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Empirical modelling of the impact of monetary policy on Saudi
Arabia's economic growth during the period 1990-2022
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Abstract:

This study aims to test the impact of monetary policy on economic
growth in the Saudi economy, using the method of self-degradation of
slowing distributed time gaps (ARDL) during the time period from 1990-
2022, and GDP was used as a variable of the M3 monetary bloc, the interbank
interest rate, the inflation rate as independent variables. The standard results
showed a long-term balance between the study variables and a statistically
moral impact of monetary policy on economic growth in the short term, while
in the long term it had a somewhat weak impact.
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UNIT ROOT TEST TABLE (ADF)

At Level

GDP M3 SAIBOR INF
With Constant t-Statistic -1.5016 -2.9685 -2.2953 -1.7732
Prob. 0.1126 0.0488 0.1797 0.3862

Hokok ok no no
With Constant & Trend t-Statistic -1.2508 -2.9064 -3.1325 -2.0032
Prob. 0.1055 0.1739 0.1167 0.5768

*k n0 n0 n0
Without Constant & Trend t-statistic -1.5830 -1.4481 -1.7221 -1.2681
Prob. 0.7825 0.1351 0.0804 0.1841

Fook n0 * n0

At First Difference

d(GDP) d(M3) d(SAIBOR) d(INF)
With Constant t-Statistic -5.8871 -8.5570 -3.9724 -10.9945
Prob. 0.0000 0.0000 0.0046 0.0000
*kekk *kkk *kkk *kkk
With Constant & Trend t-Statistic -5.9319 -8.3998 -3.9866 -10.8107
Prob. 0.0002 0.0000 0.0212 0.0000
*kekk *kkk *%k *kkk
Without Constant & Trend t-statistic -6.0365 -8.7046 -4.0879 -11.1844
Prob. 0.0000 0.0000 0.0002 0.0000
*kekk *kkk *kkk *kkk

Notes : (¥)Significant at the 10% ; (**)Significant at the 5% ;(***)Significant at the 1%. And (no) Not

Significant
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UNIT ROOT TEST TABLE (PP)

At Level

GDP M3 SAIBOR INF
With Constant t-Statistic -1.4982 -2.9726 -2.3480 -3.8301
Prob. 0.1137 0.0484 0.1640 0.0064

*kkk *%k n0 Kk
With Constant & Trend t-Statistic 11705 -2.9106 226140 -3.9383
Prob. 0.1275 0.1726 0.2770 0.0218

Aok n0 n0 wok
Without Constant & t-statistic -0.5018 -1.4481 -1.7422 -2.6040
Trend Prob. 0.9849 0.1351 0.0773 0.0109

*xkk nO * *%k

At First Difference

d(GDP) d(M3) d(SAIBOR) d(INF)
With Constant t-Statistic -7.0490 -8.4844 -3.5915 -11.0642
Prob. 0.0000 0.0000 0.0119 0.0000
ok sokok ok Hokok
With Constant & Trend t-Statistic -7.2434 -8.3140 -3.5814 -10.8648
Prob. 0.0000 0.0000 0.0481 0.0000
ok Hokok ok Hokok
Without Constant & t-statistic -7.1651 -8.6337 -3.8237 -11.2546
Trend Prob. 0.0000 0.0000 0.0004 0.0000
Hokk *okk *okk ok
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g ALl Aslasll e lalazel :BOUND TEST il Jol&l) sguzll jLas| 2.2.2
lda B dus (Sladaddl dad (po Ga=ill Pesaran (2001)3 BOUND TEST ;las| Gy
Sl e ey Ayl Sl dne o Jo¥1 Aigs 255145 A8Me S92 (ye aiSI) ) 5Lyl
A il yall Aelyo @3
J2¥ gl 43155 A8Me arg3 ¥ 1 piall A yal

ar=a,=az3=a,=0
J2¥) Agls 335165 28Me g3 Ayl Ao a1

AL F oy FazFa,+0

BOUND TEST J;liadl JolSill 5ol it :(06) oy Jouze!

oyl eudll f- statistic
%5 %1 5.384318
(1) 0) 1) 10) ‘3
4.306 3.272 5.266 4.614
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Slgzall I Slamd) Galud sl mumiad e Bashd oSy U3 e ol
2 B puady abigl EMall (ARDL) Aibs Laell Acjaadl 2yl
ARDL & 39.0d1 dnpd| ool gmald FII0 5 ¥l o5 .3

0utd5 L oy polall Jouzdl L6 ARDL (3,4,3,0) dalyll 3 bzl 7 3geall Ladg
dsshall s (e z3gaill yuaall cMalaadl (ayay 4l suay il gl Jsuzd! Lal 35l
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Selected Model : ARDL (3, 4, 3,0)
Variable Coefficient Std.Error t-statistic Prob.*
GDP (-1) -0.464948 0.224935 -2.067194 0.0264
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GDP (-2) -0.538602 0.200795 -2.682354 0.0171
GDP (-3) -0.198846 0.169397 -1.173845 0.2588
M3 0.205110 0.141626 1.448245 0.0017
M3 (-1) 0.359018 0.171118 2.098065 0.0132
M3 (-2) 0.116014 0.156387 0.741843 0.4696
M3 (-3) -0.007997 0.140061 -0.057094 0.0096
M3 (-4) 0.241410 0.133811 1.804111 0.0091
SAIBOR -0.958094 0.493026 -1.943292 0.0071
SAIBOR (-1) -0.592237 0.766146 -0.773007 0.0045
SAIBOR (-2) -1.768199 0.839230 -2.106931 0.0124
SAIBOR (-3) 0.786962 0.548374 1.435083 0.1718
INF -0.797007 0.429880 -1.854024 0.0084
[d 1.448282 1.898330 0.762924 0.0046
R —squared 0.791660 Mean dependendent var 2.801724
Adjusted R — suaret 0.424432 S.D. dependent var 3.892198
S.E. of regression 2.952862 Hannan — Quinn criter 5.309698
Sum squared resid 130.7909 Schwarz criterion 5.969772
Log like lihood -62.99062 Hannan — Quinn criter 5.516425
F- statistic 2.588280 Durbin — Watson stat 2.207637
Prob (F-statistic) 0.000582
Eviews 12 zoLiy &ilaysea J] Iobidul cpi> Ll slae] (o 2 yuaed|
d.y.]a."gﬂ.;a.ﬁ.“ Ja¥ Sledao y3045:(08) PR Jeuzt!
Conditional Error Correction Regression
variable Coefficient Std. Error t- statistic Prob.
GDP (-1)* -2.202431 0.427600 -5.150682 0.0001
M3 (-1) 0.913555 0.259215 3.524313 0.0031
SAIBOR (-1) -0.615380 0.343210 -1.793014 0.0932
INF ** -0.797007 0.429880 -1.854024 0.0835
D (GDP (-1)) 0.737448 0.272179 2.709419 0.0162
D (GDP (-2)) 0.198846 0.169302 1.173845 0.2588
D (M3) 0.205110 0.141626 1.448245 0.1681
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D (M3 (-1)) -0.349428 0.193902 -1.802083 0.0917
D (M3 (-2)) -0.233413 0.163344 -1.428967 0.1735
D (M3 (-3)) -0.241410 0.133811 -1.804111 0.0913
D (SAIBOR) 0.958094 0.493026 1.943292 0.0710
D (SAIBOR (-1)) 0.981238 0.624013 1.572463 0.1367
D (SAIBOR (-2)) -0.786962 0.548374 -1.435083 0.1718
CointEq (-1)* -0.703973 0.016655 -4.435083 0.0002
*p — value incompatible with t-bounds distribution.
**Variable interpreted asZ=Z (-1) + D (2).
Levels Equation
variable Coefficient S td. Error t- statistic Prob.
M3 0.414794 0.081362 5.098146 0.0001
SAIBOR -0.279410 0.142940 -1.954729 0.0695
INF -0.361876 0.178056 -2.032375 0.0602
C 0.657583 0.847973 0.775477 0.4501
EC =GDP — (0.4148*M3 — 0.2794*SAIBOR — 0.3619*INF + 0.6576)
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