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oABSTRACT o

The research aims to investigate the relationship between the exchange rate and
the trade balance of Syria during the period 2002-2021. The research adopted a
descriptive-analytical approach by reviewing a number of Arab and foreign studies
that addressed the relationship between the exchange rate and the trade balance.
Additionally, the research employs the cointegration methodology based on
Granger's concept to analyze the long-term relationship between the Syrian exchange
rate and trade balance. This involves determining whether both variables are
stationary (i.e., their values fluctuate around a constant mean) or non-stationary (i.e.,
their values change over time). If both variables are non-stationary of the same order,
they may be cointegrated, indicating a long-term relationship between them. The
next step is to construct an error correction model that explains how the variables
return to their long-term equilibrium state after short-term shocks. Finally, Granger
causality tests are used to determine the direction of the causal relationship between
the variables.

The research findings indicated a strong and reciprocal relationship between
the exchange rate and the trade balance in the Syrian economy. This relationship is
characterized by being long-term and having a negative impact, as an increase in the
exchange rate leads to an increase in the trade deficit.
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L) (gl Aduagll clelany) (Y) Jgaad)

L)) Hlaall Cipea jr o GEN)
EX B
Mean 303.2555 -1264.498
Median 57.30750 -528.8230
Maximum 2146.000 65.79900
Minimum 46.25000 -9331.075
Std. Dev. 497.0596 2094.552
Skewness 2.803565 -3.017991
Kurtosis 10.68541 12.25801
Jarque-Bera 75.42118 101.7865
Probability 0.000000 0.000000
Observations 20 20
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Yo
tap = ta(_)l/z -
0

fi

T(fo — vo)(se(@))

2f01/zs

ols il s fy g el (glad) Uadll Jalew 5€(@) 5 by dad (0 @ Fus &ty p 58 @ Cam

Ay
Al cpitia dLEiY Saagl) jia LS @il (Y) Jead)
I @yl aie WA TS
ey oy
Ugs . ol el s e
oladly b slaaly b uyls slagly cas | laa¥) | )
t dod E: t dad t dad t dad t dad
(Ala) | (Rlaal) | (RlasY) | (AdlaaY) | (AdlaaY) | (AllasY)
-1.86 -4.95 Phillips
- - - - EX
(0-000) (0.991) Perron
2.24 6.005 Phillips 5
(0.037) (0.999) Perron
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Pairwise Granger Causality Tests

Sample: 2002 2021

Lags: 2
Null Hypothesis: Obs F-Statistic Prob.
EX does not Granger Cause TB 18 170.644 NN
TB does not Granger Cause EX 3.59154 0.0573
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Cointegration Test — Engle-Granger

Specification: TB EX C @TREND @TRENDA?2

Cointegrating equation deterministics: C @TREND @TREND"?2

Null hypothesis: Series are not cointegrated

Automatic lag specification (lag=0 based on Schwarz info criterion, maxlag=3)

‘ Value Prob.*
Engle—Granger tau-—statistic -4.998541 0.0445
Engle—Granger z-statistic -22.27968 0.0380
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Loy WS oppsnal (3 5l ) s 3D ) dueni clalad) dila) ae sl G 4]
sk ALY Aales Gl ags (Lol dpfl) Alaleall @l idal) JolSall daia 35a5 o @il e (V) JS)
cihlaly Alad Chdie sl layishs 5 (galal (bl Ak sag < aile zigal DS (e el o JaY)
(s S DSl Aylail) gil) = 3gaill ey (Granger, 2004) Ui (e 4 & L ASLL) GhlaBl ddlas)
disad ey ALalSial) @lileal) ae Jalaill wie Lal (gl B L) axe) ASHA i)
il e saile zisa b il eVl delua i L JelSH z 3l 8 Anl i) pladil i)
:(Meuriot, 2015) Jull
YVe-i =a+ PXei + €

Wy Lpnlidl) dnpally Aidage Alsdll iyl X cJalSll cBlabee 4nie B gl iid) g8y Gam
gy At lgaidll o Slanyl YU Bl jaihe zised s czisell b oellal J8 geas
LAl Al dalaiall il @l angi oIS clylaal

il el @lly diladl dag8 daph i Cus (galia®) bl Jlae (8 DaS aatill 138 e
tanig rlsall pad e Jess (Babarinde & Abdulmajeed, 2020) 4<juial)

Al s bl Jalsil) dalaa il () Joxtl
Dependent Variable: TB

Method: Granger Cointegrating Regression (GCR)
Date: 07/02/24 Time: 19:09
Sample (adjusted): 2003 2021
Included observations: 19 after adjustments
Cointegrating equation deterministics: C @TREND @TREND"2

Long-run covariance estimate (Bartlett kernel, Newey—-West fixed

bandwidth = 3.0000)

Variable Coefficient Std. Error t—Statistic Prob.

EX -6.489668 1.329349 -4.881838 0.0002

C 542.2295 265.6134 2.041424 0.0592

@TREND -202.7777 68.94878 -2.940991 0.0101

@TREND"2 15.87636 5.792227 2.740978 0.0152
R-squared 0.874574 Mean dependent var -1334.513
Adjusted R-squared 0.849489 S.D. dependent var 2127.766
S.E. of regression 825.4822 Sum squared resid 10221314

Long-run variance 119259.9
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Aol skl 2368 (V) dgaad

Series: Residuals
Sample 2003 2021
Observations 19
Mean -2.261530
Median 13 45684
M aximum 1855.656
Minirmum -1054.786
5td. Dew. 743.0435
Skewness 1.036159
. . Kurtosis 3.924378
1000 1] 1000 2000 | Jargue-Bera 4.076272

Probability 0130271
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Sample (adjusted): 2003 2021
Included observations: 19 after adjustments
Autocorrelation Partial Correlation AC PAC Q-Stat Prob*
| [ | | | | 1 0.421 0.421 3.9235 0.048
oo ! | ! ! | 2 -0.116 -0.357 4.2419 0.120
o [ | [ m o | 3 -0.131 0.119 4.6690 0.198
| | | | | | | 4 -0.005 -0.035 4.6698 0.323
. | | . | | 5 0.053 0.042 4.7497 0.447
oo | | [ | | | 6 -0.138 -0.251 5.3369 0.501
= | | b | 7 -0.216 0.004 6.8873 0.441
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Aol Al L) (4) Jgaad)
Null Hypothesis: RESIDGRANGER has a unit root

Exogenous: None

Lag Length: 5 (Automatic — based on SIC, maxlag=5)

t—Statistic Prob.*

Augmented Dickey—Fuller test statistic -2.604377 0.0137
Test critical values: 1% level -2.754993
5% level -1.970978
10% level -1.603693
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