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gABSTRACT o

This study examines the asymmetric effect of the interaction between the
exchange rate and inflation on economic growth in Syria over the period 2010-2022
using monthly data and the nonlinear autoregressive distributed lag model NARDL.
Real gross domestic product growth is employed as one of the key indicators as
dependent variable, while the exchange rate, inflation, and their interaction term are
used as key explanatory variables, alongside other variables which are considered as
determiners of the domestic product like real interest rate, broad money supply, and
trade openness as control and explanatory variables. The findings reveal the
existence of a long-run equilibrium relationship among the variables and show that
the Syrian economy responds asymmetrically to positive and negative shocks in the
exchange rate, inflation, and their interaction. The results also indicate that the
interaction term has an independent and statistically significant effect on economic
growth, confirming that the combined impact of exchange rate deterioration and
inflationary pressures is stronger than the isolated effect of each variable. These
findings highlight the importance of coordinated monetary and economic policies to
enhance macroeconomic stability and support growth.

Keywords: Exchange Rate — Inflation - Economic Growth - Asymmetric Effect - NARDL
Model.
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Variable Form st PP Statistic Prob. Critical Value
Term 5%
RGDP Level None -1.604 0.102 -1.943
RGDP First difference None -2.447 0.014 -1.943
ER Level None 1.903 0.986 -1.943
ER First difference None -12.308 0.000 -1.943
INF Level Constant -11.324 0.000 -2.880
IR Level None 1.227 0.944 -1.943
IR First difference None -8.772 0.000 -1.943
M2 Level Constant -2.337 0.162 -2.880
M2 First difference None -15.548 0.000 -1.943
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OPEN Level Constant -8.159 0.000 -2.880
INTA Level Constant -12.433 0.000 -2.880
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Table. Coefficient Symmetry Tests
Null hypothesis: Coefficient is symmetric
Degrees of freedom (simple tests): F(1,125), Chi-square(1)
Variable Run Statistic Value Probability
ER Long-run F-statistic 23.6291 0.0000
ER Long-run Chi-square 23.6291 0.0000
INF Long-run F-statistic 20.2246 0.0000
INF Long-run Chi-square 20.2246 0.0000
INTA Long-run F-statistic 39.5628 0.0000
INTA Long-run Chi-square 39.5628 0.0000
IR Long-run F-statistic 12.8026 0.0005
IR Long-run Chi-square 12.8026 0.0003
M2 Long-run F-statistic 0.3078 0.5801
M2 Long-run Chi-square 0.3078 0.5791
OPEN Long-run F-statistic 34.3404 0.0000
OPEN Long-run Chi-square 34.3404 0.0000
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Null hypothesis: No levels relationship

Test Value
F-statistic 72.0786
t-statistic -11.6448
Significance level | F-statistic 1(0) | F-statistic I(1) | t-statistic 1(0) | t-statistic I(1)
10% 2.0700 3.1600 -3.1300 -4.9600
5% 2.3300 3.4600 -3.4100 -5.2900
1% 2.8400 4.1000 -3.9600 -5.9400
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Dependent variable: D(RGDP)
Method: NARDL
Sample: 2010M04-2022M12
Included observations: 153
Selected model: NARDL(2,2,1,0,1,0,2)
Deterministics: Unrestricted constant and unrestricted trend (Case 5)
Model selection criterion: Akaike Information Criterion (AIC)

Variable Coefficient | Std. Error | t-Statistic | Prob.
COINTEQ* -0.0190 0.0006 | -32.0465 | 0.0000
D(RGDP(-1)) 0.9748 0.0046 | 210.2995 | 0.0000
DCUMDP(ER) 0.0000 0.0000 1.4015 | 0.1633
DCUMDN(ER) 0.0006 0.0005 1.2409 | 0.2168
DCUMDP(ER(-1)) 0.0000 0.0000 1.8910 | 0.0607
DCUMDN(ER(-1)) -0.0009 0.0005 -2.0091 | 0.0465
DCUMDP(INF) 0.0023 0.0008 2.7043 | 0.0077
DCUMDN(INF) 0.0026 0.0009 2.9299 | 0.0040
DCUMDP(IR) 3.7995 1.4128 2.6893 | 0.0081
DCUMDN(IR) 8.1843 3.3517 2.4418 | 0.0159
DCUMDP(OPEN) 0.0726 0.0234 3.1032 | 0.0023
DCUMDN(OPEN) 0.4448 0.0582 7.6435 | 0.0000
DCUMDP(OPEN(-1)) -0.1210 0.0232 -5.2260 | 0.0000
DCUMDN(OPEN(-1)) -0.3040 0.0605 -5.0259 | 0.0000
C 0.3593 0.0123 29.3173 | 0.0000
TREND 0.0042 0.0002 23.9863 | 0.0000
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Estimated Long-Run Asymmetric Coefficients
. - Std. t-

Variable Coefficient Error Statistic Prob.
CUMDP(ER(-1)) 0.0009 0.0015 | 0.5731 0.5675
CUMDN(ER(-1)) 0.1006 0.0259 | 3.8871 0.0002
CUMDP(INF(-1)) 0.4685 0.1000 | 4.6878 0.0000
CUMDN(INF(-1)) 0.1251 0.1052 1.1899 0.2361

CUMDP(INTA) -0.0001 0.0001 | -2.3811 0.0186
CUMDN(INTA) 0.0003 0.0001 | 3.4186 0.0008
CUMDP(IR(-1)) 269.8693 | 65.3236 | 4.1313 0.0001
CUMDN(IR(-1)) 914.2699 | 192.8281 | 4.7414 0.0000
CUMDP(M2) 16.3185 9.6267 1.6951 0.0923
CUMDN(M2) 9.5889 3.6870 | 2.6007 0.0103
CUMDP(OPEN(-1)) -0.4072 0.1792 | -2.2721 0.0246
CUMDN(OPEN(-1)) 1.0445 0.1278 | 8.1739 0.0000
Statistic Value Statistic Value
R-squared 0.8786 Mean -0.0487
dependent var
Adjusted R-squared 0.8284 d SD. 0.8512
ependent var
S.E. of regression 0.0340 | Akaikeinfo -3.8273
criterion
Sum squared resid 0.1582 Sc_hw_arz -3.5104
criterion
Log likelihood 308.7888 | . Hannan- -3.6986
Quinn criter.
- Durbin-
F-statistic 6348.4283 Watson stat 1.7123
Prob(F-statistic) 0.0000
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Table. Breusch-Pagan-Godfrey Heteroskedasticity Test
Null hypothesis: Homoskedasticity

Test statistic Value Probability
F-statistic 1.2272 0.2240
Obs*R-squared 32.0592 0.2299
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Ramsey RESET Test
Omitted variables: Squares of fitted values
Test statistic Value df Probability
t-statistic 1.0541 124 0.2939
F-statistic 1.1111 (1, 124) 0.2939
Likelihood ratio 1.3649 1 0.2427
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