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Source: World development indicators (WDI), global development
finance, world bank (different issues).
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1*'difference Level
Prob. t-Statistic Prob. t-Statistic
0.0000 -8.515 0.0002 -4.811 Inflation rate ()
0.0000 -7.287 0.8509 -0.6491 interest rate (r)
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
F-statistic 7.707930 10% 2.63 3.35
k 2 5% 3.1 3.87
2.5% 3.55 4.38
1% 4.13 5
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ARDL Long Run Form and Bounds Test
Dependent Variable:
D(INFLATION_RATE)
Selected Model: ARDL(1, 3, 0)
Case 2: Restricted Constant and No Trend
Date: 02/15/21 Time: 14:25

Sample: 2016M01 2020M12
Included observations: 56

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C 1.325667 0.692661 1.913876 0.0615
INFLATION RATE(-1)* -0.706491 0.129307 -5.463668 0.0000
DISOUNT RATE POS(-1) -0.093090 0.077419  -1.202427 0.2350
DISOUNT RATE NEG** -0.004948 0.052144  -0.094890 0.9248
D(DISOUNT RATE POS) 0.643718 0.313341 2.054372  0.0453

D(DISOUNT_RATE POS(-1)) 0.095258 0.319174  0.298451 0.7666
D(DISOUNT_RATE POS(-2)) 0.653870 0.289878  2.255672  0.0286
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Jushall Ja¥) B cilalaall pas 1(1) Jgand)

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.

DISOUNT_RATE POS -0.1317640.106620  -1.235837  0.2224
DISOUNT_RATE NEG -0.0070040.073975  -0.094674  0.9250
C 1.8764090.890666  2.106748  0.0403

EC = INFLATION_ RATE - (-0.1318*DISOUNT_RATE POS -0.0070
*DISOUNT_RATE NEG + 1.8764)

EViews 10 gl Gla jaa (e 1 jiaall
:Uail) sl i gal pali - Y
die A gina g Adlas (-0.706) Jolaall A Gf Lhadl) masias Tise gl ek
Gl el (8 sl Jane ()31 55 (8 VDAY 5 ) paiV) o iy 138 5 %) (5 sie
(S Jaall dain g Le 98 5 ¢9%470.6 Ay Ml jelll & dssial oy
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ECM Regression
Case 2: Restricted Constant and No Trend
Coefficien
Variable t Std. Error t-Statistic Prob.
D(DISOUNT RATE_POS) 0.643718 0.275418 2.337240 0.0236

D(DISOUNT_RATE POS(-1)) 0.095258 0.294699 0.323237 0.7479
D(DISOUNT_RATE POS(-2)) 0.653870 0.261950 2.496165 0.0160

CointEq(-1)* -0.706491 0.123511 -5.720085 0.0000
R-squared 0.471735  Mean dependent var 3.97E-17
Adjusted R-squared 0.441258 S.D. dependent var 1.526255
S.E. of regression 1.140861 Akaike info criterion 3.170193
Sum squared resid 67.68137 Schwarz criterion 3.314861
Log likelihood -84.76542  Hannan-Quinn criter. 3.226281
Durbin-Watson stat 1.832532

* p-value incompatible with t-Bounds distribution.
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Glaleal 4y 5lie daa el Glavall Glalae CilS 1Y) Lo ladly LAY 13a o 68
Al Bl ey adadll Jaee G AR o Al e 8 Y AT AL Gl
sie 4y 5ina Ll (5l Prob=0.0492 4ad o ) z3saill @il cilia iy ulad je of d4ad
Lyl i Las «C(2) =C(6) gi e sal s paall (il ) e Le <905 5 s
e ABle Legiy Al ) (o) cJilaia pue il sl Jare e 320 jan 86

t Ul Jaall anim sy Le 585 dpdad

Wald Test JLia) gt () Jyaal)

Wald Test:

Equation: NARDL

Test Statistic Value df Probability
t-statistic 2.017084 49 0.0492
F-statistic 4.068630 (1,49) 0.0492
Chi-square 4.068630 1 0.0437

Null Hypothesis: C(2)=C(6)
Null Hypothesis Summary:

Normalized Restriction (= 0) Value Std. Err.

C(2) - C(6) 0.648666 0.321586

Restrictions are linear in coefficients.
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Abstract

This paper provides empirical evidence for the asymmetric effect of
interest rate shocks on the rate of inflation, through monthly data from
January 2016 to December 2020 for both the interest rate (discount rate)
and the inflation rate, and by using Nonlinear Autoregressive Distributed
Lag (NARDL) model, the study concluded to the following results: First:
The relationship between the interest rate and the inflation rate is a non-
linear relationship, which means that the effect of positive interest rate
shocks differs from the effect of negative interest rate shocks on the
inflation rate, as this was proven by the Wald Test.

Second: The relationship between positive shocks to the interest
rate and the inflation rate in the short run is a positive and statistically
significant relationship, with a parameter of 0.64 at the level of 5%
significance, but this relationship becomes insignificant when there is
one slowdown period. But in the long run relationship is not significant.
Third: The impact of negative interest rate shocks on the inflation rate is
not significant, either in the short run or in the long run. Fourth: The
higher the value of the dynamic multipliers for positive shocks than the
dynamic multipliers of negative interest rate shocks.
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