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The effect of inflation and the exchange
rate on bank liquidity for private
commercial banks listed on the Damascus
Stock Exchange

Prepared by:Mousa Ali Aied3. Supervision: Dr. Hussein Ali4

Summary
This study aimed to determine the impact of inflation and the

exchange rate on the banking liquidity of private commercial banks
listed in the Damascus Securities Exchange. Using the statistical
program (EVIEWS10), using the Panel data analysis, and it was
estimated using the fixed effects model. The study showed that there
is a long-term effect of a group of independent variables on the
liquidity ratio, there is a long-term effect with statistical significance
at a significant level of 5% of the inflation rate in the liquidity ratio
variable, as changes in the inflation rate adversely affect the
liquidity rate, and there is a long-term effect Statistically significant
at a significant level of 5% of the exchange rate growth rate in the
liquidity ratio.

Key words: inflation, exchange rate, bank liquidity, Commercial Banks,
Damascus Stock Exchange.

3-Master's student at the Faculty of Economics - Tartous University -
specializing in financial and banking sciences.

4- Scientific Supervisor, Assistant Professor at the Faculty of Economics -
Tartous University - Specialization: Mathematical Statistics
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Cress-Section Dependence Test

Series: LIQ

Null hypothesis: No cross-section dependence (correlation)

Sample: 2011Q1 201904

Periods included: 36

Cross-sections included: 11

Total panel observations: 396

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 1261.973 55 0.0000
Pesaran scaled LM 115.0804 0.0000
Bias-corrected scaled LM 114.9232 0.0000
Pesaran CD 33.99476 0.0000

-EViews galin clada @ jaaal
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Aphiial Auhal La Ladias (Second Generation)  JGl Jadl c)laal
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Panel unit root tests with cross-sectional dependence: Bai and Ng - PANIC
Series: LIQ
Date: 09/15/22 Time: 04:06
Sample: 2011Q1 201904
Cross-sections: 11
Balanced observations: 35
Total observations: 385
Deterministics: Constant and trend
Probabilities simulated using 1000 obs. and 10000 Monte Carlo replications.
Common factor: ADF unit root test
Null hypothesis: Unit root
Maximum factors: 6 (Schwert)
Factors selected: 1 (Bai and Ng: Average of criteria)
Lag selection: 0 (AIC with maxlag=10)

Value p-value

ADF t-statistic -2.45065 0.00000
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Null Hypothesis: INF has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=9)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.183491 0.0295
Test critical values: 1% level -3.632900
5% level -2.948404
10% level -2.612874

*MacKinnon (1996) one-sided p-values.

-EViews galin clajda 1 juaall

Lsine (sise e sl HLEAY) dglaay Allaa¥) dedl G pll) e B
e admil Jane jarie o) aaig asall i pdl) by o) adaies s %5

<5 gl
Null Hypothesis: EX has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=9)
t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.048501 0.0401
Test critical values: 1% level -3.632900

5% level -2.948404

10% level -2.612874

*MacKinnon (1996) one-sided p-values.
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Covariance Analysis: Ordinary
Date: 09/15/22 Time: 04:40

Sample: 2011Q1 201904
Included observations: 36

Correlation
Probability INF EX
INF 1.000000
EX 0.727943 1.000000
0.0000 -
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Lagrange Multiplier Tests for Random Effects
Null hypotheses: No effects
Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided

— Cross-section Time
Breusch-Pagan 4522.442 0.155322
(0.0000) (0.6935)
Honda 67.24910 -0.394109
(0.0000) (0.6532)
King-Wu 67.24910 -0.394109
(0.0000) (0.6532)
Standardized Honda 70.29914 -0.056355
(0.0000) (0.5225)
Standardized King-Wu 70.29914 -0.056355
(0.0000) (0.5225)

Gourieroux, et al.
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Redundant Fixed Effects Tests
Test cross-section fixed effects
Effects Test Statistic d.f. Prob.
Cross-section F 166.696854 (10,383) 0.0000
Cross-section Chi-square 664.307716 10 0.0000

-EViews galin claha @ jaall
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Dependent Variable: LIQ

Method: Panel Least Squares

Date: 09/15/22 Time: 05:56

Sample: 2011Q1 201904

Periods included: 36

Cross-sections included: 11

Total panel (balanced) observations: 396

Variable Coefficient Std. Error t-Statistic Prob.
EX 0.534063 0.207040 2.579516 0.0103
INF -0.548024 0.267892 -2.045691 0.0415

C 92.89706 1.818221 51.09227 0.0000

Effects Specification

Cross-section fixed (dummy variables)

Root MSE 0.272254 R-squared 0.813778
Mean dependent var 92.83181 Adjusted R-squared 0.807943
S.D. dependent var 63.27823 S.E. of regression 27.73124
Akaike info criterion 9.515273 Sum squared resid 294535.2
Schwarz criterion 9.645976 Log likelihood -1871.024
Hannan-Quinn criter. 9.567054 F-statistic 139.4735
Durbin-Watson stat 2.136008 Prob(F-statistic) 0.000000
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CROSSID Effect
1 -28.66138
-9.609013
-30.00123
-23.08557
-12.09890
-12.84336
1.048780
-15.07472
177.6343
-18.66474
-28.64413
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60
Series:Standardized Residuals
50 Sample 2011Q1 201904
Observations 396
40
Mean -7.84e-17
30 Median -0.005353
Maximum 3.938473
20 Minimum -2.787287
Std. Dew. 0.989523
10 III Skewness  -0.090275
Kurtosis 3.342756
o _--III II._- — —
-3 -2 -1 0 1 2 3 4 Jarque-Bera 2.476328
Probability 0.289916F
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Residual Cross-Section Dependence Test
Null hypothesis: No cross-section dependence (correlation) in weighted
residuals
Equation: Untitled
Periods included: 36
Cross-sections included: 11
Total panel observations: 396
Note: non-zero cross-section means detected in data
Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 31.08803 55 0.9962
Pesaran scaled LM -2.279917 0.0226
Pesaran CD 0.549675 0.5825

EViews galiy cilajha @ juaal)

%5 Aysine ssiuse o S LAY Ailany AdlaaV) adll G Jsaall (e LDl
s On gap bl dsay ade iy adall ) (miy of ekl
sl
(isalll Baga o ANVAS Aalgll clial V) e Aled) dphiinl 5 14y aunyl e
i) LRy« masall ol O ) Bl dphiial i Cua
e Jianiy ol Lloyyl il dam e slaeYL ADF sl aadi
A il

-

46



S O e usa 2023 ale 15 2l 45 aaall Gad) draly Alaa

. kAl Gsyﬂ‘ gﬁ\\y :Lu‘ i) Ll (15) Jea
Null Hypothesis: Unit root (individual unit root process)
Series: RESID011
Date: 09/15/22 Time: 06:07
Sample: 2011Q1 201904
Exogenous variables: None
User-specified lags: 1
Total (balanced) observations: 374
Cross-sections included: 11

Method Statistic Prob.**
ADF - Fisher Chi-square 55.3964 0.0001
ADF - Choi Z-stat -4.44455 0.0000

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.
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Panel Cross-section Heteroskedasticity LR Test
Equation: PANEL

Specification: LIQ INFEX C
Null hypothesis: Residuals are homoskedastic

Value df Probability
Likelihood ratio 753.6102 11 0.7159
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