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Abstract:

The study aims to analyze the impact of monetary policy on Saudi economic growth, and focused
on two variables: the narrow monetary supply M1 representing monetary policy, and GDP (Gross
Domestic Product) representing economic growth. The descriptive analytical approach based on an
econometric model was applied using time series and joint integration to demonstrate the impact of
monetary policy on Saudi economic growth during the period (2001-2018).The study found a
number of results, the most important of which is that the time series of model variables are
unstable and is in the form of levels while they were found to be stable in the form of the primary
differences. The study also found that changes in the narrow monetary supply M1 morally affect
changes in GDP because the probability values of the test is 0.0019 which is less than the moral
value of 0.05. There is a highly positive and clear short-term relationship between the independent
variable and the dependent one; the effect of this relationship begins to fade relatively over time in
the long run. The researcher recommended the need to coordinate economic policies so as to
increase economic growth rates for the sake of achieving comprehensive and sustainable
development.
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Group unit root test: Summary

Series: L_GDP, L_M1

Date: 011920 Time: 22:35

Sample: 2001 2018

Exogenous variables: Individual effects

Automatic selection of maximum lags

Automatic lag length selection based an SI1C: 0

Mewey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-

Method Statistic Prob.** sections Cbs
Mull: Unit root (assumes comman unit root process)

Levin, Lin & Chu t* -2.02358 0.0215 2 34
Mull: Unit root {assumes individual unit root process)

Im, Pesaran and Shin W-stat 0.04879 0.51485 2 34
ADF - Fisher Chi-square 287413 056791 2 34
PP - Fisher Chi-square 3.24197 05182 2 34

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.
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Group unit root test: Summary

Series: L_GDP, L_M1

Date: 01M19/20 Time: 2236

Sample: 2001 2018

Exogenous variables: Individual effects

Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0

Mewey-West automatic bandwidth selection and Barlett kernel
Balanced observations for each test

Cross-

Method Statistic Prob** seclions Obs
Mull: Unit root (assumes common unit root process)

Levin, Lin & Chu t* -3.68157 0.0001 2 32
FMull: Unit root (assumes individual unit root process)

Im, Pesaran and Shin VW-stat -2.61092 0.0045 2 32
ADF - Fisher Chi-square 13.9401 0.0075 2 32
PF - Fisher Chi-square 13.6780 0.0084 2 32

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

Eigedl Slpdne (p BVl dd! jla) -2
Ol domegs IV e B s call LSl by 3 2T piee o e U e o aSTR Lo VY s pusay
Tl SIS o ((3gaed) L) S ) 3 ol e Lsae S5 M Gl sl aill o4 3 ol 0L
[0.05 gt aadl e BT 29 0.0019 jLesd 2 eV
GDP M (o 85l il r B jl) 1(3)pd) Igir

FPairwise Granger Causality Tests
Date: 0119/20 Time: 22:34
Sample: 2001 2018
Lags: 2
Mull Hypothesis: Obs  F-Statistic Prob.
L_M1 does not Granger Cause L_GDP 16 11.6171 0.0019
L_GDP does not Granger Cause L_M1 0.13944 0.8714
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Date: 011920 Time: 22:40
Sample (adjusted): 2004 2018

Included observations: 15 after adjustments
Trend assumption: Linear deterministic trend
Series: L_GDP L_M1

Lags interval (in first differences). 1to 2

Lnrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo, of CE(s) Eigenvalue Statistic Critical Yalue Prob.**
Mone * 0.530540 16.29791 15.49471 0.0378
Atmost 1= 0.281331 4. 855320 3.841466 0.0260

Trace testindicates 2 cointegrating egn(s) at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 lavel
**Mackinnon-Haug-Michelis (1899) p~values

9oy e J ol on @YW O Integration Srell LS o) olilaxY alla-Y) dadl) & o 2

GDP Jlay J&1 =y MT uadl o8l oo 31 3L b wdle
(il oS Byge B 3gedt -4

S piadl JoSI 3500 S paze SHslas (5 @3y gk

Sample (adjusted): 2004 2018
Included observations: 15 after adjustments
Standard errors in { ) & t-statistics in []

Cointegrating Eq: CointEqg
L_GDP{-1) 1.000000
L_M1(-1) -0.257240
(0.01132)
[-22.7211]
C -11.11833
Erraor Correction: DML_GDP) D(iL_M1)
CointEqg1 -0.647747 -0.785690
(0.28445) (1.05612)
[2.27720] [-0.74394]
D(L_GDP{-1}) 0.090284 -0.083839
(0.18323) (0.68030)
[0.49274] [-0.12324]
D(L_GDP({-2)) -0.116986 -0.435234
(0167 TF5) (0.62284)
[-0.69738] [-0.69879]
D{L_M1(-1}) 0.029216 0.092395
(0.13659) (0.50714)
[0.21463] [D.18219]
D(L_M1(-2)) -0.067261 0.273009
(0.09706) (0.36038)
[-0.69298] [ 0.75755]
o 0.042470 0.089886
(0.01760) (0.06533)
[2.41375] [1.27591]
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82.1 54.3 5.0 330,328 5.8 271,080 8.4 179,396 | 2001
81.6 53.2 15.2 380,600 14.5 310,367 12.8 | 202,339 | 2002
81.7 54.2 8.2 411,755 8.4 336,404 10.2 | 223,022 | 2003
82.2 S54.7 18.8 496,098 | 21.3 407,976 21.6 | 271,303 | 2004
81,1 51.2 11.6 553,675 10.0 448,805 4.5 283,539 | 2005
81.6 47.3 19.3 660,583 | 20.0 538,769 10.3 | 312,742 | 2006
84.4 48.6 19.6 789,755 | 23.7 666,616 22.6 | 383,557 | 2007
85.4 45.8 17.6 929,125 19.0 7931,118 10.9 | 425,494 | 2008
82.1 50.7 10.7 11,028,944 | 6.5 844,935 22.6 | 521,558 | 2009
85.5 57.9 50 11,080,370 | 9.3 923,874 19.9 | 625,592 | 2010
87.2 62.2 13.3 1,223,563 | 154 | 1,066,427 | 21.6 | 760,985 | 2011
86.9 63.6 139 [1,393,754| 136 | 1,211,543 | 16.6 | 887,115 | 2012
87.1 64.7 10.9 1,545,149 | 11.1 | 1,345,485 | 12.8 | 1,000,449 | 2013
89.1 66.1 119 1,729,356 | 146 | 1,541,694 | 142 | 1,142,951 | 2014
89.1 64.6 2.5 1,773,296 | 2.4 1,579,291 | 0.16 | 1,144,760 | 2015
91.5 64.0 0.79 1,787,352 | 3.6 1,636,030 | -0.03 | 1,144,435 | 2016
90.4 65.4 0.21 1,791,134 | -0.89 | 1,620,004 24 | 1,172,177 | 2017
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23.10 1,980,777 2010 -2.84 690,516 2001
27.08 2,517,146 2011 2.97 711,022 2002
9.64 2,759,906 2012 13.82 809,279 2003
1.45 2,799,927 2013 19.89 970,283 2004
1.30 2,836,314 2014 26.85 1,230,771 2005
-13.50 2,453,512 2015 14.68 1,411,491 2006
-1.43 2,418,508 2016 10.44 1,558,827 2007
6.77 2,582.198 2017 25.05 1,949,238 2008
14.22 2,949,457 *2018 | -17.45 1,609,116 2009
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26.7 8.4 179,396 -2.84 690,516 2001
28.4 12.8 202,339 2.97 711,022 2002
275 10.2 223,022 13.82 809,279 2003
28.6 21.6 271,303 19.89 970,283 2004
23.0 4.5 283,539 26.85 1,230,771 2005
22.1 10.3 312,742 14.68 1,411,491 2006
25.2 22.6 383,557 10.44 1,558,827 2007
22.2 10.9 425,494 25.05 1,949,238 2008
324 22.6 521,558 -17.45 1,609,116 2009
31.5 19.9 625,592 23.10 1,980,777 2010
30.2 21.6 760,985 27.08 2,517,146 2011
32.1 16.6 887,115 9.64 2,759,906 2012
36.3 12.8 1,000,449 1.45 2,799,927 2013
40.2 14.24 1,142,951 1.30 2,836,314 2014
47.5 0.16 1,144,760 -13.50 2,453,512 2015
47.3 -0.03 1,144,435 -1.43 2,418,508 2016
45.3 2.42 1,172,177 6.77 2,582.198 2017
41.2 3.90 1,217,944 14.22 2,949,457 ***2018
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