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Abstract:

This study aimed to identify the direction of the equilibrium relationship
between the change in the inflation rate (INFR) in the Kingdom of Saudi
Arabia and the change in the rate of growth in gross domestic product
(GDPR) and measured in the long term, in addition to test the causal
relationship between inflation and economic growth and to know their
direction and is it from one side or both sides. In order to achieve the
objectives of the study, it has adopted a researcher at Johansen's Co
integration test, Error Correction Model (ECM) and test the causality of
Granger. the results of the study confirmed the existence of a long-run
equilibrium relationship between the rate of inflation (INFR) and the rate
of growth in GDP (GDPR), and results showed that the flexibility of the
rate of inflation coefficient (INFR) in the long term equals -2.384930,
which means that if the inflation rate change (INFR) by 1% this leads to a
change in the rate of growth in gross domestic product (GDPR) by -
2.38%. Thus, the relationship between the change in the inflation rate
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(INFR) and the change that is happening in the rate of growth in gross
domestic product (GDPR) inverse relationship (the Signal of elasticity
coefficient is negative); Rising Inflation (INFR) reduces the rate of
growth in GDP (GDPR) and vice versa. Causality test results Granger
also showed the existence of a causal relationship in one direction only
from the rate of inflation (INFR) to the rate of growth in gross domestic
product (GDPR). According to the reached results, the researcher
recommended some measures and economic policies to reduce the high
rate of inflation and to avoid negative impact on economic growth in the
Kingdom.
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O LAY 138 Tay 5 o(PP) 5 (ADF) onlaa¥) sty (Lages) saal

Patterson 2002 « Zi=a  +B+m +¢, :

b a1 A
.( P267)
:Johansen Co integration test & idall Jalill fpudildga jlidl -2
ol a4 Dl ¢ endall JalSill Jaiha dadl las) e L) 1 3ok
Iy (e pa¥lg cpiia o ST agag Alla 8 IS caaal) i il aa
Gaay (ol o 1€ de Dl dlia LS 1) Le (re i€ HLaaY) s ¢
1385 Al chariall e il urid) jlaadl Al bl i) el
Jsas pre Alla B as) ) s G el pdal) JualSal) Ayl 6 acuaal 4
3ty Ll Die s il G Alsll AR O cad ke eSS
e A Gaki ag (ofenal) lld) C JaY) disha I 29 LS s
il g sl QoS sl DA Ga il 3 8 DS 3539 e )
Johansen and ¢ uslusa — (puilags) 5 (Johansen pudlass) agia alaiinly
Joadl s Algecpiia e S e 9S8 A 3l 8 L) (Juselius
page yiall o Jolisadl VL e Ll ¢ a0y agag Al 3
( Engle — Granger: yaia — Ja) ) dimgie b Basase st Ll Gafibng il
LOdghadl) il
Agiaadl A5y HLa) " Guslugs — Gilaga "5 " Gilagas " doagie et
I 1 Adghadd) (5588 VT L)l Jdlal) (el JalSall dgag callaiss. |l
i dalSl) clgatia 2ae apas dal gas (0 < 1 ([) =1 < m ) 4kl ag,
Likelihood — —abaall CULIKY) Iy Ao e cpilian) (o)lidl aladsin)

YA 5ladll 5 Aat@ dsalal)
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Byl aadll lasly( A, Jtrace test Y| ,las) Lag Ratio Test (LR)
+(Apax ) Maximumeigenvalues test  _aasl)

ﬂtmce:_Tzlogﬁi) = ‘)3{}” )hh‘ ‘—.i)’-_-"j

i=r+
Jolie 1> Sliall JalSall Lgatie aae of aaall dnmd Hlas) 2y G
(01,2 =r ) r=dpid Jal clgaie sae of Alad) Ll

Ao =T log(l=2.) : 1 aball Sadl adll Haa) Cijusg

il 1 = i) JalSall cilgatia aae o aaal) duajd Hlas) 2 Gus
S ] = daad) Jelkal) late ase o dbad) A
(The Error Correction Model-ECM) sy el pigad -3
OSan 13 U~ T(0) iyl Gan (e el i e JalS A LelSia VX il 13
AY, = :zange 5o S Uadll s 2 35i VX o 38Dl (e ol
ag + by AX¢ — mlie_1 + e
Byrady Ja¥) dligh 4Dl Cilaglie (ra JS anily ailBiie (Y1 4l 5o Las
DAl Qi ) (JaY) e pil)caelioas 5l bz asall 138 6L JaY)
S o T @Al Aal e Yy B ul o 05 s Xy (8 sl ()l
—dasn s (g Wy DA (e oS paag 5 ekl AL gl eJadll a9,
Ye oSl e bl 5l e Colsil) & Ol gl s g gad) g 13
diai By olé elly e slig Up—g = Ye—q — By — BaXeoq :0 ekl
cashall gaall dlaind
G B e 4l e dadl zise po Wadll paaas zisa
Cilal) Alla 3 deail [ s ety LS uaidl) Ja¥1 b Lgie Qaghall JaY)
e GAY) Gyhll Al e Bl ST 2 3gall 8 5)02al) dalead) 2035 Byl
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Johansen ) (uslass 5 (Engel Granger 1987) jaiha —dail danh
(ECM) db & cibuie on pdal JolSill 3ass gae 5LaaY 5 (1988
Ll Al a3 sae LY s lagie (Persaran 2001) s
Con Wasl) s zigar b 8 chsndl Gn (da¥) dbshll 5 5yl
Diall Al (e AlalSie dppeaiil] Cpriall ColS plgn Gulail) Aulels
o e i Jal Legin O 5l ¢ (1) IV dapall (e dlelSia i 1(0)
Gl Bl DA e sl cliall Al 8 lials (S 5 ¢ dal
o) Flas aa V) zagall) 3o aday Yy ¢ (William 2003 p654 el
i) JelSall psila g
t il Al jLas) -4
20 likelia liie) Glilals Glla cwlS 13 4 JY)Granger 1988 L
ol O aiba asehe cang (Y e sal olaths A ADe 3539 (e
iy (XEDYL) o ear (Y AT stie B wall G (X)) Lo i
Aldfanmldl Y ad alaainl deadl OS50 4dWD Y 08 a5 (6$ Laxie
Gud Xt 3 bl of A el sl sl (e leads ae A3l
Bl Jame g el daY) 3 dndl Gl dal s YE G )
Granger's ) _ails A dagia oladin) 8 28 glall Glually glaall
s Jull sl e ellyy (Causality
Yt = SaiYt-i+ TjXt-j+Ut

Ho:Bj=0 (X=2Y)

HA : Bj =0 (X DY)
(www.qatarshares.com/vb/showthread.php?t=119317)

v, B_ladl) g Lai® dalal)



\ERRVARY LRGPV P WRVPORVET Glai®y) gail) Ao adan il

rolaay) giliy sl (3-1)

ralilly Jieall (paaiall cpiiiall) Cpiadad) dyhiiad LAY (1-3-1)
:(ADF) jshaall Jlsd 3 L] aladialy Yl

il (1) dsaall (e gy 1(INFR) sl Jane ¢ Jiiasall uiiall il —f
) Lelgine 3 (INFR) Joxiall dsa)ll alobull sassll j3s jlasl o
gy «(ADF ) jshadll Jlsd (S laal aladnaly @lldg (JsY) @il 3l
ADF Test Statistic  4ad () i sansll ia dgag il o
(-2.960411 ) Critical Value isall dadll o Jif (-2.224019 )
Jsd Gl H |y paall dnmf Jod Jims e sag %5 dugina (ggiane e cllyg
Akl (o L gl Lada (INFR) uriall Al Alududl i axe
34T aas 05 e B Sl g B s (INFR) uiall dusal
pe Al (e el Al Bpe HLEAY) chalis (INFR) unall J5¥) 3,4
—-) ADF  Test  Statistic iad caly Cron ¢ saagll jia 35ay
¢llyg (-2.963972 ) Critical Value sl el oo (6.738113

pic by L;i Hoe_ud\ dunp Gady Sl gag %5 Lisins (S5ue dic

Daxiall Lial AL o8 Ml ((INFR) uanall a3l dlubud) )
LIV gig i 8 ASLus Bjiae (sS(INFRY)

LS :(GDPR) Jlaa¥) Aadll i) 8 saill Janse calil) oxiall dasills —

sl el Aldill saasll i lash ash (1) Jeaall e ey

539 pre bl (e il ¢ (oY) Bl 330 J8) lebisius & (GDPRY)

(= Jil (-4.706767) ADF Test Statistic dad o Gus ¢ sasgll )3

Ligina (g 2ie @lldg (=2.957110) Critical Value dsall 4l

* 5ladll 5 Aat@ dsalal)
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LBy} gaill Ao adiail) it

AL i) e (i)
el Al o s bl 4 adlag ((GDPR) isell Aol
algine & LSl Bfns (GDPR) juiiall
sl alasials 45a3) Judlad i) ChLEs) @il padla (1) dss

Hy paall dpnf ) e Le 589 %5

{(ADF ) jshall ,lgd <
ADF jLai]
Js¥ Gl Sgial) ie
5% 5% il purciall
a Critical ADF Test - Critical ADF Test
ritical ritical
A Statistic LA Statistic
Value Value
Rk b - - vah dsd - -
INFR
Ho axdl | 2.963972 | 6.738113 HO o 2.960411 | 2.224019 ( )
Rk el _ -
-— -— -— GDPR
H, | 2957110 | 4706767 (GDPR)

Ladll e (

dgina Gga e @llyy

Eviews .7 galin Ao slaie¥l daldl slae) (e 1 jiaall

((PP) Oy — ol JLasf alasialy Ll
s sbaal a4l (2) dsaad) e ey ¢ (INFR) Jatisal piall Zouills —
(Js¥) 3dl) 241 J8) Wlisine 3 (INFR) anall a3 Alulidl 5aa sl
D3 29 il (e moing (PP)gm = uld jlasl alasiul el

—2.181689) PP Test Statistic 4ad cld Cuac sassll
(-2.960411 ) (Critical Value) dsall

AL b are Jo8 G H| paall Gayd Jod (ins La 585 %5
shabiy (INFR) usnall Jo¥1 @l 320 ey oSl ¢(INFR) yuiall dasl

Lad ) Gum ¢ Bangl) Hia dgag ade il (e el A6 50 jlasyl

Yy
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Critical Value isall 4l e(—7.334135) PP Test Statistic
U by e e g %5 dusins (S5l i Glldy (-2.963972 )
Sl ((INFR) yasiall dyiajll ALl Jhjiial aie (b gl H, pasll
sV Ly 8 Al siiine OsS(INFR) uanall dna3l) dbuludl s
dpally @llyg jlod o Hlaal Alasiul lgle Joasiall mbal S5 L say

. (INFR) Jaisall yuaiall
i laal 4l (2) Jsaad) e gy LS :(GDPR) aoladl yusiall Lausills —
(U1 3 351 Jd) Wlisise & (GDPR) uxiall 4ae3ll ALubll 52a )
PP Test
(— Critical

dad Cal) dua ¢ Basgll Hia a9 aae Al (e il
Value isall Ll e (-4.733185) Statistic
card pady S e s ¢ %5 digina (s5iue 2ie dlldy 2.957110)
Slbs ((GDPR) yuaiall diell dLulud) L) aae (yad) (6 Hoeqas\
alivee S Byiine (3585 (GDPR) aiall duaeill dlulill

JLsT aladiuly dia) Judbal) il @llis) @il gedla (2) Jgt>

(PP)Cgum — ol
PP_Laif
Js¥) G Sgial) 2o
9 9 &) yarciall
Jrif} Cr?tﬁ:al PP Test Jrif} Cr?tﬁ:al PP Test )
LA Statistic LA Statistic
Value Value
)
oAk . y & - - INFR
padl 2.963972 | 7.334135 0 axdl | 2.960411 | 2.181689 ( )
H,
b b, - -
-— -— -— GDPR
0 anll | 2.957110 | 4.733185 ( )
Eviews.7 galin Ao alaie¥l daldl dae) Ga 1 juaall
vy 5ladll 5 Aat@ dsalal)
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Johansen Cointegration test: & jidall JalSill cpuilaga sl (2-3-1)
Bl Caag Ll dae Laadl) dudld) e eSull ahlaal eha) 2
plasinly sl dalSill sl gas (Nlxds¥) Gl v bl o5Sa
& (3) Jsaall sa)lsl) i) il g @ydall Jelll Gilaga ik
O ite QiS5 3mp pe by 10 asall Gm by I Caal
Y A8lany Liguad) de@ll culy Gua (GDPR) , (INFR ) (ppial
(15.49471) Critical 4ajall daill (e (21.59542) Trace Statistic
Gl G pde JalSS asag S e sag ¢ %5 digine (s5iue xicValue
Wlae 39ng S Caalls 3l ikl ciaingl LS ((GDPR) , (INFR)
ABle 299 G lee gitied WAuhall Gt Gn idadl Jalsall gass saslg
Jaaas (INFR) sl Jaea Maa] 8 saill Jaee o Ja¥) dligla 4535

Aasead) Ayl ASked) 3 (GDPR) s ol il b sl

o IS a2 4l Gliag L ae Lalll Al dam g
Burdekin, 5 Bruno and Easterly (Bruno and Easterly,1998)
paaill G Al A seag Leadls cadl s (1994)  Burdekin

caghally Lavsgiall cplal) 8 dalisg (galaBy) gailly

v 5ladll 5 Aat@ dsalal)
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el JalSill uslass Hlasi(3) dsas

Sample (adjusted): 1986 2015

Included observations: 3() after adjustments
Trend assumption: Linear deterministic trend
Series: GDPR (INFR)

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(s) Eigenvalue Statistic Critical Value Prob. **
None * 0.458835 21.59542 15.49471 0.0053

At most 1 * 0.100410 3.174492 3.841466 0.0748

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the (.05 level

**MacKinnon-Haug-Michelis (1999) p-values

The error correction model : kil feasal 7 igal (3-3-1)
el Gl sassll jia cihla) U Auhal Jae sl g liadl 2 o 2a
Jalgall el Ay ¢ Ll V) Gaall Al s Al Dl o
Lagie oo Al shall b ¢ it dalS5 agag el lly @l
¢ Waal) Taaal zigad el (uaily Engle and Granger  ails Jadl
bl Lo Jsanlly 5ol Bl (pe aing (£) Jsanl) 3 mamge sa LS el

Ad;. dad C_\LAJ dua Z\J}Ju 3.::)3;&3 5y28 ‘UCa}A.\S\ o C.St\.ﬁ\ UAC...AE:u A
ety Jtiadl il &l o) o W sag %42.3 ) R—squared

Yo

Bkl g i@ dsaleld)



YN[V o O srad At dana aa) [a Glai®y) gail) Ao adan il
(F) dban) of bl g LS ¢ %42.3 Loy 1l juaiall 3yl

cAyaudy 538

(INFR) il Jaee g JaY) dligla 408 3Dle 3smg il g .Y
Aa¥l adl EU G el Jaee B Goan ) el g
& (INFR) uiall Zigpall Jalaa o il (o ey Ca ((GDPR)
1) edushall Ja¥) b 4l ale 525 —2.384930 (gslw Jashall JaY!
dae 5 (Y o ld gl % 1 Ay (INFR) aacaill Jars s
- % =2.38 4wy (GDPR) Jlaa¥) sl m5ll) b sail

G ol G Jag AW G dashall a8 E) e iy LS LY
U 3 sall Jaee b Giaay @Y sl Gus (INFR) adaill (Jaes
(Al Bgdl delea 3)La)) LnSe aDle (GDPR) eVl sl
o) bl b el Jaes e iy (INFR) szl Jace gl
g 0Salls (GDPR) ey

Ja 1385 (=0.937023) (ssbr sed VIAY) diaed Aoy Jalaw (o W 8
S posad)l Ga Aslsll Al 4 Ds) @l Gas 1Y a) e
352 i 1.067 (—0.937023 / 1) sl i) 5738 b 43l Jinasally
AT e Ll ) psial)

Campos, 4y Jie Slubhall e el il e dabad) i) i,
4.y Harberger (Harberger 1963)au)s  (1961) Campos
(@B gailly yuimy pdmill o Lgadilns il il o(Vogel 1974)Vogel

" 5ladll 5 Aat@ dsalal)
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Jung and  (Fischer, 1983) Fischer (o S clulp cadl LS
(Barro, 1991) Barro 5 (Jung and Marshall, 1986) Marshall
Bruno and Easterly (Bruno and Easterly, 1998);
sall e W j5 aaeall o (Burdekin, 1994)  Burdekin
ST Ll o3 aas ol cdaghally Jasgiall Gula¥1 3 dialis (golaY|
Al 3 Gl iy Al Joalls &jlae Lo lial) Joall Al b 1,5S
Lo i L say phlaaly z ) allSs e IS 8al) (A candy adoil) ol
Lliiaall @laly¥) Gl il aae e dlla Gl 4l LS. L) e S
gl aniuy Al Joadl) Laeall deill (o Qi adadl) o ) il
(@l o dndl) ool e daiiall je JeaY) B A e bl
2aalls (Ul AUl 5ol (e lay SIS adilly ¢ gail) Jaen mid g
il e dje g peall Lol Aubd) ol DA (e ol SlasSall (e
sl e Ll 5 Leosay Al Glawgall Ji e zoiaal gl e
Sl sas Jully cchplall e Lle sl i LS csolamy)
leall e (aliat bt JU) f) i e bl oy8ll dilale glal)
sl o adaill lu A6 gy wh Calll G (Gaw Lo JSI gkl

(ashall a3 (solaay)
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Glai®y) gail) Ao adan il

Uail) ranaal 7z Mgady ¢ idial) Jalsal) Aolas (£) Jgan

Vector Error Correction Estimates

Sample (adjusted): 1974 2014

Included observations: 41 after adjustments

Standard errors in () & t-statistics in [ ]

Cointegrating Eq: CointEql
GDPR(-1) 1.000000
INFR(-1) -2.384930
(0-77600)
[-3.07338]
(of -2.239908
Error Correction: D(GDPR) D(INFR)
CointEql -0.937023 0.057290
(0.23464) (0.04502)
[-3.99339] [1.27254]
D(GDPR(-1)) 0.185983 -0.033065
(0.16318) (0.03131)
[1.13975] [-1.05610]
D(INFR(-1)) 0.982060 -0.133874
(1.02025) (0.19575)
[0.96257] [-0.68390]
c 0.509995 0.103321
(2-17794) (0.41787)
[0.23416] [ 0.24725]
R-squared 0.483132 0.112511
Adj. R-squared 0.423494 0.010109
Sum sq. resids 3679.631 135.4577
S.E. equation 11.89640 2.282523
*A 5ladll 5 Aat@ dsalal)
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F-statistic 8.100999 1.098714
Log likelihood -114.7087 -65.18009
Akaike AIC 7.913914 4.612006
Schwarz SC 8.100740 4.798832
Mean dependent 0.440947 0.118627
S.D. dependent 15.66799 2.294148
Determinant resid covalNFRance (dof adj.) 681.2790
Determinant resid covalNFRance 511.7162
Log likelihood -178.7029
Akaike information cINFRteINFRon 12.58019
Schwarz cINFRteINFRon 13.04726

Eviews.7 galiy Ao alaie¥h Gl sae) e jiaall

Granger Causality Test : jaijal 4l JLas) (4-3-1)
5aY) sghadl) e Uadll oy ol usial) JalSally 0sSull il ehal ey
Granger = jaibal duall jlodl ehaly Jall Wad uldll dilssll
O g A Ale dlliy @il 1Y L e cajnll dlbge Causality Test
s sl LAY il ciaagl 5 (GDPR) & sl gwy (INFR) s

fsh e (5) dsaa

Jaee b il o) i Lo sas «Jg¥) caall H, paall (mjd yady -
Saa¥) ol w5l 8 el Jaee 3 sl sy (INFR) il
.(GDPR)

Jaee b o) o i Lo sy ¢ SBI) Caall B H, paall (= Jod —Y
Jaee b sl s ¥ (GDPR) LoVl ad) m5ll) & sl
.(INFR) aaail

ve 5ladll 5 Aat@ dsalal)
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(INFR) adill Jaea cpe Lo aalg olat) & Lo 3Dle sagadl ol -

Naxe ol siaa ((GDPR) Jlaa¥) adll il b saill Jana )

LB salll NV ane (aliadl a5 Adlall sl

Jie cluball e el 2l e 0 Gaw Lo ge gl oda (i,
dulyy (Barro,1991) Barro .y «(Fischer,1983) Fischer i)
iy pdumill 8al) o Leadlus il g ( Burdekin, 1994) Burdekin
Lvsiall calal) 8 @l deliall Joall b dualing (gola@] gaill (ualias
Jon Al s e Als 3l adall obocdlly Gald) udy . Jishlly
ajdng L) cbli e S5 ol ) bl LlaEY) ¢ Lagyl
ol dag agulesy dleadl Lalily QAN Lo WD e 55 LS
oy i e dulud) st B e oS G Wl dilia) cdiieall aglsda
Alaill 52US ey clpaliall g duilagl) dlaall 4ad (mladY Lad JU

Granger Causality Test jaijal 4uuddl Lad) (5) Jsa

Pairwise Granger Causality Tests
Sample: 1984 2016

Lags: 2

Null Hypothesis: Obs F-Statistic  Prob.
INFR does not Granger Cause GDPR 30 3.87215 0.0343
GDPR does not Granger Cause INFR 0.79080 0.4645

Eviews.7 galin o slaie¥l dald) aae) ¢t juaal)

tayal) il (4-1)

Ljlg ADke asas cdlifiall JalSill dmgie aladiul Auhl) i el -
Jaee b Gany 3 sl s (INFR) adatl) Jaee o oY) dlsha
«(GDPR) LVl adll il b sall

£ 5ladll 5 Aat@ dsalal)
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sl ey il Lol Ablee e Jpanll e gilull gl -
sl Jushall JaY) 8 (INFR) aacaill Jaeal &g pal) dalaa o) <Uasll
% 1 dusiy (INFR) adill Jona a3 13) il Jngle sa <—2.384930
(GDPR) Jlea¥! sl il & saill Jame 5 ) g5 <ld
- % —2.38 Ly

ol Gn dup Al 3B o skl daY) b ) caagl LS -
U 3 sall Jaee b Giaay @) sl Gus (INFR) szl Jaes
(Al Bgl el L)) LnSe ADle (GDPR) oYl sl
o) @l 3 sl Jaes e iy (INFR) sl Jaes gl
g 0Salls (GDPR) ey

laa5 (=0.937023 ) (g5l <VEAY) L2t dejus Jalaa of il iy -
2 Gl G Llal) A & D) 6 G 13 ) e Jy
aga3 A 1.067 (—0.937023 [ 1) gsloss duia) 8538 & asld Jaiually
- 5A B gl I csal

2y olad] (b A Ble 2gay o aibal L) lad) gl ol -
AVl ladll il b sl Jaee ) (INFR) adiaill Jane g cdaé
N are paliadl L)) g Al adaill cNVaee o) Jiee .(GDPR)
L@l gl

ralahdall (5-1)
Cleba)) pany pam Calll Gl 2 ge 4l dagll 2 L G

A3y addl) Jame g Uyl (ge 2all ((satlly L) Lggal) Alaidy) oy

p ) el e
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s oo (@LEaY) ) ASled) 3 (ola)l asSall B! s e
il Jane e Bl ) Ciag sal Al

o by Lag clginatiy Daall AL 3lgall £siy ALKH Cleha) Masl o
Oay e Laally dnlaidy) duatill dalee lgajtind Al AWl 3lsall i
AL ) e Adlal Cihual) b Balsy sl suts A el

Ol Lads Abisi 3lger dary ol D cddia Dlse el LYl digas @
SSar al spy ¢ Jledl Gl il 8 sy Cige Lugals Leli))
il Jasaill Ay e Algal) slaie) Al dilaadle

e dadle day alag) ) sl SlelaYls Glubndl Ciag oly AY e
Cro oS Ly edambuad) B (g pdinall b Apoiil) il (Gl
gl Bilas B 3 el o AR ALY el sl ohal
csrial) dadl wll) b Galal) sailly
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