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Abstract

This study focuses on knowing what are the main factors that could be used by the Central Bank of Syria
in order to predict the demand for money by applying the ARDL method (Pesaran et, 2001), on quarterly
data for the period 2011-2020. Bound test of the real money demand model of (M1) shows that inflation,
interest rate, and exchange rate have produced the expected effect in the M1 equation. Besides, the inflation
rate maintained its negative impact on the M2 money balance on the expense of the interest rate which
doesn’t express any effect. Moreover, the long-run M2 money demand function showed relatively higher
stability than the M1 function. This goes in line with the idea that M2 money aggregate is a better tool for
formulating monetary policy objectives in Syria.
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aes 0585 oL Johansen i dliaal JalSil) meie 8 LS by Y il ARDL
JalSs o i dgag dla (b Gubill 6 iy Cuns | (1) s G i pisal
d(1) 51(0)

BalS aalasin) ) jlad agall maall (bl sa Lo aad e agall o
Dkae ¥ g Al B Cundl 13gh L Sl hal Can (aaas Jal e dusiill dupull
el gl bl e Ladiiiceal) Apsil) palaall (b€ M2 5 M (50 SIS

« (Bahmani and Rehman, 2005) 5 (Bahmani, 1996) & Ls
g ¢ paaail) Jaeag ¢ aiall Jaally ¢ aial) oaiil) mall #agaill G
REYWA(

LM, = ay + a.LY; + a,INF; + az3EXH, +
(1) U

(Bahmani-) ;5 (Arango and Nadiri, 1981) 1 Gy 5 adgiall (e
eSal Aanse 5L @1 daleal) 336 of «Oskooee and Pourheydarian, 1990)
Al a2 5Ll 05 oy edaall Cligiva 8 chuall slath Jaall Zulady) A yall
il e 3 el slad) agall e callall Al digydl e el
ey bl V) #pi ey ddada 3la) 336 o el Ged a3 J Al ey
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G ha) aad ks fad) dea (g alia ¢ Adlall jlaliiall (e aad) B A8 gall Adlal) o SN e (e

25l LalaaY) £dls e (DY) olat) ddaall dlasll dad 3 lastI) Capeall jau
Adad)
: ARDL z3al g gt o Lo 13 I IS (1) dlobedl 3865
ALM; = ag + X%, ay;ALMe_; + X ay ALY, +
Yic1a3MINF_; + Xizg ayAEXH, + B1 LM + BoLY o +
B3INF,_; + BsEXH,_; + e,

2)

el G JaY) Abgh A e By, Bo, B Ba ) Dlalas s
Al Al e (ayy, Qg Agp, gy ) Shelaadl juad Leiw ddlaasay 38l
g ) i) G JaY) 8yaad

gaaill Pesaran et al, 2001 1 Bound test agaall Lol duyal) axdns
DLERY) 138 adiny . LEXP GINF (LY (LM g gaall dligh cil®lal) 35a9 (e
e JalS 35mg p2e e pal Al aaall 4um @l F-test Wald Statisitic e
Lylae o of Camy el JalSall 2gm gy ALa) Lucajall il sy yaal) clpiiall oo
13 ¢ %5 A2 (g dic Adgaall Pesaran ad as dgusall F-statistic 4.
Locap =iy e 5 Upper Bound el as) (e el dsgunall F 4o cuilS
SN 2al) e al gendll F g ol 135 «JaY) dlgh ADle 35m5 adey prall
Slig yal) s Al gl oty adall dua @ by (Sa Y e Lower Bound
Slo sanly 3hls 55 aa Sieal)l aiid) daud DA e lgles 2 lly JaY) dlsh
aaly 3l 5k il aridl) Jales

s zigad IS aitlua 2 of (Sadll g0 ARDL (S (2) z3sadl
:Ju J<al e ECM adl)

n n n
ALMt = Qy + Z aliALMt_i + Z azl-ALYt_l- + Z a3iAINFt_l-
i=1 i=1 i=1

n
+ Z auAEXH_; + YEC
i=1
+ U 3)

e dbgh AL Jiadl )5l acasl) e Clat) e EC ey Cus
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ey 5l 8phlaa ooty slgus Undll etz 35aill Jyamsll (i pla 23 Lagas
gt zasail (glaall JSaN 32l agaall a Bale) ehal & ey ARDL goas
b bl 360 2w @lld ega By VECM clady)

Gl (GOl Cyadll dige o dusin oy GhLS by Auhal) aadils
pall dnmjd Hlad¥ 1-2011:1-2020 : sl s Central Bank of Syria
it Abal) daca il Jilhe (U1 Alishe 3D ) djiia JalSs 3gag pdas i )
138 Jal g e stia IS Lol dap0 a3 b e JolSH) i) & ) 55l
Phillips— 5 Augmented Dicky—Fuller Zhauy) ladl cha) & (sl
t Ul Jeaall & ek ibully (Perron

(aabytl) cpiial &) Ld) i) 11 Jgaad

Integration Phillips-Perron ADF test
degree test )
. . Variable
First First Level
difference ceve difference eve

tI(l) dw1tl(11 Stat: - Stat: - Stat: - Stat: - LM1
rend an 3.72 3.72 3.71 2.70
intercept
‘[Ir(elrz dV:;z Stat: - Stat: - Stat: - Stat: - LM2
. 4.55 1.93 4.375 2.44
intercept
It(rle)nzivgrll? Stat: - Stat: Stat: - Stat: LY
. 3.77 0.038 3.77 0.24
intercept

Stat: - Stat: Stat: - Stat:
IMNone o4 0008 382 098¢ \NF
1(0) with Stat: - Stat: - Stat: - IR
intercept =~ 3.40 2.19 1.85
I(1) with Stat: - Stat: - Stat: - Stat: -
intercept 2.48 1.48 2.54 1.27 LEXG

cadmill (M1, M2 dgall Laiil) saemyY) i G i (1) Jsanl e
& N (I Gl vie s (LM, LM2, LY, INF, LEXG) aaall Jaalis
N s diw s @bl e sl Jaee Laiw LI(1) (JsY) dapall (e dlalSi
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G ha) aad ks fad) dea (g alia ¢ Adlall jlaliiall (e aad) B A8 gall Adlal) o SN e (e

& okiel ARDL z3gai aladin) Jila) il aas L 13a by . 1(0) (ssinnal
.(Pesaran et al 2001) lelalSs da )y 3 ddlide daadica) o paniall

SV Gob IS e Lagidl bl i sl s Folas) Gl
e e G LY ARDL #3gai aladialy (2) Aabeall i tie g GllA] Ll il
U5 il 1 Goill B Ll i e st Jaf e Akaike slas
shla «ipd Joint Significance a<iidll digiaall iy F-test  alaisd
Pesaran, 2001;) :Lagged levels of variables (ssiadl xie iyl
.(Bahmani-Oskooee and Brooks, 2003

:M1 J ARDL 85 milis 1.3

anlegl ¥l dligh 28all ARDL zigar pais mil ela (2) Jgaall
LY, INF, chuid) 5 (LM1) b i€ M1 g3 (ge Lall 2okl 50a)Y)
.Exogenous Variables da)la ¢l yaS LEXG, ir

(Aniatal) 4505 Saua S Jal) Aligh Alslaall ks mil) 12 Jgand
Levels Equation :
Case 3: Unrestricted Constant and No Trend

Variable Coefficient Std. t- Prob.
Error  Statistic
LY -0.469909 0.291687 -1.611 0.1208
INF -0.023908 0.006926 -3.452  0.0022
IR -0.085288  0.021005 -4.060 0.0005
LEXG -0.105164 0.062830 -1.673 0.1077

EC =LMI - (-0.4699*LY -0.0239*INF -0.0853*IR -0.1052*LEXG )

poF laay oY) aally el aall Critical Value digaal) 4o als
sts 5.471 dsuadll F-Bound jlial) ded culy . gl Je 2.45 4 3.25
Walae 8 JaY) Alish JalS5 3Dle 35ny ) s Laa AV aall dad (g e
o lae am cpand) oda of (61 L lghaana s M g5 (g Liaall Aol 520 Y)
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G ha) aad ks fad) dea (g alia ¢ Adlall jlaliiall (e aad) B A8 gall Adlal) o SN e (e
oo Tage aihadl ) a5 chaiall o3a sl o Dl eva F s dashall JaY)
22 G da¥) dlgh Al agail ks of Cul ¥ CabatVl 13 o il A
Error Correction sl el zigad i@ ) dalsll e L e L)
N1 A yaal) clysiall G JaY) dlgh A st ) 5agall deye (ulia! Model

M1 53 e Laal) Lol 5aa)¥) Cladae iligye Ao Capel) (e 23 Y el

b Atlas) AN 53 il (o el Al Ly adal) Jaal) old (2) Jsaall las
< dlai)al t-Statistics ded caly Cus M1 adsll ma)ll e llall cibigi
15 .0.05 (5isa 30 ST a5 Prob Value=0.120 dass 1.611- LY udl)
pal oy Giaall Jadl) of el Bl dpli 5 A dplaill e IS Cillay
JA) ilsine e Aol 038 i (93] Aal (e (0L agall e callall claaa
cllginall 43,0 5oall (alianld . iuall Casllaall Jaall (ggicas d3)lie dygus (4 Aitial)
Ll aluni sae o 80 @) Cuad Tows (st alas b et Ge Jea
Olead Ll dgas) Adlas Aol o2 of Joil ki ¥ cLiad anse e 25l
e allall i Alles 8 (59 501) allall 3l 2 sghe aasiad 5aY) 138 of Slaely
A Al a5 (el Aigral Ljsu b Aeladial heiy Y1 ey sl
aie (e daag Jaall oladl agall e allall 334 54 olaa3ld .Permenant Income
I Aand) Bl S35 Lol Alpudd) Blled asie (i Nl Lail (5 LM

ool M1 gl e callall &g 50 of eiliall gl INF aiicatl) ydigal dnatlly
0.01 (g5ine vie Lilean] AV @il a5 —0.023 Luls dad wial pdmill Jaae
DY) s e oy pdeaail) ligicss gl o lie b adsiall ae asa daiil) i
G paal) Cligie caly 3. ML g5 e duals il 5o YL LliaY) e
5 258 a basa] 3Lal Bl e (pils alAY) daay Lo g 832 Ciliginse dygus
sa A ) () Joal)) dddial) aldly BlisY) mllal g 2l ) aeniay
.(Pigou Effect

Bl aus olad M gss e gl o llall g je il c9AT dga (e
GilsE %] vie Adlaaa] AN @il a5 —0.08 Al dad diw saal wilagll e

e I Gila e Crrans 53 S 1y o G (e pdsiall ae Al o3
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S C hpadl Sleall o)ls dlead) I8 Ll (6l M1 g5 (e Bl 500 YL i)
Hlud axe A O9Sk Y1 o) (8 o oSa 138 (3336 05n) Anls g IS
5B Jyeal S8 it agig fi LliaY) (e lgin (Ka OIS g Al duajil) Al
a2l Sals

5 L dules Ll cogll Capeall e oladl M a5l e callall 3950
sl olat) Capeall yras pdi)) LalSa %10 (ggise die dipran Lilas) ANy (K]
cMI g5 e Al Baa )V 2] AR il LalS (dysud) 8l 90.1)

tok WS dashall Ja¥) & MT g5 e agiil) e allal) Alalae Jiias (Sasg

LM; = —0.469LY — 0.023INF — 0.085IR — 0.105LEXG

Loaal) A< oy Co-integration Jal! dligls lall agay culd) &5 o 2a
Coyeall yrasg 58 joas cadmtll Janeg ¢ adad) J33 o 5 (M) Liiall
Engle and Granger ) 2 ilsbaall & Uadll s z3gai i dises ¢ oand)
L ()« radll (s2all Ao CLSualiny pand g @l o awill Cargl) (1987
2539 L 05 O (S (lly saal) dasha Olsall 138 e lihail) Cugas Al)
e L dijee viall e celly ) BLLYL Lz 3saill Chatia e gl (A Slerall
Agggal) 25l e clhll gad) juad bl ot 1) A by D)
dishll gadl e Bagagall el (e

Gial) aal) wile sl o et s 23908 il edas (3) Jsaal)

tilaae 9 M1 sl

(LM1 Ladal) saa ) jiial Uadl) pasal zigal padi gilid) @ 3 Jgand)
ECM Regression
Case 3: Unrestricted Constant and No Trend
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Variable Coefficient = Std. t- Prob.
Error Statistic
C 3.519684  0.622008 5.658586 0.0000
D(INF) 0.001629  0.000743 2.192011 0.0388
D(INF(-1)) 0.001088  0.002474 0.439744 0.6642
CointEq(-1)* -0.466434  0.082305 - 0.0000
5.667164
R-squared 0.731483 Mean dependent = -
var 0.007546
Adjusted R- 0.701648 S.D. dependent 0.054118
squared var
S.E. of regression = 0.029560 Akaike info -
criterion 4.084850
Sum squared 0.023593 Schwarz criterion = -
resid 3.899819
Log likelihood 67.31517 Hannan-Quinn = -
criter. 4.024534
F-statistic 24.51743 Durbin-Watson 2.334076
stat

Prob(F-statistic) 0.000000
* p-value incompatible with t-Bounds distribution.

5 pauall (&l gu JaY) Bl ADle dsay ) Jeaad) e ela
AN @y @ulS ol s Alsaag dange D)) dag M1 g5 e sl o bl
daaaall 5lay) Al 4l s ECM Wadl) aa e 5€5IL . %5 (i die dilias)
.0.466 11s Uil mas i Jalbaad Zallaall Aol G Ailany) VAN il 5 L)
Dl Joaed ey M1 e sl Qllal)l 3 O3l e (e %46 s o (]
5 Jlsa) o (st 13 . (Aamyy wlladl of e ) Quarter diw asy US 3 sl
Baa)Y) o3 (ggicea A (Cnn) 2a) Lalis) Lgais Lo Oleju g L)Y aal L Lo Jadasal)
call Jaal : Jalgall s20a% (31 oY) Jagha (31l (g5innn Y] 3 9ad A0 5554l b
(ae) Cipeall yrs g BB e il
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G ha) aad ks fad) dea (g alia ¢ Adlall jlaliiall (e aad) B A8 gall Adlal) o SN e (e

39 e Jals aag Y 4 Diagnosis Tests] duaasiall ci)laayl el
A peatil) 85l () s sl Jalas dai .z 35aill 8 Specification dyausds A<is
il e llall b cplall e 7 72 o Lo ueds el O s Algika 3gaill
o & S i Bl (Breusch—Goffrey Lagrange Multiplier ) jlaal jul
Jarque— ) JLaaY Gigy Jiliall . I3 JlayY) AlCaal daiald Cand g agaill Bl
dcige sl ol panll duasd by (S ¥ P05 AN (g5 vie 4ili ((Bera) (JB
. 0.095 :JB lasY PROB ~ Value aflaaY) dadl) citly G ¢ oals (<o

Uays anlanmey 358l e allall Ly 3l (S Byine ABDle 35mg iy
sl samll Galagia) elad e Lal) dulid) cilbaglie) delual U)o yua
el Gaall Gl mad il e ¢ Jullyg L(Sharifi-Renani 2007)
O lalae dhiad LA (Gadad S clld ggum AL daghall (aall Cilalas il (lawal
gsaxally 3 CUSUM gl oSl goanall e alaieYh z3gaill Parametrs
Lbis & 1) .(Brown et al., 1975) CUSUMSQ a5l ajal oSI5
By Bydiall D aleal) G J& ¢ 75 AN (g5ie (aa CUSUMSQ i CUSUM
OEAY) S Cagy (Al labadall L Lodd

o slral danadall daludl o Lo a1 5l 33 ga Gandidi il ) 50) Ay ol !
Akl die 58 gie a5 el S

|
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(M1 J CUSUM Square 5 CUSUM Lia) ) :1 J<a

15

10 | T

-5 4

-10 _|

-15

T T T T T T T T T T T T T T T T T T T
L1 VA | (1 VA A | 1V Y | Y {1 V/Z Y | Y 11 O VA O AV B AV |
2013 2014 2015 2016 2017 2018 2019

— CusumMm . 5% Significance

1.4

T T T T T T T T T T T T T T T T T T T T T T
m v 1 nou v i LI 1 | I AV o v i I m v 1 v 1 v i
2013 2014 2015 2016 2017 2018 2019

l —____ CUSUM of Squares 5% Significance l

¢ Al el lsha elan Y MI 3 CUSUM  jlaay) hlaa oY Kl
slas) Bpalge Ol ¢ Gl aag . e M1 agall e (i) o zlma) Koy el
8 DY) aae s ) las ¢ zaall dadll Ll slam M2 1 CUSUMSQ
MI of dads o Hase dall o3 (5% of (S ¢ ld gag M2 2gil e callal)
sl (Gl i) e galasiad gl Aol AL 5< of an

:M2 J ARDL i gilii 2.3
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G ha) aad ks fad) dea (g alia ¢ Adlall jlaliiall (e aad) B A8 gall Adlal) o SN e (e

rob WS il il M2 & 55 (e iia) i) s )l Jal) AL sk Adaleal) ey

(M2 g5 (e Aial) (galil) sl yadial Ja¥) Jysh S i gal i) :4 Jgaal)
Levels Equation
Case 3: Unrestricted Constant and No Trend

Variable Coefficient = Std. t- Prob.
Error Statistic

LY -0.034693  0.255933 - 0.8935
0.135554

INF -0.017948  0.003496 - 0.0000
5.134154

IR -0.038851  0.033172 - 0.2546
1.171203

LEXG -0.150908  0.065180 - 0.0308
2.315245

eVl e ST 253.95 Bound test jLaay &guad) daill dauilly
QS Dl 35m5 e Ju 13 5 10% AN (ggiee de (3.52) Ayl puill
Jaall lghase 5 M2 g5 Ge 2l o llall G dheia WSy JaY) dbsh
Ol ADhe Coaan s (K + o] Cipecal) ey 835U juas ¢ piaill o aiial
M2 pussall g2l spayll b M1 dlslen b Bagmsall clliy 43)l2e 038 oY) sk
Laop clisSal sa LAY ailaglly AylaaV) adlasll gaaly Llia) clis€a e (55
o3gd Adalall ALi) (e et Ay Aplail)l Cijlead) clabe AL U5
M2 sl (53l apa )l e callall Ales b Adlia) Shaass Cijlad)
Jal sa L) M2 adal) (gail) sem ) o 1L e ey (4) dsaadl se
Con Adall Jaall b il slat) dilas] AN @3 digye ¢l s Y (M xe
cle allall &g pe cilS Lay L Adlan) AV (o 5l 13 Taspall Jeleall el o
Aflas] Ao @3 ¢ —0.017 dabu adail) & sl olas) Ja¥) dligh M2 55l
O Lali (e plgie 5 1305 M (gaill dvea )l Aigpe (se L B (<15 %1 e
hnal) 325 Jana o gl - Lagnsall i3 JaY adlaghl a M2 J dalgl) cilioall o
D e Attenuated effect Ludati 51 (ujlay of Saall (ge Aa¥1 pilagll e
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G ha) aad ks fad) dea (g alia ¢ Adlall jlaliiall (e aad) B A8 gall Adlal) o SN e (e
Ldiadll M2 55 (e (gl amayll pasn g pdatll b cuail c JaY) dligh Gl
Ay b L) JB (e

B e olad) dbilias) AN i3 Ligye 6l M2 a5l e Cllal) oy Al
asiall Cansall U Aallie 16V Alasll 565 Loy Aniil) o3a LA 5aad gilasll e
el @l pal e s ) oY wlaslly BalaadU a1 Sila 8 sl jeud
paleadl el cppaaall Al 53 (alails e b e (S oS . M2 (gl
ade (e bl e 52l Jaee (mbd 23 elsas o)aY Qi J3aN) e (bl

o) Cipeall e oladl M2 sl (guiill apa)ll e allall &g 50 ol
Lol AV 5-0.15 Ja¥) dligh duludl digyall o3a dad cialy . M1 o d3)lae
@ LEXG siiall dash ¢ L)) duypad) 8plll Copun s 6 alidVG L %5 e
J<a 5 dals cagiilly Baliadl aliY) Sila b pamliasl gie i (LYsall dad ¢ i)
i gilly Glading Gl Wi Alie @iy IS e Lo Gshaiing (A sl gl
el o Lgyall o3 of laill il e gl el )Y ey Auls dlee (KA
O (o Wpaad any 138 a8 iyl ola) 2gall o bl B je (g B
ola) Tala Laalial duygadl 5ll) 2g Ladie 5 dejen adoumill il G ualy 210
Dle) gl iy depen spdad) laly Aujsed) Blll jees & sal) did . Yl
Cud) - (9AY) JeaVl lellasinly dudaall dleadl dagiall agihire oo M) )
sl Bplll Cipm jras uend 0 weShal () (oY) Al agm Al 3 i)
o8 S g ye ol Ul (e paids b Tula) oS oF ¥l ol
Downwarding Sticky = lassgll slat¥l 8 € dgen d5)lke (s2elaill olanY)
p M el e M2 sgall e allall Alobes Ao s Ky (33 Las LPrice

LM, = 0.034ly, — 0.017inf; — 0.038ir; — 0.15lexg,

D08 e 3 Y M2 (gaill apa)ll Alolee b claaaall oY) jaad 51 ddjped]
pol LS el itially (Uadl) s 7 3ga
(LM2  Ldgdal) Saa ) jiial cUadl) puaal igal padi gilil) : 5 Jgand)

ECM Regression
Case 3: Unrestricted Constant and No Trend
Variable Coefficient Std. t- Prob.

Error  Statistic
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G ha) aad ks fad) dea (g alia ¢ Adlall jlaliiall (e aad) B A8 gall Adlal) o SN e (e

C 2.842178 0.585788 4.851891 0.0001
D(INF) 0.003301 0.000871 3.789196 0.0011
D(INF(-1)) 0.002394  0.002724 0.878772 0.3895
D(LEXG) -0.213310 0.194546 - 0.2853
1.096449
D(LEXG(-1)) 0.220813  0.212271 1.040241 0.3101
CointEq(-1)* -0.587761 0.121113 - 0.0001
4.852992
R-squared 0.744648 Mean dependent var ~ -0.0099
Adjusted R- 0.693578 S.D. dependent var  0.052193
squared
S.E. of regression 0.028892 Akaike info criterion ~ -4.0785
Sum squared 0.020868 Schwarz criterion -3.801
resid
Log likelihood 69.21756 Hannan-Quinn -3.988
F-statistic 14.58082 Durbin-Watson 2.0559

Prob(F-statistic) 0.000001

2V el il 3 s o Lady W) Al sl K (5) sl e

S el Cun o MT Al 45l M2 aiall (s3] syea )l Alalas 8 Caaaall

Sl gl ol Casall 0yl 8 adil Jaee o L JaY1 el Y

Lt ECM i) momas Jalaad dacalls JM2 (<5 3 25l LaliaY) e )Y

LY K.%5 Ssie die Lilasl) ANVA @ildg —0.58 Al ahla) e Ladls

A M2 Al & JaY) Ak (il ADle e Y munal Aoy ) 4asiill (g

G Y el LAY e %58 s of dus M1 dslas b 45)lke Lgia S
M J il % 46 @ Alke 2aly (i gy (B dnonal o M2 dlalas

daa o U5 beha) @ ) chlsall o zsall Jia s (e aSh

% T4 @l 0.74 dad 3aa1l) Qe daid Cialy dusgyaall aldall 7 3saill (i

sl df e L 8y M2 g5 e 3580 e il 2y (& chaaill (o

Aol )l elldg ¢ SN Lol V) AIEs (pe g Sgalll 8 SBlal ke o] LA 0l

Bresch—Godfre Largrange Multiplier sl 0.16 prob-Value idlaay)
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G ha) aad ks fad) dea (g alia ¢ Adlall jlaliiall (e aad) B A8 gall Adlal) o SN e (e

s of 0.86 Prob-Value ddlaay) dadl s Lad .0.05 oo ST a9
z 35l cDlalaal pesiil) RS 3 ACEe aagy Y s el ajgill Aenals

il e claleal) DS 8 eBlebaall dpbiad lasl of b SAL sl
Ui e gt ali e ST 5elS ol Al SN (e (o s dal e e
laal 5 ddbiall Losiall el Jasal Cingine LaieS (Goall (GHal) Cipanal
PO I 9

La 2 Y ¢ ML dlilee 6 z3gail) cBlebe Ayl oo SH 25 Labie Gl
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