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O ABSTRACT 0O

This research aims to test the Twin Deficit Hypothesis in Syria during the period
1990-2010. To achieve this purpose, the Augmented ARDL approach and the Granger
Causality test were applied to study the relationship between the Budget deficit and the
Current account Balance, with consideration of a group of controlling variables (the real
effective exchange rate, the money supply, the real interest rate, and the per capita GDP
growth). The results of the Augmented ARDL test reject the twin deficits hypothesis in
Syria, as the budget deficit does not positively affect the Current account deficit in the long
run. The Granger causality test confirms these results, as there is no causality from the
Budget deficit to the current account balance.

Key Words: Twin Deficit, Budget Deficit, Current Account, Augmented ARDL,
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