24 -0.19
Standard errors -0.74 -0.52 -0.16 -0.23 -0.16
t-statistics [-0.36489] [-0.58583] [ 4.61932] [ 1.02935] [-1.19505]
IR(-2) 0.46 0.36 0.07 -0.15 -0.07
Standard errors -0.75 -0.53 -0.16 -0.23 -0.16
t-statistics [0.60968] [0.67838] [0.42367] [-0.62786] [-0.45528]
ER(-1) 0.17 0.46 0.12 0.68 0.13
Standard errors -0.65 -0.46 -0.14 -0.20 -0.14
t-statistics [0.25858] [1.01186] [ 0.85244] [ 3.34384] [0.97728]
ER(-2) 0.70 -0.39 0.03 0.46 0.07
Standard errors -0.75 -0.53 -0.16 -0.23 -0.16
t-statistics [0.93794] [-0.73148] [0.20463] [1.97529] [ 0.44162]
GDP(-1) -0.23 0.00 -0.16 -0.08 0.97
Standard errors -0.64 -0.45 -0.14 -0.20 -0.14
t-statistics [-0.35897] [-0.00946] [-1.15598] [-0.42457] [ 7.14979]
GDP(-2) 0.62 0.04 0.12 0.09 -0.13
Standard errors -0.62 -0.44 -0.13 -0.19 -0.13
t-statistics [0.99264] [ 0.08834] [0.91993] [ 0.44716] [-0.99826]

c -5.07 0.44 0.34 -1.11 0.57

Standard errors -3.21 -2.26 -0.69 -1.00 -0.68
t-statistics [-1.57881] [ 0.19588] [ 0.49020] [-1.10937] [ 0.84419]

Sigall o Baaly elad) 8538 (CPI) Lastia jlasil o z 3gaill judd 8l (e el
) b Al B oS5 A o Sige 41 () pheail Jane o amsl
Sl Wyl o) Lgnsine pie i bl 3 Laiy Joshall saally el
Cus T.Statistics dad (e iy age pdzill Jara Ao 246 gl saalg olad
z3sall il Sl (Kasy %35 (e il AN (ggie die Al e lgmpen Csls

2 Ay daladl 8

CPI1=0.93CPI(-1)-0.26CPI(-2)-0.26Pbsc(-1)+0.27Pbsc(-2)-0.27I (-
1)+0.46IR(-2)+ 0.17ER(-1)+0.70ER(-2)-0.23GDP(-1)+0.62GDP(-2
Adjrz=0.72
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: g igalll ZﬁM\ 8,28 (&)

R-squared 0.81 0.97 0.83 0.91 0.88

Adj. R-squared 0.78 0.96 0.80 0.89 0.86
Sum sq. resids 502.23 249.35 23.32 48.66 22.46
S.E. equation 3.02 2.13 0.65 0.94 0.64
F-statistic 24.16 171.24 27.31 54.16 40.26

Log likelihood -160.62 -137.51 -59.33 -83.59 -58.08
Akaike AIC 5.20 4.50 2.13 2.87 2.09
Schwarz SC 5.57 4.87 2.50 3.23 2.46
Mean dependent 11.18 39.12 7.30 6.83 4.07
S.D. dependent 6.45 11.10 1.46 2.85 1.70

lee ZVA z3sall juuis day o) z3sall ADJ.R-Squared i (o puai
ah ety o) Bl 2 3sal (Y ity o 3geil) il el 0 ey
Vector— dagie  aladidl &0 A Aol cahweidl 86
Error,Correction,Estimates

toelbdY) muaal igal LA mIL ()

b ) DR s () Canlie 4] oUY) pmmest 350 e (10
5asly sl 5538 alasiuly z3ses sl LlSal 5 50l aehy WS Aalad) )il
Al ) e anlinle sag
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Vector Error Correction Estimates

Cointegrating Eq: CointEql

CPI(-1) 1

Pbsc(-1) 0.018202

Standard errors -0.12563

t-statistics [ 0.14489]

IR(-1) -0.187198

Standard errors -1.38694

t-statistics [-0.13497]

ER(-1) -2.52432

Standard errors -0.85385

t-statistics [-2.95641]

GDP(-1) -1.108206

Standard errors -0.76681

t-statistics [-1.44521]

c 11.13739

Error Correction: D(CPI) D(Pbsc) D(IR) D(ER) D(GDP)
CointEql -0.398233 -0.07617 -0.01583 -0.03802 -0.01621
Standard errors -0.10301 -0.076 -0.02406 -0.03265 -0.02492
t-statistics [-3.86592] [-1.00225] [-0.65799] [-1.16454] [-0.65044]

e iy paml) Jaee i dishall saal) e 4l i) Jsanll (e ey
Gsae e Al g T-statistics (-2.956) dad (e el maing ipeall
s o8l e Lgien e 395 I i Cum ¢ %5 (e J81 AN
Sy ¢ Sl laas ) Cllagile aa 38 L sag il Janey Ciyeall
Lo Ul 8 adcail) (Las ciladgill s 3 Cipeall jaas o) aladiad (S
O Ay Al eail) g3l e admill Jaxa o) an iy ¢ adamill (b

kil il

e
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R-squared 0.33

Adj. R-squared 0.19
Sum sq. resids 440.68
S.E. equation 2.88
F-statistic 2.33

Log likelihood -154.43
Akaike AIC 5.12
Schwarz SC 5.52
Mean dependent 0.49
S.D. dependent 3.20

e o sl %19 il 3z gall Ayl 530 ) i) Jyaal (e ey

: gisalll 5asa Lid) ()

1.5

Inverse Roots of AR Characteristic Polynomial

Bl Jals o Lgmsen ) Cam Tl el Ao o ladl JSAN (e Bl

. (AR)z 3sail 5225}

RN
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VEC Granger Causality/Block Exogeneity Wald Tests() +) a8 Js>

Dependent variable: D(CPI)

Excluded Chi-sq df Prob.
D(Pbsc) 4.665539 2 0.097
D(IR) 1.486223 2 0.4756
D(ER) 1.320723 2 0.5167
D(GDP) 2.504168 2 0.2859
All 10.23562 8 0.2489
Dependent variable: D(Pbsc)

Excluded Chi-sq df Prob.

D(CPI) 0.033739 2 0.9833

D(IR) 1.011772 2 0.603

D(ER) 0.32818 2 0.8487

D(GDP) 0.021522 2 0.9893

All 1.190372 8 0.9967

Dependent variable: D(IR)

Excluded Chi-sq df Prob.
D(CPI) 1.323952 2 0.5158
D(Pbsc) 0.851603 2 0.6532
D(ER) 0.585644 2 0.7462
D(GDP) 0.986661 2 0.6106
All 5.241509 8 0.7315

Dependent variable: D(ER)

Excluded Chi-sq df Prob.
D(CPI) 2.213543 2 0.3306
D(Pbsc) 6.317078 2 0.0425
D(IR) 1.840771 2 0.3984
D(GDP) 0.365941 2 0.8328
All 12.20132 8 0.1424

Dependent variable: D(GDP)

Excluded Chi-sq df Prob.
D(CPI) 0.746806 2 0.6884
D(Pbsc) 0.225473 2 0.8934
D(IR) 0.269881 2 0.8738
D(ER) 0.113602 2 0.9448
All 1.728571 8 0.9882
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Impulse Response Function: cilayall dulaiuy) Jiga ()
Llaiud DA (e ety dus dalgll g (e Glareall L) Ally s
GAY) il gl apaty (Al ddbidal) cilesall 3 g0l 435<al) el yuaiall
Llaaa) Ay las) i (Y) 8, JSa

Response of Y to Cholesky Response of X3 to Cholesky
One S.D. Innovations One S.D. Innovations
3 3
2
5 /\—/
1
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o
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2 T T T T T 1 T T T T T
1 2 3 4 5 6 1 2 3 a 5 6
M X3 X4 X5 z Y X3 X4 X5 z
Response of X4 to Cholesky Response of X5 to Cholesky
One S.D. Innovations One S.D. Innovations
8 1.2

64 \/ 0.8 -

0.0
0
T 0.4 | \/\
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1 2 3 4 5 6 1 2 3 a 5 6
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53 Pl s 80 58 4wt (Je CPL ik o) @iladl JS8) e e
oand PR (yag ¢ dayll 338 DA Wl CPI e ER il o)) S . du)al)
S ) iy CP e () chiiall Gilaea 5ilg L0y5l) Solaia) Jls
st o) el ady ) 45ld e 89 Cipeall ae paiie B0 s G
- Lol Ak ce il

(Variance Decomposition) ¢plill cilig<a Jalal ()

S oAl paay Al uiall e dlfial) cbastd) 86 Glal) dalas GSay
CGAY) Clprid) gl i ) 8 dedeal dai L)) 5l & el
Oakall DlsSe st (V) a8y Joas

Variance Decomposition CPI:

Period S.E. CPI Pbsc IR ER GDP
1 2.884 100.000 0.000 0.000 0.000 0.000
2 4.030 96.572 2.784 0.268 0.313 0.062
3 4.734 95.585 2.507 0.835 0.726 0.348
4 5.233 89.157 2.931 3.149 4.478 0.285
5 5.780 77.681 4.652 6.462 10.729 0.476
6 6.529 62.954 7.309 10.751 17.729 1.257

Variance Decomposition of Pbsc:

Period S.E. CPI Pbsc IR ER GDP
1 2.13 1.37 98.63 0.00 0.00 0.00
2 3.26 2.27 96.77 0.01 0.95 0.00
3 3.87 3.46 94.19 0.16 2.14 0.05
4 4.30 4.51 92.05 0.13 3.07 0.24
5 4.71 5.56 89.88 0.18 3.90 0.48
6 5.11 6.31 88.09 0.24 4.69 0.68

Variance Decomposition of IR:
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Period S.E. CPI Pbsc IR ER GDP
1 0.674 2.124 11.236 86.639 0.000 0.000
2 0.922 1.881 12.547 83.636 1.320 0.616
3 1.122 3.700 11.156 82.013 1.996 1.136
4 1.314 4.008 11.004 80.935 2.777 1.276
5 1.496 3.718 10.898 80.484 3.576 1.323
6 1.675 3.231 10.921 80.031 4.604 1.213

Variance Decomposition of ER:

Period S.E. CPI Pbsc IR ER GDP
1 0.91 16.33 14.44 13.98 55.25 0.00
2 1.35 14.63 27.25 15.46 42.65 0.01
3 1.77 16.46 23.44 21.02 38.95 0.14
4 2.12 15.28 21.95 23.12 39.45 0.20
5 2.46 13.88 20.75 24.83 40.34 0.21
6 2.81 11.95 20.43 26.15 41.31 0.16

& (CPI) &) iall 5€a 581 (o cplall liga dilas Jgas (g gracallng
sl (A cplal) lig€a e LY ¢ v e G duad pdail) ga yuail) (sadl)
b by dudi i) (Bl (Glhee ibadl e deda Sigas die oY)
@l () dualadl did) 8 7009 g dalall Al B VYT ) dead aalidl)
el QL) e o ¢ dwsiil (CPI) it s Jis dsa)l 553l 5013 e
Sle bl il clprid) e Alfics L ey (PbSC) Galal) ¢ Usill asial
Ma5 5 ¢ Al Bl 50 2.27% VI Jesi il JaY) b admill Jaee
Ll W canlidl sl (3 7.3% (Msa ) Jemtl Jighall (sall 8 duall 538
e Sadl) 55l 8 Lo Ll Al Ll (IR) gilagh o 535l jaa il
2 10.7% ) dead Lighll ol & 5l 13 slay & (CPI) ascaill Jass
0o Aiia Gass ey (ER) capal) e jiaie Hiie G (B ¢ dulid) L)
Zoaal) o3 a3 A ¢ Byl 55l PR adcanl) Jasa 8 Gaad Al )il
SleY) Lawall o3a ag ¢ Auoaliad) o) 3 17.7% ) Doty dushall (saal)
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(1) manall el e Ll ¢ dupal) 8 deriiveal) piiall L daall
s el b Gl A Ana3l) 8l Al e 4 sy Speall il
] w3y (CPI) adcmill Jaxe 8 cand 3l sl e 3.4%
> ¢ (CPI) J chsd) 8L 7 yd docs 2 diaill 8534l) 5aliyg « 4l (CP)
Ghyriall @l 508 e a5 g dwalead) 558l P 37.1% ) daal) Juad
il s i faling pdml) CNane le () qene S Ll 3
Siiall 30 dsaa) e 35 il o3 oy ¢ dughally Javegiall saall e alld,
P anzill juds 8 (ER) 5o i) @b aal (<o)l (IR, PbscER )
bl ) Jagll Gl Sgle a9 dabial) < juall
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admill Lumidie ¥ dna Gaindy Jlaadl alall (sgicell i e dzilaal) ga
- adl Calagid dmgie il o DU HUSYT ol slat) L AN ol b ol
Lo il b Lawl Al 3 O Ciped Al ZaeaY) Jidad SIS,
it Qe b Cling By ¢ pene ey ghn Lol 8 il e
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o Lad Gl il sl st WiSag a0l
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