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Abstract

This research aims to study the effect of exchange rates
fluctuation on inflation rates in the Palestinian economy (the US
dollar versus the shekel) during the period of study (1996-2016).
By looking at the relationship between the exchange rate and
inflation rate. The raw data obtained from the Palestinian
Monetary Authority and the Palestinian Central Bureau of
Statistics.

To achieve the purpose of study the researcher uses a
modern quantitative method used in econometrics, starting with
the stability tests of time series through the use of the ADF test
and to detect the relationship between the variables Johansen test
was applied.

The study reaches for the following results, when applying
the Johansen test, we finds there was a negative relationship
between the exchange rate and the inflation rate in the Palestinian
economy for the period 1996-2016.
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S ksl e Auhall sda b oldie) & 43 V) Gasgl) s collial 2z
0 dsag AL anall e @ jliaY ((Augmented Dukey Fuller) ADF - Jaadl Ui
il 4 il i e X6 Abululd) Ayl by 3 ADF Ladl sdicly casg)

: OLS (gyaiall cilahyall diyyln

AXe =@ . Xe1— X5ea @) DXe_jyr + & oo (5)
P

AXt= @.Xt_l_ Z®J AXt—j+1+C+ gt ......... (6)
j=2

P
AXt = @ .Xt_l - z ®] AXt—j+1 + C + bt + gt . (7)
=2

(7) zisailly cculi e ailgial b (5) zisall e Galisy (6) zisall G

Jsba aaily ¢ i) oladl ey culi e allgal 3 (5)5 (6)zdselll oo cabia,
Gl s 2ay5 ¢ SC 5 AIC (lamal dad J8) aladiud sale 23y (P) duiejll culgadl)
JY) zasalll aladid 25 S8y (AX;_; = X, — X;_,) :(First Difference) _Is¥!

Coweladl o culida e gging Y g (5) a8y Aalaall 35 Al o2a b
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i il LR 2 (g paall Ciladyall Ayl 3 gaill il

H [0 <1 “Lun@laxn He: =1

et Al ALl (65 Ml (geang Jda dgny ging 13gh ¢Alsiba paall A jd il 12l

LAl

Llee Aoy salgie Aol Aldudl & dump e 36 (ADF) il & 2sles

lale Jgaall 23 Al Adlasy) &bl L Lady (Autoregressive) AR 1Al jlaasy]

(A Al e Al LAY Gk sl e

J) AN dmy g (g ghsall B ol patiall Bas gl) Hda LR qilii s 3 Jgaa

JsY) @l S gial) <) yaaiall
da gl Aol ADF lsal Aol ADF lsa
Prob @;J\ Jlaay) Prob z -l Jlasy)
t—statistics t—statistics
oSl 0.000 -9.72* Sl e .0234* —-2.32%* Logx
oSl 0.000 —7.52* Sl e .09* -1.629* Logy

Gsiue die AL e culS (logx)  Apeil Alududl G Gl Jsaal) e W el

& Sl e (logy) Aulul culSy ¢(0.01) o ST (Prob) aduaay) &Y 0.01

(First Diﬁerence)dﬂ\ Gl 28T aays ¢(0.05) 5 (0.01) sl xic (Level) (s5iuall

Aall el G @iy e Lnisinls o(5%) sine gsime die Sle olilulul) ol

V) Gl amy i€ LY ¢(1(1)) IV Al (e AlalSia
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(Johansen - Cointegration Test) & sidall Jal<il) i) milii  4.4.4
Sl pat s (HO) asadl Gamp Sl disiall Sl oppudlasn Ayl b
sag Se gat Ally (HT) Al e dll Blee cbhuiall o dlide JalKS 2gag a2e
«(Trace Test) VI jlaoa) P (e elldy sl gn Y1 o aals @l Jal<s

:(Maximum eigenvalue test) _alasll iadl lial,
Ayide JalSS agag a2e HO:r=0
Y e aalg elide JalSS asag H1: r=1

JolSill Tanly dnia amgy SSYI b 1S 5000 DalSs dlalSia clpsiall o3 culS 130
Jie ey chpriall gn JaY) Alsh Al ABle sy a1 clegiy Lud ot
() sl DAy s dsa e pil) o dashall da¥1 G sl ) < pasial

& Jidial) JalSll ¢y il 93 JIA) il 14 2o

Date: 08M18/19 Time: 11:57

Sample (adjusted). 1999 2016

Included observations: 18 after adjustments

Trend assumption: Mo deterministic trend (restricted constant)
Series: LOGY LOGX

Lags interval (in first differences) 1to 1

LInrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Ma. of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone * 0.685352 2415342 2026184 0.0138
At most 1 0.169358 3.340026 9.164546 051492

Trace testindicates 1 cointegrating egnis) atthe 0.05 level
* denates rejection of the hypothesis atthe 0.05 level
*MacKinnon-Haug-Michelis (1998) p~values

Linrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Mo, of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone * 0685352 20.81340 15.89210 0.0077
At most 1 0169358 2.340026 9164546 0.5192

Max-eigenvalue test indicates 1 cointegrating eqnis) atthe 0.05 level
* denates rejection of the hypothesis at the 0.05 level
**Mackinnon-Haug-Michelis (1999) p-values
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¢ g paal) lpaiall pu Basly S idie JalSS anfia ADe dga (Bolud) JSEN (e i
Gsinas dagall dadll e ST 300 dagdll il Eua (Trace test) SNV Ay e, el
.(Prob=0.0138)

Jsds celpiall Jalall aniia ol agay aaey (HO) pand) B by Jimy I3ag
Gp (0.05) Gsiwe e IR e daaly olide JalS5 agag (H1) dladl Lol
Symg Laadig ¢ FSY) e lanly €508 SalSS agay cptiy slal Jpand)d I il g puiall
Vs g yal) Clysriall G de Al
& jidial) Jalsill () gl g i) milid o5 J g

Unrestricted Cointegrating Coefficients (normalized by b*311*b=I):

LOGY LOGX C
-71.45693 -22 54063 0.542959
-263.8929 13.03358 1.761799

Unrestricted Adjustment Coefficients (alphal:

Di{LOGY) 0.001862 0.001914
Di{LOGXK) 0.055245 -0.007065
1 Cointegrating Equation(s): Log likelihood 102 6145
Mormalized cointegrating coefficients (standard error in parentheses)
LOGY LOGK C
1.000000 0.315444 -0.007598
(0.06211) (0.00251)
Adjustment coefficients (standard error in parentheses)
Di{LOGY) -0.133027
(0.08891)
Di{LOGX) -3.847633
(0.75880)

Y A jlasiY) Aalea ()i
Logy= 0.0076—0.315 logx

(0.002) (0.062)
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tomaldl) Jadl)
Glua gilly malidl)

Azl Jamay (U0l Jilie (S3e¥) Vsl Cipn o G A8 Jilas 5 il

shal Gl clgate (e Byine Agia)ll Judladl Cul€ 13 g olads oz idanddl) L@yl
cilS chaial G adis aa ot J€ JalSS A8y 3aad 3 WS Gaagll i iyl
s3ia Ay o(Js¥) @Al 28T tie) Lewds Aapall (e AlelSie Cinnaly (gsiall 8 AlalSia e

: YIS il il ¢ bl JalSall ¢ puilaga SLEA) ks 5 el

Dl dse Wlidadoall ey Ciplall Sl Gp dwSe ADle aag

die Agdgaall Al e ST (t=-5.08) dal) ClS Cua cdanddl) slai@Y) (<l

sl gl o demy Capall e g lin)) o) Cua cgaall Agl syl Adles Guda

DYl e JSdll i prs Gl e maa uSally ¢ uhandil) lalsall 45,48
codandl) ylal sall A0 3Gl v ¢ S55aY)

b)) AL Ll 43,8 dandl) aLa@y) Alla 8 djilaie dagill oda i

Jern Vsall Jilie JGEN Gipen jaw aliddl () Cua ¢ € IS8 ol e adiay

Copall e 550 858 25y A ddu 4 & ) eyl led ady o
el lea) I )l G 5al) g sl e die s

Gl i el b pgngall gl ) claball ae Gl o3 Aagn B

t YIS Gl dag

daa oy Gaw Lo o el cpalai®) Akl ae 8 L 124y ¢(9.61-) JSuil)
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o2 0.05 (55 s Aglas) AN b Al D g (2015 i) dulp .2
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Sl gl

YL pas Balll (la ALl mil) ppa e

52 DA (e i Aidands Alee lana) o Andadil) 361l ddalu Jae 35y .1
Alaall laal apy (e rbaaslil) L@ saliiny A8LaYl Al Dokl ALl
s o Lasad 2ygind) sl Ao Jdandill SLai@Y) 5jlea salill dilayly
i) e A S) @l

mS Aglasy peind) ) pli) e ppnll Ll s uhudd) sla@yl e .2
Nl ol ) 05 AN Jalsall ddjpae SIS e canlen

copants b i) Jaee e Bl <Y1 Jalsall Al fdandill sla@y) e .3
Al AP CilelaY) alasly
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2l all

Ayl casl) oY

5 il plaa b glee | SIS SLaBY) Gl (2014) sudl) ZUE 2e a1

Los

5l all Lpmalall Ao all 1ol A gall Lba®Y) lEall (2003) . taall olus.2
Lol gl

Zl s peas ¢ Ay HaCuy) A gall Labaii) clddlall (2003) A pa e Gaes 3.3
Ll el

Al lee L A e ala dea i LB (2001).05080 5 Js Osmidisel .4
e

.J

) 5 deldall gy jal) dagil) yla 5,8l i) SLaBY) (2005) . el 5

e Sl 5 Y Slall a3l (1990) GO e see 5 st N 3alai 6

sl 5 il g sVasae v glee | (gala®®Y) (5 8N (2011-2010) Lpospens 0D 7
DSal laglie bl 94 paill — G gall sbai@¥l (2011) 0@ ae 2l 8

Gkl bl alai@y) dlule (2010) 2sena G daela 5 23l daa 3)Ua.9
ejL.JsJ\ S yiial) JalSal dasgia g At 3N JuSadl ) jsial Eviews gl p alaainly

dall daaladl sy Sl ) sall Slai®Y) Glulul (1999) . Gisia el Jale 110

bydadill el dgaall ¢ et ua Giplall e Gl (2003) anlil ibe .11
23 ¢yl

o5l g il eliia glee 03 ¥ (2011) .ol Gaual 2e 12

Gkl 5 kil Ga Ll alasy) (4 Snaall (2005) Adse AN ae 13
Axalall Il A Sy

Ola iall KN daladmy) clubwdl ) Jaadl (2006) o3 sl ae .14
Aaalall Cile gl

el (e ASa | ) ) (8 Al Auld) (1978) o s (s il e 15
(aa Jhiglee GAoall il (1991) . Genl) (&5 0lE e .16

Aralall Gl A 5o Ay S0 Ml st (2000) Adlie s 538 .17
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glad s 4y 2l daall 8 Jastsall (& o jlall jeu allas lial (2001). 58 S18.18
(o 9al) asal) (3 gaiiardl ) g i 3

Aa gl el daals lee | danlil) ALa®®V) dalall L (2007) e 2219
BSuaall daalall Hla s atall | [ gall sba®¥ (5ale (2007) .olu 50 20,20

o sk s At AilS Hae Al Goplall (§ s (2004) .5l el S 2ane .21
Aalall Aile plaall o g3 ;A jad) gasill Julaill JAae (2000) . Slaes 2 503022

Sl Jeidl Hla iy (Al (o sl e dpamll jal skl (2001) P alus.23

Sl g dmalal) Jilu ) (LS8

Gopeall e ASaalipall 483011 (2014).sShediall 2aa) ¢ e alus (U 2aal L1
@Yl aslall LYl dxals A0 2010-1980 sl Gl all & adill
Al

o Capall el Gl S (2010). S el Slhadall A (el aeal 2
(o sl Al — SLai8Y g5 a1 AIS Sl g 5a V) ALY 3 adail) Y aes

E¥aa 5 Capeall jre o jidal JalSill ddle lidl) (2015). 0 2l L3
b g2aald 42ala 2014-1970 3l daadat Zl ja ¢ il jall A adill

- iyl sl e caplall paa (A el 3 (2011-2010) 2l ALl 4
2009-1990 Ll 3ol Alls 2

Al MAZalall el - Al - SBED LA Y] SLaBY) (2005) ouos slus L5
ALl ) ol Cipdandil) Sl el

dilas 5 G (2017).2ene Junld clasdicola b e ¢l julyie dielasl Jl3 .6
daala 2016-1996 33l Glall b adaaill c¥are 5 Cipeall rw G 483l
40 28]l GalaBY) 5 B V) glall S Alaa S5

LI Loy @l jagall e o ylall e 5 (2012) emd pdal) e )57
808 - a ¥ Axala 2010-1994 (Guanldll Slaii™d

3,83 ¢ il jall b adizill 3 jalal il 5 daliatl 4 2 (2006) .Sleia amd) .8
B8 )5 drala | riualall 2aled Jul

- bl @Y e AN G e rw mliasl 3l (1990) 4 2 yrew 9
(s aiy) il )
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Akl el e Goylall Jlend U AT (2010-2009) 55 das 10
el Arals yivalall Jil 5 She

Dre Op A (2002). 250l sl (5358 dena ¢ dma el de 11
Ergaall (3 gial) Alaa Al d Abad Al 3 e b Sadal) il 5 Jadall G ylal)
[ 2=l doalaidy) g4y gilal)

g 2 sl adiail) (e 3all lulis (2009-2008) .ol alus B e 12
il algd Jail 3 )Saa | ) all Adlad 5 ,LEY)

o8 pdaall (85 i sall Jal pall ila g el A 2 (2013). g l) s e 113
Ol Lias )y sdie e Ay <2012-1995 5 il Lidandal) ol Y

& arazill e Caplall e s i (2016) L5500 s sl srane sl .14
B Y 5e Ll ) giSall dadla i) 5al

cpliAaa ) ganll e Bnhuddl) Aleadl (2003) S330 cWle 15

ralall anddl) (ida gl 8 laa) jadlas 5 Slagia (2005) 4 s sles 16
B8 ¢ Ay

O & 8 adll g gadil aUaill 5 Cajladll 58 (2001) o2 e .17

sl Ly 5 Gplall e s W (2006) 35S mladl dawse (18
AL jumal zls daals | Alls Ay - Ll se s Ala@Y)

5 il Y LaBY) A i A il Abudl )50 (2006) s sl 2esa 119
LK)

Jb Al Al LI lamy) Y1 (2004) .oea N e gl 3saae .20
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SR gl gall slagl

(33 gaca yall dpa LAl 3 el Clelianl 8 (Gadanddll slaad (5 3S all leall L1
2016
«Ninth Annual Report For The Year 2003 <2004 ¢ixidandall sail) ddalis .2
http://www.pma.ps/Portals/1/Users/002/02/2/Publications/English/A
nnual%20Reports/PMA%20Annual%20Reports/English Summary
.2019/5/1 «2003.pdf

«Tenth Annual Report 20042005 ¢aiidacdall saill dales .3
http://www.pma.ps/Portals/1/Users/002/02/2/Publications/English/A
nnual%20Reports/PMA%20Annual%20Reports/English Summary

.2019/5/1 « 2004.pdf

2008 alad el Jll (5 gl 51 2009 Adidansdal) aail) dlalis .4

http://www.pma.ps/Portals/1/Users/002/02/2/Publications/Arabic/%
D8%AA%D9%82%D8%A7%D8%B1%D9%8A%D8%B1%20%D8
%B3%D9%86%D9%88%D9%8A%D8%A9/%D8%AA%D9%82%
D8%B1%D9%8A%D8%B1%20%D8%B3%D9%84%D8%B7%D8
%A9%20%D8%A7%D9%84%D9%86%D9%82%D8%AF%20%D8
%A7%D9%84%D8%B3%D9%86%D9%88%D9%8A/Annual%20R
.2019/5/1 « eport%202008.pdf

2010 & sl sl 2011 cdanladal) st Ll .5
http://www.pma.ps/Portals/1/Users/002/02/2/Publications/Arabic/%
D8%AA%D9%82%D8%A7%D8%B1%D9%8A%D8%B1%20%D8
%B3%D9%86%D9%88%D9%8A%D8%A9/%D8%AA%D9%82%
D8%B1%D9%8A%D8%B1%20%D8%B3%D9%84%D8%B7%D8
%A9%20%D8%A7%D9%84%D9%86%D9%82%D8%AF%20%D8
%A7%D9%84%D8%B3%D9%86%D9%88%D9%8A/Annual_Repo
.2019/5/10 « rt 2010 Arabic.pdf

2:\;)\&5\ B‘)\;ﬁ\ U’_i\cbaag\ )3)93 ‘2017c‘;\:\M\ ;LAAM LS)SJAM JL@AJ\ .6
2016 leaall 5 alull 33 g yall
.2019/5/30 ¢« http://www.pcbs.gov.ps/Downloads/book2388.pdf

dadial) aLai@y) 2013 ¢dali) ¥l daa Hlall 5 ) 5 é}o .7
https://mfa.gov.il/MFAAR/Informationaboutlsrael/Economy/Pages/e
.2019/5/30 « conomy%20-%20introduction.aspx

sl Jiia Y 5212015 ol (plald a8 oo .8

https://paltoday.ps/ar/post/238653/%D8%A7%D9%84%D8%AF%D9%
88%D9%84%D8%A7%D8%B1-
%D9%85%D9%82%D8%A7%D8%A8%D9%84-
%D8%A7%D9%84%D8%B4%D9%8A%D9%83%D9%84-
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http://www.pma.ps/Portals/1/Users/002/02/2/Publications/Arabic/%D8%AA%D9%82%D8%A7%D8%B1%D9%8A%D8%B1%20%D8%B3%D9%86%D9%88%D9%8A%D8%A9/%D8%AA%D9%82%D8%B1%D9%8A%D8%B1%20%D8%B3%D9%84%D8%B7%D8%A9%20%D8%A7%D9%84%D9%86%D9%82%D8%AF%20%D8%A7%D9%84%D8%B3%D9%86%D9%88%D9%8A/Annual%20Report%202008.pdf
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