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o ABSTRACT O

Structural vector auto regressive models (VARSs) are widely estimated when it comes
to macroeconomic data and forecasting. However, at high dimensions this results in
problem of over fitting, whereas Bayesian methods improving the prediction performance.
Therefore, this article proposes a structural hierarchical Bayesian VAR model for
macroeconomic data in Syria, to mitigate uncertainty from two aspects: a statistical aspect
as a result of including a large number of variables in model with their limited time
availability, an economic aspect: by providing real time forecasts of macroeconomic data
with the delay in its official publication with the possibility of evaluation under different
scenarios. The in sample prediction results indicated that BVARs model performs well in
terms of predictive accuracy and clarifying properties of data used in analysis. The results
of evaluating out of sample forecasts also showed a convergence between actual and
forecast values of macroeconomic data using in model, with their behavior in the same
trend. The proposed model, through scenario analysis, provides an important tool for
planning economic policies by including new information about the future path of one or
several variables and studying the extent to which they are reflected on the rest of the
variables.
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raiAll ey, x, z el Jiak a6 44l VAR 4ol

Yt by; by, b3 Ve-1 a1 0 0 Eye
(xt> = <b21 by, b23> (xt—1> + (‘121 a, O > <€xf> (10)
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S A Egheadl e ealie 3 e o il Asgne e 95 Nsles 6 Ll ails sl o
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Ve =+ A11Ey;
X =+ A€y T A€yt
Zy =t Q318 T U326y + A33E5 (11)

1O an levall e ay Julls
il ea & CONtemporaneously el jisy sey,
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EX0geNoUS Lmyls JSYI g eV b juid) G ani aieg .ty 5 Yy B s Vs 7, o aid Ll fintey,
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tlgiddliag duayl) =i -5

Gl A e sadinsd) Apge b KN GLaBY) bl sl e el Gulill e Caagl)
(Training) wssll 2018-1980 a5l cilily axsins «2020-1980 yyindl 55l P sSiaally colasd
10g (sans 5 Aladl oda 3 saill OV are a2iind Al a5l 3 2 3gaill 30 iS saa HLEaY it T
&Y Yl :(Stylized facts) sme Gilia (ailasll sda o . Ailany) lpailadd Hhi Hleadl (e Yoy
(Mandelbrot, dle &ad W ol adipe mdayiiys sladl L aisil) Coymdy NVl abies i ¢ apb )5
Gl (Bl Ly ans Vs (Stationary) JhiauY) duals o : st . (Fama, 1965) 4L Jsds 1963)
Ll sl DA Apse 4 K oL@V Clpitie sl Ve sk L) ail) (e gy L Adkiad)
:2018-1980

data
a = o
xr 2
[ - 7
@ 3 o
= >
= w2
o
Z 35 (S
o ] L oo
= s S
o s 7 = 3 B
T
201
Time Time

g paall SRR VA Ay e (b S SLaTBY) il gal N ama el i1 JSAY
s laadl (@35al) cuisall cililyg R dulaay) daapdl 4 o alaie¥l cfiald) slas) 1 jaaal)

oda sk Jiay Jlsde olad) dsag aie Bl (KU SLa@Y) e sad ek (1) JSE

Chaiall il 8 OB a5 pae 4aadle ae ¢(Constant) <l Joa cbysiall oda bl Sl el ysiall

oo Ui chsidl Gl 8 e g li asmy Bl i it Ay il L lil) DA Gy

Lo sty V1 Al de )il e dalaiu) cilelial) e ladins JI) Lo gysudl L) S €lldg <2000

e Dbl ST s Ll 1aadli5 2010-2000 fwle o i Al 550 cculyriall 5,08 SH e Alla Jany

2y biaall Al pall Jandl (i QA iy ) (sl Lae Ao L) (ally Aty cile Uailly cile lial) s

A b call sy ALY g la gl 50 A il gal Ve LIS Led aiis 5 2010 ale

s dady Akial adll gy Ly (Alakkari, 2022) L)) ) sla®Y) 8 5yl KB aae Al

eVl rdal) asll e bl oda agys aleis) sae b A5 dtaasll Clelasy) e IS (e el
:Jarque — Bera Jlasl e

n 1
Jarque — Bera = g(Sz + Z(K — 3)2> (12)
AU il Je deans (2) Jsaall BA e cpdajiill (K e )il 1S cclaliall axe i Sua
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e s JSal) A e b ) SLaBY) iy gl
A g (b ASY SLatBY) il ) 4 silly dluagl) clslasy) 12 Jsin
Variables | Normality | Mean | Standard Maximum | Minimum | Skewness Kurtosis
J-B Deviation
GDP 34.15 1.65 8.73 17.09 -26.33 -1.57 6.32
INV 487.17 6.21 30.8 163.4 -52.82 -3.21 19.1
EMP 8.4337 2.43 6.92 12.51 -16.48 -1.04 3.92
IPR 22717 2.73 11.9 16.45 -49.41 -3.08 13.08
CPS 15.327" 1.54 11.91 32.92 -35.47 -0.81 5.61
INF 44817 | 15.76 17.95 82.35 -3.57 1.86 6.69

R Aglaay) ) 43l o alaieYl ofialld) slas) @ jaaal)
%10 s T %5 aie T %1 aie dulasy) dadl dygina N i

O s by %1 e dysiea apdall gl las) dilany dllaa¥l Al G (2) dsaad) cun
o @bl Chatls L id) e JS G G andall wysill (385 558 Y KN LBV et N ane iy
Jsaall (e Laadl LS L(Break Down Point) ) otk lagal Ly dllall sda & adgill dalla ye
e sai CYare bl (adezdl) Jare oo L) cbysid) gpead o)) Jebead dulad) dagll (2)
3 e S) daiiye mhayiill Jalae dad of 2n LS L Ll i sl olgilly Apdd) cilanally KU Sy
ST o ¢ ST G Baadl LS (Leptokurtic) g50 e asil Al cu ) udy Les (cbysial) agenl
£ o el A8 Galiadl oy 4 pCl) QD e Ju Lae SLEEWY] Junal s cpsiall 2ed el
o Ll sall Nl Ll (ailadll (e (2022 g)lSall) dpsm 8 cal) dlay aey SHI e dls
JSEN DA (e Ll Ly cculadgll e 5 Sl calyuril) G Ly c(banll jia 55a3 Y (5l) 5yt Ll
(Breakpoint 1Sl sasgll jia UEA) axdiidd cdyysn A coal) By e clidl jlae 8 Jead 29a5 (1)
Ui Cua ¢(Perron and Vogelsang, 1992) (Perron and Pierre, 2006) J# (« # 5l Unit Root)

A Alslaall Gy JSegl) ) Lalis i, cInnovation claaY) jlue ai Ll et &

p
¥t = ¢ +at + 6DU(T,) + yDTy(Ty) + wDe(Tp) + 6ye—1 + Z Pidye—; + & (13)

i=1
gt dpaay Ghaie A DU, DTy, Dy Aol clpadlly olady) claes 8 @, 0,7, 0 &
Aslaall 385 A a1 =3sail il dajy ip cplaldll o adalilly e (ssise o LiSuel) il
Aladl Tacadlly (S 5 me S Oy Biiee ) § =0 paell Bacadll Wy LAY ehal & (2)
Al ) e deands o S 0 a5l G50 Bys) § < 0
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g paall AR VA Ay sar b ALY MaTBY) it gal cNamal Sl pail) bl 12 JSAY
s lasdl @3S al) cuiSal) clibug R Axlaaay) dgapll 44 e alaieWl olald) slas) : jaadll
O bl Jed (l am Lee il pspar e ol (8 Jsad S ) (S Jaldl)
clily dabine JSal 81y el Camps KN SLa@Y) Ghste ases of (2) JSA Gy Lyl
Lpall Jsdl e gabaBYl Jlanlly dew & ol say sl i e Sl e Jn Ll ) ks
sall) Janad Apally adfy B3l 2011 ale aey cian 30 Jualsdll man O Cam Lie bl Ayl
cagbn 8 AL aal) Jalai¥ Ty ol Sal) sy Lagpas T el s e liall Y pad Janay salaiY)
Cada gilly DUy L] Janal dpillys 43l Ll eulaaB 4 ) Lpwlos sy il Jaes Gl
s ) @il el sl &) ¢ sl e 2014-2012 — 2014 alsel DA Sl byl ¢l i
Capal i (G ssiae ) Drift Galady) s (Jawsial) e o) Location Shifts ads)
Qb (b Ml hsta) Gn cBlal b et ) dld o el il o W ST sl
Prior il ¥ Glegleall A e il z3gad & lieY) oo 32l (Say L say il
A claghal) 1) 1-5
Laled)l Cpacaiy Gulod JaaS 4L Minnesota culay)ss b A ¢ ALY Bl i ) (e
Glagysill pasil “Gglan) daeyd) 43l e by_minnesota() Al axsiuss cdaasel) dadaill 8 ) A
Lt Glays A0V Gloglaall Jic LAajiall adll Lally Lal)l sl aoaty o 5 X Calalaall Zald)
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((3ady ddpkidl) Al f Algieall ye adll Jaladl agaal) a8 aladiul Sy (Giannone et al, 2015)
SsY) cplall var ddagsll sass . Metropolis-Hastings ssha 8 aadiually cwsle a)si 75 (e badiosdl)
sy 1 g Gilly ) bl dain Gl (308 Aads ) Byt 05S Lebanl sy pasell (A il
G sl i) e T Wb o o ALISIY) Qs DA e i LS Gl Syt ded
D el ) Ael) bl Caay lld g clyariall AR(D) ziled s ey iNNOVALIONS (lsall) ClaaY)
Y Closlaall aass Lead Minnesota clagysi (e L AL didasll 8 2011 ale dan cplal) 8
ol dllay SOC 4dsY) cdladll ¢ sens :deterministic component <isll ¢ sSall daal Julil dpa )
di i) n L leg ) 58 LhaY Cus i) Al By 3 Y1 s sl aaey gl of 38
SUR saalll sasgll jia (s iy WS btV ol adsall (i e 4 it agas are ae 2011 oo
G Wle as ai L 4Y) cildaall (68 o (aiidh clyiiall (pn iidall Jol€il) ey zransy Las
Theil mixed s P o Glaglaall 238 280 25 .00 5 X an leloe dipha (uiiy Joxt 323al) Slalacy)
clil) daghiae o diaa s culaalin dilaaly cllig

il sl CaliSin) Caags <llds (MH Zse) s lolae) Jana (el zdsalll a6 Jd 5,81 550l
Glaay) daeyd) A& A DA e b oy e K& zisll @lded Posterior  daadUl
Oli oo Gleglee lidaey (e a5 SCale_hess i) dawdl ae dass Al "bv_metropolis( )
Pl e ASin) (Kays oo JS0 Aallad) Dlaleall Cilajile auyl padings iNverse Hessian cilalel)
s Jare ) Jseaslly wysill 0% 558 A Lk (uliall Jawn ity Les djust_acc = TRUE Lawa
.acc_upper s acc_lower dslasy) daall 4al ciae 8 soasall adll (o Joiie

ipdgadll pati 2-5

Gl 4a) 3 Aol ADAN (DA e il Bals 23 sail) aay clalacY) Japay il juaat aay
n_draw laeyl & diysie bl O s Lags = 2 e el clags Jawa &5 dvar( ) R dslasy)!
w3 & n_burn daey) s (MCMC HIS Cuige CasSHle dlude dua)plsa 4 @bl ase aaas
bl dolay 8 Ledalas iy Al Glsad)

L@ 2l cilaglaag AlgY) cilaliall (gl AU laady) £ lad zigad i ilii :3 Jea
Bayesian VAR consisting of 36 observations, 6 variables and 2 lags.
Time spent calculating: 1.01 mins
Hyperparameters: lambda, soc, sur
Hyperparameter values after optimisation: 1.07151, 0.81611, 0.16726
Iterations (burnt / thinning): 50000 (25000 / 1)
Accepted draws (rate): 8206 (0.328)

R Lilaay! Laapd) Aa lo alaieyly opfalll das) : jaaal

S el 486 Gldaal s als (g el BVAR zisei i il (3) Jsaall o
sl Al S5 50000 245 3 45l Baadl WS el iiall i) A ghiae o (LS 38a5 Cangs Prior

(1) Galall 8 R Ailas ) Ayl A1l 8 A A4S 36yl g *
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sds JS5 25000 Jlaal &5« LSl i e pail) laledd B3 sl il MCMC LIS e
SV apsl)l cilded Convergence <o) audiy asii claded) 038 33ga sl .%32.8 Jaeey 8206
¢ua Trace and density 48ty agill cillalads 20358 . MCMC Zaaylsa DS ()5 585 ¢« 3y

: Ja (3) S8l e Juass
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.BVAR g isai cilalaal 48Uy agitl kb :3 Jedl)
R Agilany) Aoyl 4 e alaieYl opfialydl alas) 1 jaaal)

G sl Cilalaal (gl dn ) il) ilaladeg (el dall) A8ESH cullalada (3) JSal
zasalll i die (i A dsay pae (3) JSAN e LU (lambda, soc, sur) s esdlls (ml)
OSaall e g il aadls (DS Ciige CasSle Al (e Aima el J2I il 35a o300 Jlisl P ()
Cilaglaall & 4mpp @ A ALY Ao clldy dllime miltn ) gag 8 ally A0kl Al e Capel)
asii 5SE Sy KBlly 2 50.6 o a5 X Jlaa¥) ALK i G Cua Minnesota prior g3 seill 435Y1
o3¢l 1245 coda dajs a5 .(Geweke, 1992) leasdl A dpamil chlaay)l DA e olEl .
:dilany)

) Al Geweke Lol il :4 Jgan

Parametres ml Lambda soc Sur
Z-Score -2.752 0.2866 0.7752 0.5673

R Aglany) daayd) 43l Lo alaieWl oald) dlae) 1 jadl

ezl Fell Sl sl DS e Lo €y cciladaall adall aisill agan a5 (23 (e sraal)
tob Lo ani R Ailian) daapdl 48 Alasinly e siall Cappail) iy 8 3haiV]
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(Forecast error gdsiall Uadll ouls Jilas DA e @lldy ez dgaill o dadiall any e ke Hlse 258
Vsl ane Als e (2022 — 2018) capyill 358 22y i 4 3241 Variance decomposition)
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Forecast GDP
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Easall) aladialy §)dhal) Ay u (b ASH SLaiBY) Cpitia gad N ana Blgy ol 17 JSAY
R dlaay) daapll 43l o sladie¥l Galal) dlae) 1 juaal)
Ll sl PlA mliadl gty dule N ane Jaud JKI SLa@Y) Cpiie e 3 (7) JS2 G
OS] aadis Lgal) oyl sl apily gl o3 A Gleli)) Jay adoalll Jaes lae Lo gy sl @ 3
tary Ay (Abedl) ) ez 3 pail) sl 5y0aal) adl) Call) Uasll el agsil) sl

n (e )2
RMSE = Zt:l(y:l 0 (14)

il U Jsaad) 2oy 5l claaliall sne N L Adadll will 1y oz dsell aladinly 5ysal o8 A Cus
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550 andill RMSE [Lid) giliiy 488 i laa (hada KY) alaidy) cilibyy i) @il 15 Jgan

Var GDP INV EMP CPS IPR INF
2019 [-1, 6]% [-5, 10]% [-9,6]% | [-16,-10]% | [-30, -20]% | [7, 14]%

Actual-2019 | -0.79% 4.56% -0.72% -61.02% -24.1% 13.43%
2020 [-13,-21% | [-5, 11]% [6,17]% | [-23,-13]% | [-10,6]% | [14,23]%

Actual-2020 | -3.87% 10.78% 22.05% -56.63% 0.62% 114.23%
2021 [-17, -3]% [-16,1]% [-13,4]% | [29,-15}% | [6,8}% | [19, 30]%
2022 [-19, 3]% | [-14,3]% [-7,12]% | [-34,-15]% | [-11,5]% | [23,37]%

RMSE 133 3.84 5.16 39.62 4.78 64.51

R Aglaay) eyl 43l o alaieYL cfiald) dlae) @ ol

Laadl cculadgill ) ST ane el pa Ayyou b KU 2L culprial sl il (5) Jsand)
a%e e Lo bl aen sall Alle cNVame Gpal ) ey ole el adgial) sl olai¥)
G Lladll UL e 2 dgaill aladinly 3)08all all Cibadl jhaie lia PIA Gas cllgiunal e st
sal) el A8 Jlae Gada ad gl of el (Ll 2l sl sasa) elaadl (g3l (i)
SR il G )l ) el i real HLRY an Il o eluall ZY)y L)y galay)
Aghedl) Ao pudly el S5 a1 (s 320y il o B okl Jeay gpu¥) DS Al U ciladll
) Baa Glaglaa zhha) Ba o 58 Basa Goeat (S (paall L adily DY) e il A
cspbnd) Jilad aladinly & 3 gail)

t gobhad) Julas 5-5
Ciiia 33e g aaly prial (Ll bl (5 G pdaydl) @il e splisndl Jilad Cijas
alasil Gage 8l aleny Lo i) B e e Janey adlaginl ae Opa Sad) o ol g
CsSis asih el lindsai b AglaY) Cilogleddl DA (e z3seill il 483 Grants Apalai@y) by
cond-path 412l alaaiuly Lldiedl chlud) 585 24 Cua by-feast() Al aladiuly ddayall sl
S Gaua 20205 2019 alsed atail) Janad Aliisddl blusall g o Uhias ) 4niS
Cipan s Adlally Cijliaall Cipall e kit (385 adlus &5 20225 2021 2lse Sy celasd (55854l
(Alakkari et 5Ll llahs b4 Juagill @ o3 el ge priall Jali V) dais oy iy (535l dyygm

A il e Jass dlan ) daayll 431 (385 .(2022 «g)Sall)al., 2022)
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BVAR package
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R> data<- ts(EU, start = c(1, 1980))
R> data<- diff(log(data))
R> plot(data)

a8y ) pria (pa gedll Ve il
Aia 3l 3 _yal) JOA ) gl aus 5 S

sl

R> mn <- bv_minnesota(lambda = bv_lambda(mode = 0.2, sd = 0.4, min =
0.0001, max = 5), alpha = bv_alpha(mode = 2, sd = 0.25, min = 1, max = 3),
var = 1e07)

R> soc <- bv_soc(mode = 1, sd = 1, min = 1e-04, max = 50)

R> sur <- bv_sur(mode = 1, sd = 1, min = 1e-04, max = 50)

R> priors <- bv_priors(hyper = "auto", mn = mn, soc = soc, sur = sur)

R> mh <- bv_metropolis(scale_hess = ¢(0.05, 0.0001, 0.0001), adjust_acc =
TRUE, acc_lower = 0.25, acc_upper = 0.45)

Aadall (385 Prior Y1 cilaslad) 1,9
dagll

R> run <- bvar(data, lags = 2, n_draw = 50000, n_burn = 25000, n_thin =1,
priors = priors, mh = mh, verbose = TRUE)

il o sbeall JA) any 23 el s

R> print(run)
R> plot(run, type = "dens", vars_response = "GDP", vars_impulse = "GDP-
lagl™)

G5 sV a5 laleal Sl s )
(prior and posterior)

R> run_mcmc <- as.mcmc(run)
R> geweke.diag(run_mcmc)

R> plot(residuals(run, type = "mean"), vars = ¢c("GDP", "INV", "IPR", "EMP",

"CPS", "INF"))

zsaill Lpapaial) &l HLasy)

R> opt_irf <- bv_irf(horizon = 6, identification = TRUE)

R> irf(run) <- irf(run, opt_irf, conf_bands = ¢(0.05, 0.16))

R> plot(irf(run), area = TRUE, vars_impulse = c("IPR", "CPS"),
vars_response = c¢(1, 6))

Ay o ISU ALY )y Ailaviad
Gleaall

R> predict(run) <- predict(run, horizon = 4, conf_bands = ¢(0.05, 0.16))
R> plot(predict(run), area = TRUE, t_back = 10, vars = ¢c("EMP", "IPR",
IIINFII’ IIGDPII, IICPSII, IIINVII ))

R> X<- print(predict(run)).. summary(X)

b A LBy il Ja g i) e sl
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R> path <- ¢(0.1343, 1.1423, 0.2002, 1)

R> predict(run) <- predict(run, horizon = 4, cond_path = path, cond_var =
IIINFII)

R> plot(predict(run), t_back = 6, vars = c("GDP", "INF"))
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