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O ABSTRACT 0O

The aim of this research is to determine the optimal exchange rate through which the
monetary authority can achieve its goal of lower inflation rates (increasing the purchasing
power of the lira).

To achieve this goal, the research used the most important determinants of the real
exchange rate that were reached from previous studies in this field, with the addition of
some determinants that the research found are compatible with the peculiarity of the Syrian
economy, especially during the war phase on Syria.

It was observed when analyzing the independent variables and the dependent variable to
measure their stability in order to avoid false regressions, that some variables stabilize at
the level and others stabilize after taking the first difference. Therefore, the extended time
gap methodology (ARDL) was used.

The research concluded that there is a common complementarity relationship between the
dependent variable and the independent variables, that is, there is a long-term relationship
between the dependent variable and the independent variables.

The research found, through the studied model, that (of foreign reserves, the rate of energy
exports, the rate of trade exchange) an inverse and significant relationship with the real
exchange rate, meaning that the rise of these variables leads to a decrease in the real
exchange rate, thus a rise in the purchasing power of the pound and a decrease in inflation
rates.

Key words: optimum exchange rate (RER), money supply (M2), relative price levels (CP),
foreign direct investment (FDI), political turmoil (SPI), interest rate (IR), per capita GDP
capita (GDP), terms of trade (TO), total debt (CR), foreign reserves (FEXR), export
capacity (AEC), openness of trade (OPEN).
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ARDL Error Correction Regression
Dependent Variable: D(LRER)
Selected Model: ARDL(3, 3, 4, 3)
Case 2: Restricted Constant and No Trend
Sample: 1990 2016
Included observations: 23
ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(LRER(-1)) 1.661474 0.179151 9.274144 0.0001
D(LRER(-2)) 1.07594 0.20024 5.373247 0.0017

D(LOPEN) 1.034097 0.245457 4.212948 0.0056
D(LOPEN(-1)) -3.030241 0.438061 -6.917397 0.0005
D(LOPEN(-2)) -1.872638 0.344035 -5.443169 0.0016

D(LAEC) -0.923322 0.217264 -4.249777 0.0054
D(LAEC(-1)) 1.521003 0.308029 4.937852 0.0026
D(LAEC(-2)) -0.447411 0.227219 -1.969076 0.0965
D(LAEC(-3)) -0.925893 0.284413 -3.255452 0.0173

D(LFEXR) -0.203656 0.028273 -7.203173 0.0004
D(LFEXR(-1)) 0.155154 0.029557 5.249248 0.0019
D(LFEXR(-2)) 0.054177 0.030436 1.779993 0.1254
CointEq(-1)* -3.132187 0.318043 -9.848307 0.0001
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Variable Coefficient Std. Error t-Statistic Prob.
LOPEN 1.352226 0.109636 12.33383 0
LAEC -0.877091 0.089829 -9.763959 0.0001
LFEXR -0.092327 0.009998 -9.235022 0.0001
(o 2.316015 0.087954 26.33206 0
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1-Algeria : Selected Issues’, Interational Monatery Fund, IMF Country Report No 08/104,
Washington D.C. March 2008, p. 1..

2-Djebril sonoko, faux de change d’équilibre : analyse et application au cas de Sénégal, mémoire pour

I’obtention du dipldme d’étude approfondies en économie, spécialité macroéconomie appliqué,

Sénégal, 2004
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Breusch-Godfrey-LM

Breusch-Godfrey Serial Correlation LM Test:
F-statistic 0.21255 Prob. F(2,4) 0.8171
Obs*R- Prob. Chi-

2.209509 0.3313
squared Square(2)

S ks wli Breusch-Pagan—-Godfrey las) o5 :duigdal) eladd) cpls cld jlad) -
B ol 3 JEILG %0 AV (g5 o ST (IS Aliany ALanY) dail) CilS Cum ¢ adl)
%l 30l Alsdal) olladl ol iy Jslly JLasY) 13gd axal)
Breusch-Pagan—-Godfrey

Heteroskedasticity Test: Breusch—Pagan—-Godfrey

F-statistic 1.301105 Prob. F(16,6) 0.3945
Obs*R-squared 17.85414 Prob. Chi-Square(16) 0.3325
Scaled explained SS 1.050916 Prob. Chi-Square(16) 1

el ¢35 e dlaral) atyiajd Jan () (Jarque- Bera) Jlad) iy :oamkll gl JLas) -

Series: Residuals
7 4 Sample 1994 2016
s Observations 23
s Mean 2.74e-15
N Median 0.000226
a | Maximum 0.130601
Minimum -0.111505
3 Std. Dev. 0.060878
Skevwness 0.162863
24 Kurtosis 2.729865
1+ Jarque-Bera 0.171609
o ‘ Probability 0.917774
T

-0.10 -0.05 0.00 0.05 o.10 0.15

paall L d Jsidy (Ramsey Reset) jlodl ciudag 23 jaiall g dgaill ) IS dawa jLas) -

cs gyl A8l adiaal) I AN dapDla AL 4

Ramsey RESET Test
Equation: EQ(0444

Omitted Variables: Squares of fitted values

Value df Probability
t-statistic 3.220774 5 0.0234
F-statistic 10.37339 (1, 5) 0.0234

ool DA (Byie) Als cahpazall G (cusumtest) lasl oy rclpabal) @l jlasl -
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