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o ABSTRACT o

This study aimed to clarify whether the public budget deficit in Syria is affected by
the dynamics of fiscal policy and the trade deficit. To achieve this objective, the researcher
reviewed previous literature, as well as quantitatively described and analyzed data in the
Syrian economy to determine the size of fiscal and trade deficits and the value of the fiscal
policy discount factor. This was done by analyzing data on the public budget deficit, the
trade deficit, real interest rates, and real growth as variables to assess the degree of the
fiscal policy discount factor during the period 2006-2022. The Johansen cointegration test
and the Fully Corrected Least Squares (FMOLS) model were used using Eviews 13
software. The FMOLS model confirmed a significant negative relationship between the
fiscal policy discount factor and the public budget deficit, and a significant positive
relationship between the trade deficit and the public budget deficit.

Keywords: Fiscal Policy Discount Factor —Budget Deficit —Trade Deficit-
FMOLS
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5.13% 167 3252.7 2011
17.49% 529 3024.8 2012
25.36% 745 2937.6 2013
14.04% 507 3612.0 2014
11.75% 562 4783.7 2015
10.15% 622 6128.0 2016
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1.52% -26,312 531,324 505,012 2006
5.22% -105,523 684,557 579,034 2007
5.38% -131,621 839,419 707,798 2008
8.96% -225,885 714,216 488,330 2009
8.58% -243,145 812,209 569,064 2010
14.14% -459,821 964,928 505,107 2011
19.76% -597,825 794,277 196,452 2012
26.21% -769,993 944,926 174,933 2013
38.40% -1,387,051 1,562,846 175,795 2014
19.67% -940,753 1,497,340 556,587 2015
18.74% -1,148,578 2,238,472 1,089,894 2016
21.12% -1,763,353 3,019,922 1,256,569 2017
20.46% -1,960,107 3,007,769 1,047,662 2018
15.87% -1,843,780 2,982,669 1,138,890 2919
12.41% -2,314,812 4,622,918 2,308,106 2020
22.51% -9,331,075 13,153,168 3,822,093 2021
19.62% -17,383,055 19,820,090 2,437,036 2022
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Phillips—Perron Unit Root Test sasgll jia JLidl (o) Jea

Js¥) Gl Gginal)
Aaiag adall (o0 | o) dnlag oLl st Aaliag adall (o | (e daliag pdald ot

-2.728252 -4.728363 -3.959148 -2.717511 -4.667883 -3.920350 1% | el T

-1.966270 v-3.75974 -3.081002 -1.964418 -3.733200 -3.065585 5%

-1.605026 1-3.32497 -2.681330 -1.605603 -3.310349 -2.673460 10%
*¢-7.67579 *-11.13516 *-10.57820 -1.098761 -3.595728*** -2.809769*** B T
-2.464628** | -3.384480*** | -3.942975** 3.643417 -3.318447*** -1.276376 LNF | £
-3.171847* -4.327754** -4.522335* 2.983913 -2.984360 -1.013263 LNT .
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VAR Lag Order Selection Criteria
Endogenous variables: LNF B LNT
Exogenous variables: C
Date: 03/28/26 Time: 12:48
Sample: 2006 2022
Included observations: 14

Lag LogL LR FPE AIC sC HQ
0 -28.61051 NA 0.018369 4515786  4.652727  4.503110
1 3.104024  45.30647* 0.000751  1.270854  1.818617  1.220148
2 1507142  11.96739  0.000629  0.846940  1.805526  0.758206
3 39.44553  13.92807  0.000155* -1.349362* 0.020047* -1.476126*

Eviews13 duaay cilajda i jradll

HQ- alee G5 Y5 LR Lbae Gig ) (& ola¥) 58 aoas juled dad sl of odlel Joaall (g Jaadl
VAR 35s i SC- AIC
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t V1 Janll 3 LS Lasy) mi el 285« JgY) il S 8jiis dia)l

cabind) Aasilly Y (39 &yidiall JalSill udlaga Ll gl (V) Jgda
Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Value  Critical Value
None * 0.895646 50.42963 29.79707 0.0001
At most 1 * 0.662255 16.53015 15.49471 0.0348
At most 2 0.016410 0.248186 3.841465 0.6184
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Unrestricted Cointegration Rank Test (Max-eigenvalue)

Hypothesized Max-Eigen 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Value  Critical Value
None * 0.895646 33.89947 21.13162 0.0005
At most 1 * 0.662255 16.28197 14.26460 0.0237
At most 2 0.016410 0.248186 3.841465 0.6184

Eviews13 fuaae p Sla jha : jladll
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ol ekt el lpmns oo 238 ¥ il s Jully %0 digies (sise die Adsaall 2l (e
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Dependent Variable: LNF
Method: Fully Modified Least Squares (FMOLS)
Date: 03/27/26 Time: 18:22
Sample (adjusted): 2007 2022
Included observations: 16 after adjustments
Cointegrating equation deterministics: C
Additional regressor deterministics: @ TREND

Long-run covariance estimate (Prewhitening with lags = 1, Bartlett kernel,
Newey-West fixed bandwidth = 3.0000)

Variable Coefficient Std. Error t-Statistic Prob.

B -0.32449 0.12199 50-2.6598 0.0196

LNT 0.64823 0.03559 18.20916 TR

C 2.13419 10.3069 £6.95269 TR
R-squared 0.910398 Mean dependent var ©6.25217
Adjusted R-squared 0.896613 S.D. dependent var Y1.03563
S.E. of regression ©0.33299 Sum squared resid 1.441513

Long-run variance £0.02827

Eviews13 foae p Gla ke jaadll

A0 Lial) (o)l fiaals e Aol aand Jalaag dalal) A3jlsall Jae o laaiy) dlilae 33k
LNF =-0.32449*B + 0.64823*LNT + 2.13419
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Series: Residuals
Sample 2007 2022
3 Observations 16
Mean -0.080781
Median -0.023263
2 Maximum  0.320165
Minimum -0.659448
Std. Dev. 0.298564
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Autocorrelation Partial Correlation AC PAC 0Q-Stat Prob®
I I I I I I 1 0.031 0031 0.0181 0893
IO I (N I 2 -0.105 -0106 0.2469 0.884
IO I (I I 3 -0.100 -0.094 04681 0.926
I = 1 I = 1 4 0307 0308 27349 0603
(| I 0O I 5 -0.041 -0.0895 27785 0734
(N I I I 6 -0.076 -0.026 29448 0816
O I (N I 7 -0.146 -0.099 36298 0.821
O I (I I 8 -0.117 -0.249 41198 0.846
IO I (N I 9 -0.124 -0111 47486 0.856
I a1 I . 10 0111 0119 53412 0.867
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