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Trade Openness and Inflation Evidences From Jordan

Prepared by:

Anas Hamed Salem Al Momani

Supervised by:

Prof. Dr. Hussein Al-Ziuod

ABSTRACT

The mechanism of trade openness and the rate of inflation is a matter that many of the
researches have tried to verify. Negative and positive effects of openness to inflation
have been discovered by providing evidence from different countries. This study
examines the variables of trade openness and inflation from the period 1980 to 2016
using unit root tests and joint integration. The results indicate that there is a one-way
causal relationship to trade openness and population growth on inflation. As regression
results suggest, Inflation rate.
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Jiabl JolSHl szl (1) Jgaz

Date: 09/03/17 Time: 11:25

Sample (adjusted): 1982 2016

Included observations: 27 after adjustments

Series: LNPOP LNGDP LNINF LNOPEN

Lags interval (in first differences): 1 to 1

0.05 Trace Hypothesized
IProb.** Critical Value [Statistic Eigenvalue  |No. of CE(s)
0.0000 47.85613 92.11524 0.889217 None *
0.0225 29.79707 32.71025 0.591793 At most 1*
0.4117 15.49471 8.518755 0.236650 At most 2
0.2679 3.841466 1.227705 0.044452 At most 3

Trace test indicates 2 cointegratingeqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
0.05 Max-Eigen Hypothesized

|Prob.** Critical Value [Statistic Eigenvalue  |No. of CE(s)
0.0000 27.58434 59.40500 0.889217 None *
0.0179 21.13162 24.19149 0.591793 At most 1*
0.4553 14.26460 7.291050 0.236650 At most 2
0.2679 3.841466 1.227705 0.044452 At most 3

Max-eigenvalue test indicates 2 cointegratingeqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level

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

Unrestricted Cointegrating Coefficients (normalized by b*S11*b=I):
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(Granger Causality) duwlyul Olpstio (0 dasad) d8Ml) 2515 (V) Jyus

Pairwise Granger Causality Tests
Date: 09/03/17 Time: 11:27
Sample: 1980 2016

[Prob. [F-Statistic |Obs Null Hypothesis:

0.0211 | 4.62407 27 LNINF does not Granger Cause LNPOP
0.3546 | 1.08706 LNPOP does not Granger Cause LNINF
0.0442 | 3.60607 27 LNOPEN does not Granger Cause LNINF
0.6818 |0.38981 LNINF does not Granger Cause LNOPEN
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:(Multiple Linear Regression) dJsuib ‘ilaédl BIRENY IRy 5v
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ebal] =393l dulydl Sbly LT Jgo (Jarque-Bera) jlas| docs (A) Jouz

: LYl g5l (A)

dowcid| Probability Jarque-Bera Variable
S;iu.b 0.314567 2.313115 Lninf
= 0.218126 3.045675 Lngdp
;.sub 0.135442 4.001242 Lnopen
&,w.ob 0.132940 4.035710 Lnpop

SPSS 25l e slozeVl Eaoldl dlus : yhal

&l Gl +.00 Aol (o ;ST duwg bl Olpsiab) JSU DV Ggime dod O oMel Jgaadl (o JaWs

coeball @isdll o Olbl US o8 3s5 § Wlas] D5 §s,3 dzgi ¥ %80 di Gstume Wi
) Al duoydll a3 mudal) @3gdl @ SUL O s Wlg pust] dudyd U5 JWbs
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) e gudyg sl ju (15 L3yl 3929 pas oo WSLU Breusch-Godfrey jLus pluscul o3

Cuz slhs Y go GIS blsyl 3929 pas %0 e ST O LWy Llo¥l dod UNS (o9 (3) gz &

s g G315 LSyl ss2g pas e pals I past] duiyd Jod eu

S bL3,YI Hlasl ks (1) Jevz

Breusch-Godfrey Serial Correlation Probability
E-statistic 1.4532 0.3532
Obs-R-square 3.4532 0.1452
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

0.2075 Prob. F(3,29) 1.614640 |F-statistic

0.1932 Prob. Chi-Square(3) 4.723135 |Obs*R-squared

0.3110 Prob. Chi-Square(3) [3.576583 |Scaled explained SS
Test Equation:

Dependent Variable: RESIDA2

Method: Least Squares

Date: 09/03/17 Time: 13:47

Sample: 1980 2016
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[LNOPEN [LNGDP LNPOP

0.25 0.20 1 LNPOP
-0.10 1 LNGDP

1 LNOPEN
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Dependent Variable: LNINF

Method: Least Squares

Date: 09/03/17 Time: 11:18

Sample (adjusted): 1980 2016

Included observations: 33 after adjustments

[Prob. t-Statistic Std. Error (Coefficient |Variable

0.0101 -2.752288 [7.876505 [-21.67841 |C

0.4385 |-0.785537 (0.892080 |-0.700762 |LNGDP

0.0000 |5.880057 [0.957221 |5.628512 LNOPEN

0.0455  [2.089697 0.321586 |0.672017 LNPOP

17.47975 [F-statistic 0.643906 |R-squared

0.000001 [Prob(F-statistic) 0.607069  |Adjusted R-squared
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