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Abstract: This research paper aims to study the relationship between
the nominal effective exchange rate and the rate of inflation during the
period from January 1980 to January 2020.The study results showed a
causal relationship in one direction that applies from the nominal
effective exchange rate towards the rate of inflation. In addition, the
study showed a Long-term equilibrium relationship between the two
variables allowing the application of a vector error correction model VECM.
keyword: nominal effective exchange rate; inflation rate; VECM model.
JEL classification code : C01, E31.
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Pairwise Granger Causality Tesis
Date: 04/03/20 Time: 14:49
Sample: 1980M01 2020M01

Lags: 2

MNull Hypothesis: Obs F-Statistic Prob.
DNEER does not Granger Cause DINF 478 446153 0.0120
DINF does not Granger Cause DNEER 1.66129 0.1910
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Date: 04/03/20 Time: 14:52

Sample (adjusted): 1980M03 2020M01
Included observations: 479 after adjustments
Trend assumption: Linear deterministic trend
Series: INF NEER

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.030270 16.16359 15.49471 0.0296
At most 1 0.003002 1.440125 2.841466 0.2301

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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VAR Lag Order Selection Criteria
Endogenous variables: INF NEER
Exocgenous variables: C

Date: 04/03/20 Time: 14:54
Sample: 1980M01 2020M01
Included observations: 477

Lag LogL LR FPE AlC sSC HQ
0 -5344.101 NA 18620322 22.41552 22.43299 2242239
1 -2934.423 4789.046 775.1554 12.32882 12.38124 12.34943
2 -2879.877 107.9483 627.1164 12.11688 12.20425* 12.15124
3 -2872.770 14.00605 619.0006 12.10386 12.22617 12.15195
= -2863.382 [18.42172* 605.1763* 12.08127* 12.23853 12.14310%]
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= 1TSs1073 o sase71
D IEERc 13> o o=2s32>7F o . 3=2s337
O OOoO=0 7> O OasD1>
= 1=o9ss) L 7. o193
DIEERC2>> o ocol1ass o 11109
o.o0=S=1> c.oassa2=>
to.=1=a=311 (= =2o=723
D rIEERC=3> o coazas o.119sos
o cosas> o oas=a>
o socos=3} = a7v7=321
D rIEErRc<=>> —o . coosss e e —
o oco=113=> (O oOas=S>
- . 372033 L. sS31sa)
= —Oo OTSsA=s O Ta= 100
(O O0ODS= 1> o SsSas13>
O 7905931 -1 3SS703
e L covsass o zassos
At FR-=Gu e o o osFes=0 o.==2a=90
Surm =q. resias 19sS 7 e=27 s=2s16. 23
= G Stion = oass1o 11 essSs1
Fostatistic a =2ore1o A7 Aas7TsOo
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Al VECM i)l psaa’ el zigad (gudas B g ¢l daall 2

pdumilly an) il Cipal) jras ( ABNal)

z3sail) Liase ¢(tea=2,78 > tiap=1,95)gsi05 il (=0,032) lasd) o Jualas
sl Ladlal @jlas) sac adde gy g 3salll Aana Akl (Jsia il

Zisalll 4ada L) 6.5

onEl Bl e 5 L)) dsag pae (e oSED L Bledl S0 BLg ) Las)
s o (P Bl 3 e o dpiiall pa bl (et duay (LM jlas) aasis
t Vsl Jsanll 8 LM sl it (215 daiea 2019 cCiug 5 4aY) il

LM LS il o ahide 26,9t

ia | Serial Correlation LM Tests
Date: 0O4/03/20 Time: 15:10
Sample: 1980!\/101 2020&101
Included observations - 276

rNull hypothesis: No serial correlation atiag h

Lag LRE"~ stat ar Prob. Rao F-stat o Proo
“ 3713775 “ O 2261 o 229302 (2. 2926.0> o xa61
= 3. 283239 < o.s5116 o 821378 (2. 926.0)> o.sS116
3 S 679038 4 o.=22>aa 1 a>>ss1 =, 926 .0> o 2>aa
= 5. 718137 = o.1S16 1.583816 (. 926.0> o.1516
= 3. 3a9129 - o.sS01=2 o.8S37892 2. 9265.0)> Oo.so1=2

(Eviews ] Q)zaliny clsjia Ao alaic YU Gpialil] slae) (e 2 jsaal

£

of AL A hall ducadll Jis Jagss Prob(LM) >0.05 i Nl Jeaall e Ll
b dladipe ye eUady)

s UadY) b Guilad aae e jlad) .

JUAIA S PN P W - EQ] P g o

White L) il ye ahie 7./ s

VEC FResidus

THeteros kedasiticity Tesis (Levels and Sguares >
Dote: O4/05/20 Tirme. 51.50

Sample: 1980MO01 2020MO1
INcluded observations. 476

Joint test:
chi-sg el Proo
1820 0700 Sa o.cooo

(EViews ] Q)zalin Cilajie o slaic YU ppislil] Y] e 2 jtadd

6l panll Gz iy o LAl (s 4 cprob > 0,05 o oDlel Jsaaldl (o Jaadls
sl as uls il axe Al (e Alay z3galll
S oAy =il Jiew VAR glgad b (daglal) siadl) Sraall dgandl i< jda
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352 =333 ye 20214l (01 :9and) c15:alaall Ly Lalad) Silayf Usna

)—'""‘J/ -Lq-l&//xﬁfj.h yj/..) 39&47

of AR Ct —— _
s
m
s A - -
o - -
R * -
-a11m -
s . . | ;
s - -os o [ ] “m s

.(EV/eWSIO)éuLiJ,: Glayhe Ao olaic YU spialll slae/ e i jdasl
- 8ia o dgaill (8 Baagll B30 JAN Spaal) dgan IS Heda anea o
pllaall Aygiaa sl &
el dypina L] ilii o abodo 18 gt

System: UNTITLED
Estimation Method: Least Squares
Date: 04/03/20 Time: 15:49
Sample: 1980M06 2020801
Included observations: 476
Total system (balanced) observations 952
Coefficient Std. Error t-Statistic Prob.
(1) -0.021807 0011423 -2.784399 0.0055
<2y 0.061671 0045911 1.243283 0.1795
(3> -0.0058432 0. 045541 -0.1283200 o0.8979
(a4 -0.121200 0.045525 -2.881940 0.0040
(5> -0.098484 0.045572 -2.161074 0. 0309
(5> -0.025327 0.008066 -3.139839 0.0017
7D 0.001858 0.008510 0218209 o.8272
(8> 0. 004246 0. 008482 0.500625 0.6168
(9 -0.00958s8 oc.00s132 -1.179013 0.2387
(10> -0.076138 0.096305S -0.790595 0. a29o4a
c(11) -0.025809 0.065018 -0.396958 o.6215
c(12) 0.362252 0.261305 1.286318 O0.1660
Cc(13) -0.152744 0.259201 -0.589287 0.5558
c(14) -0.007282 0259109 -0.028105 0.9776
Cc(15) -0.219348 0.259377 -0.845672 0.29s80
(16> 0.325137 0.045911 7.081914 O.0000
(17> 0.111096 0. 048435 2.293716 0.0220
(18> 0.119598 0.048276 2.477385 c.01=24
Cc(19) o.08a772 O. 045284 1.831542 0.0673
(20> -0. 743100 05431321 -1.355699 0.1755
Determinant residual covariance 547.5358
Equation: DANF = C(1)*™(INF(-1) - 0.00336816248285"NEER(-1) -
T.51475473878 ) + C(Z2Y'DUNF(-1)) + C(3y»DUNF(2)) + C(a)y™"DUNF{-32)»)
+ C(S™DUNF(-4)) + C(S)*"DI(NEER((G1)) + C(7y»D(NEER(-2)) + C(8)
*D(NEER((3)) + C(Sy"D(NEERE4)) + C(10)
Observations: 476

e

]

(Eviews [Q)ealip cilajia o olaie YU Gfiall] dlic) S 2 jtucaad
568 «(Prob=0,005) gsixas s C(1) Uadd) i dalae Jsaad) A (g0
-z el Aadlal 2 U Lyl
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pdailly and¥) Andll Cipal) jrw (s ABDlal)

B e il gl 8 dlad) gina JLERY) 1 iy Wald a0 (7.5
:Wald sl il g3l Jlsall Jsaal
Wald L) it <9 pia

Yald Test:
System: {S6system3

Test Statistic Value of Probability

Chi-square 142 71726 - O.0053

Null Hypothesis: C(6)=C (7 )=C{(8)=C(9)>=0
Null Hypothesis Summary:

Normalized Restriction (= 0) Value Std. Err.

(5> -0.025327 0. 008066
(7> o.co0185sS Oo.00s8510
(s 0.004az246 O.00sSasz2
(9> -0. 009588 Oo. 008132

(EVieWS ] Q)zalin cilajie Ao slaic YU Gpiald] D) e 2 jsadd

Sl Gipall el Zay V) Allaall o 4ias ¢« prob=0,005 < 0,05 of Laadls
Al (Aahlls (JsY) Oiales 3)l3) @llin cadaill Alalee b aaed of (S Y an)
sl et adimill o el el Gipeall e Gl 51 ey e
Copall o il S (i Range AN A0 Oiialedl) Gady Led Wl ccusl
i) Gialaall e LS OB Ll e aaail e an) Jladl)
t@ladal) Julas L85

Chaia o Ane deda 1 Ay mas Bl Jlsas cilesall Jias o
3y o Ll 3asm sall ACaliall e Laal) Ciluad Blainl) Jlga Al Saaiig ¢ alail)
sy O Geans cang ¢ UadY) 8 deda Sigaa S e Aalall criall ol Jad
o Pl e (U oy leudi e 3pnial foalies any paliadl S o Al
(281 daia 2011 caeas) iyl JS

G Gy adail) 5 Copeall e Al ki g2a) G deda Gigaa
Galdl d mnse s LS el 10 e o Blaaa¥) Ay Pla Ges o B il
@il adzill Jara B 2aly (gilme il 3)380 dada Gigan s A aald (1),
& oY) il Gyl e e ple A ) 505 aals (glme Cabaily 3k
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B AL o ol B an Gualally ol Guedll 8 alad) TSl ¥ el
el Lell) (36,96 (ssina ST ) Jeay 0 Alaia)

Jara 3 580 6l 8 om ¥ ) el Capall pe 8 deda Cigaa (g B
S deaall eda e Mg SBI el e ledail oS3 Y1 el A (gl adual
(=5.25) sl el b 5S) g daay ol Aiiiad) gl Jsha e il

Uas opls (3 Laiie JS ealiue (530 3aa3 ) il st gy 1eplld) Jlas 9.5
Gt Al bl (e %99,9 Capilly adl 1aadls (2) a8y Gald) A e ¢ sl
Cannsy ol 8 Gaaad Al Gl cpn b cdnd i) L Jaill Capall e
Gl %95 LY dea Ll ad) b L il gad) 3 %100 i il
e adll Capeall yras 5paia Ly L5 (%92 ) Josi Jyshall

i) Julas .6

A bl duhl) cila g

D Alulu Ayl axe (PP lasly ADF lasl) sasgll jia cublas) coyelal —
v Giliias 5 sl de gyedl) adimill Jaees dpedll anl) Jadll Cajall
ot JalS Ssa AlSa) (i Lae ¢ ¥ Al (e GilalSia Legil (5l U5 (Al
algaladl A Guyaaiall G dans Ale 250y Granger J dpeall Lol R8s cuiy -
sl admill Jaes ) can) edll Copall s (o gusd

Jad) dlsh d)ls JelSs Adle agas el Johansen J ol iddl Jelsil) laa) —
o Andl zisal iy rany lae cadaill Jaeas an) ladll Copall e o
.VECM {Lal)

sie (g5imas Al (C(1)=-0,032) sl mosai Julaw ekl VECM z3gai s -
o) Jadl)l Cipall e Gn JaY) Alsh ADle dmy Sp L %1 AN (g5
Cagaa de 3y 8 (el adumill Jaes dlolus o s ¢(oyell adcaill Janay (55el
S deay ia (31,25/12) 4w 2,6 oz (1/0,032) 56 31,25 Vs Gssrea
i ety Led L cladipe Jawd G oS3 a5 «Jpshall JaY1 G ol s

349



Al VECM i)l psaa’ el zigad (gudas B g ¢l daall 2
pdailly and¥) Andll Cipal) jrw (s ABDlal)

Jae Qils W) (10 %3,2 Jobay Lo ranaall o el S (8 4ld sl
ashal) Jal) 8 gpell adal

g e il Copall e 8 deaa ol g o il claall Jidas -
il Jae e Ll

canY) il Copal) ey 3t Jamad cplall Qs il —

e G el Jae oo el adll cipall pad dple ABle 35a —
el 8 el st Jaee & i U Jelsall (e e3a an] il Capuall
P ES (I

sps eJsall SV oaliai®Y) Llidl) e 0 ) JJan aolde i3 yalls adaill e

Jalsall 028 G ey et 5 AN Jalsall aiDle paaty Jiliad) (8 aiuhs ) Leds L
e il Copall jras b dena gl Gipan o s can) Jladll Gopall e
3sag) dpshally Jagiall aaY) & S ¢ uail) a) 8 adadll cNVae e i
aalu 2 VECM z3sa alainly duapall Lgindl lly Lagiy LLalSl) dyaalall k)
tod W)SD e ) Ciluagill G ey olae aldy AY) 138 aaan 3

e % Lbdil) Geull GLES (ol paal o adiag SLiel ey 2l sl -
LY a5t Cany Y cadill Y aee o s ledpa g Alenl) dagd

e oSl iaY) Copeall (Bom (B SLELY) (a3 e Y —

¢ bl OSa A Aald aaaanll (8 aisall dalsally i)l men Al -
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saaladl duild .8
1. - Henry, H. What you should know about inflation. Nostrand
Company INC (Canad: Van Nostrand Company INC. 1999) ;

o o) Cpall o bt 1 Gy Jilat puasin Jeg S G desdl -
Adlally dpbaidy) Sgad) Aaa 2017-1985 sl Pla Jhall A adaill Jasa
£(2019) «Js¥) 22ad) ¢ Gualid) alaal

& paaaill SV aeay Copall a gn daliall BY) calia 335 asall 2o e o -
(7) 4 ¢ byl dwall dae 2016-1990 358l s dulyp gyl slaBy)
¢(2019)

tualyll) il gl bl SLaBY) Gage Jlall de dia Cupl Sylags -
§(2015 « paall gyl i

Capeal) s iy adzmill Gn JaY) 8yl L) WD Ay chaas (e =
il daals dpnbadl Glul Aae VAR zisa DA e siball & Jladll )
§(2013) ¢1822a)l 9alaall

VECMUaill zmosa 7353 aladinly Apld Aldas Ay ol algs jelae anls =
—1970 sl DA jihall b Al clis) e Lola@Vl eyl Gany i Y
¢(2017) laaadl cdalaall cipaiilly ilusssall Joa cluhal) dlas <2016

daghl ceiall Sl s Auhy )l Ees) Copall e (il ditle -
¢(2014/2013) «lusali dnals cdpbaiB) ashell o] gi€all 5ol Jail dadia

¢ Gubailly Apylaill f cwldl) SLaBY) 8 Cuoall cdplae ) de desa Al 2 -
¢(2005 dpmalall lall :40uY1) cAaladl )

¢(2011_2007) 5l Ja ) jliall Jladll Copal) pews lize ana Jiie =
§(2012) ¢(4) i yumally L) il pall Al

2010-1970 jihall & sl Ladall Cipall jaud Lpuld dulyy ¢ e o e -
¢(2013/2012) sl Gaala ¢ yppuill o sle 8 o)y 5algds Joal dadia dag bl
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Al VECM i)l psaa’ el zigad (gudas B g ¢l daall 2
pdailly and¥) Andll Cipal) jrw (s ABDlal)

el ALY Lol Gdad) el Copall Jane oy Sl aens el e -
§(2012) <1 1a3ad) 11 alaal) ¢iliy5 dnals ¢ Cnlill Alsa
@Y el o Aaalad) Alall Y Ll by (Ol Chugs Qlang WY -
GESu daals ala®Y Galll dlse (2017-1992 sl el
£(2019) 1222207 sl
2011 caaladl Jha :0a)¥1) caalall jla ¢ ol SLaBY) Gyl ¢ Aud dens =
Alal duld duhy LN dplady) chend) e adcaill a6 cCaug o 88 -
B Amala Apla®Y) aglall 8 ohsSAl saled Jil Aedie dagybl il
1400= ¢(2016/2015)
gl L9

el Ls 22 gale cClevall Julsi o]  gale

Accumuated Response to Cholesky One S.D. (d T adjusted) innovations Variance Decomposition of INF:
Aorumuizied Response of NF 1O NEER Accumuiated Response of NF 1o INF Period S.E. INF NEER
1 2.049619 100.0000 0.000000
2 2.962448 99.01440 0.985604
3 3.609752 98.25337 1.746626
4 4.004258 97.72642 2273582
5 4.274017 96.77141 3.228590
P4 5 4517485 95.83187 4168134
/4’ 7 4756024 94.95624 5.043761
8 4.993010 94.19164 5.808363
——— 9 5.219658 93.51502 6.484983
T e 10 5427817 92.89351 7.106493
F 28 e g ey e I Vvariance Decomposition of NEER:
Period S.E. INF NEER
Aocumuizted Response of NEER 1 NEER Acoumulated Respanse of NEER 1o NE
1 11.66561 0.070628 99.92937
; P 2 19.36474 0.046349 99.95365
575 3 26.36058 0.026257 99.97374
B 4 33.40481 0.016572 99.98343
> 5 40.62778 0.038712 99.96129
> 6 47.66302 0.069113 99.93089
/'/ 7 54 46495 0.097463 99.90254
7 8 61.04480 0.121295 99.87871
. L 9 67.41115 0.142185 99.85782
/ 10 73.54972 0.162383 99.83762
1t 23 4587389 M0 1 23 45 8678 81 Cholesky Ordering: INF NEER
.(EV/EWS]O)&AL‘:'),: Sla s 2 badl (EVI&WS]O)@:AL‘:'):: Slayso o jdaaal
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