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The Impact of Money Supply on Gross
Domestic Product in Syria:
A Threshold Regression Model Analysis

Abstract

This study investigates the relationship between money supply (M2) and Gross
Domestic Product (GDP) in Syria during the period 1996-2022 using a
Threshold Regression Model (TAR). The study employed a descriptive-
analytical approach, utilizing historical data from reliable sources such as the
Central Bank of Syria and the Central Bureau of Statistics. The stability of
variables was tested using the Dickey-Fuller (ADF) test, while the linearity
between variables was examined using a Cross-Correlation Test. The findings
revealed a non-linear relationship between money supply and GDP in Syria,
identifying two key thresholds: the first at 2,824,203 million Syrian pounds and
the second at 5,715,800 million Syrian pounds. The results indicated a strong
positive impact of money supply on GDP at lower levels, while this effect
became negative at moderate levels and disappeared entirely at high levels.
These findings emphasize that the relationship between money supply and GDP
in Syria is heavily influenced by complex economic and political conditions,
limiting the effectiveness of monetary policy. The study highlights the
detrimental effects of a weak financial system, political instability, and
constraints on capital flows, which impede the ability of increased money supply
to stimulate economic growth.

The study recommends setting a specific ceiling for annual increases in the
money supply, taking into account the level of liquidity in the economy and the
needs of production sectors. Additionally, it suggests directing any increase in
the money supply toward high-value-added production sectors like agriculture
and industry, controlling the issuance of new currency once the money supply
reaches an average level, and adjusting key interest rates to curb inflation and
reduce the demand for cash.

Keywords: Money supply, Gross Domestic Product, Threshold
Regression Model, Monetary Policy.
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scpdiall 4 Lt JLEAY Unit Root saagl) jia c)las) 1-2-2
13 Lo apanl axdiess Al Agliany) GHUEAY) (e desann b Bangl) Hia cllas)
iad s dangll Hia asede ) hLEAY) o8 2t Y ol e dyie) Alde culS
Agial) ALl cilS 13 LAl ALl Hlasi) Alalee A 1 (gsbs Adlgde o) A3
O (i 13 gl ose pe ol usd ) e Ll oy 3 e ggiad
G5 Al ) elad¥l (8 et Gigan den AL Led () ased o da3ll ALl
2 ALl lgiad () 32l ) Jead Lgild cBaay Hda o (gsian Al dlull)
Bfiase Ao}l ALuledl o ey 138 olaY) 3 5060 g
olaa) i) age oS0y dabidd) saagll i chlial gl e el cllia
s3a adid L aphall sl i sl Glyiie oY Dickey-Fuller (ADF)
Al Legll Qlua 489S & Qalias (Sl Gaagll jas agede lexpen LY
p AU saill e sangll s cahlial il i (Say L Laad

WLl b dajall dadll e ST WA dblaal) dadll cul€ 1y -

Baag s e gl 4l

A3l ALlid) (8 cdaall dadll e JBT LaadU dslaal) dadll el 1y -
al Cua Lchanall Jidad 488 Jea bl AA3Y saa ) s cahlad) aladia S
Aiaill Judlall et i aladin) Cand hyfie e dgiejll Alulull culS 13
Sal gz 31h ADF a5 i) dyiejl) Aludull desiil) ¢l e dabial
:(Paparoditis & Politis, 2018)

Ayt = ayt—1 + xt'§ + et

il e Ayl dpjieall Gl ill B (Ko AYE = YE — yE—1 G
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(325l )dx agay taaall dumjd) HO:a = 1
(Baxs)) J3x dgag ety duamd) Hlia < 1

oda o Y il s deagd sl dpmd Jl 8 4l (1979) sy S el
Cilisdd dapall ol 5lSlaags dplie il GEEL Ipaliy ccirgin b ayys Aslasy)
o S ST desene (1996 <1991) (Sl 38 .culimlly chliaY) alasl
o el Y ALY Ll S Aaudys Leilsan 5 Al ol (e 5lSkaall Cillee
P ads dapadl Hl— Sy Gl mawy lee BlSlall il 4] 5asle
Cagasall Laall saagd Tl Jld= (S SUR) 3piea apaay Gliall Jlaal
idasipe Alulul) culS 1Y) LAR(1) didee g Byle ALl ¢l 13 Ll mlla e
DR aghs ojslad w (Slelall Ll pall ol Jdel i @ly el cly
Gub oo sl Jle Bl ga90a maaaal oLy (ADF) ol jlgée S
S il il abie (3 Ty dilnly AR(P) e o Aluludl of (al
:(Dickey and Fuller, 1981) V) jlasil e el cailall
Ayt = ayt —1 + xt'§ + blAyt —1 + b2Ayt
—2+...+bpldyt —p + et

DLEa) axdies Wl Lkl canbal) g5 aae e (gasill Gl paaial dually
) Abay dayylal (1988) psyms peuls 158 Phillips—Perron (PP) Test
dwim Qs Ojme pall DF il dalas o PP gyl a6 L (A)kee
WERY) Ailany liall sl e Jlubudl) Bl i Y sy dabedl)
:(Phillips. and Perron, 1988) iilasy) Je PP lid) adiay

by = ta(L2y1/2 T(fo - yg)(se(&))
fo 21, /2

el Wadl) Jalas 5€(@) 5 gy 4l 0 @ Bawss (& L5 &l 8 @ Can

iy 88 il A gy (lal) S 38 Ul ol B sa fy 5 il
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:b.nb.m G\bﬁiﬁu M.JJMY a.\a‘gﬂ J.}A JL\.\A\ @Lu ( ) d\gd@

IV Gal aie & siuall 2ic

oS UA culd O (e .

:r’ <l ey e s :“4 LAY | @l i)

oladl sl oladl

t ded t dad t dad t dad t ded t dad
Alaay) | sy | adlaay! | dllasy) | dllaay) | dday
-5.684 -1.153 Phillips

- - - - M2

(0.008) (0.219) Perron
-2.727 ] ] -0.652 ) ] ADF- | oo
(0.008) (0.424) Fisher

@ e e (M2) gaiil) (el i
LA;A\ C._ﬂ.\l\ J.uu.qu\ u.\;& ‘JJY\ d)d\ e \

.EViews galin Ao alde¥h dald) aae) @ juadll

u\ L_A\ ah}l\ ).J; J\_u;\ C_a\_u ).\.u}.l
C"\m" LA.LLI (AmY\ a\}u.u

) Gl die Diss maayy o o) gsiudl die e e (GDP) Jlea)
253 Y Legdl im Lan cppaiiall SIS (8 ALaS) il apns ) a3 Ul
sl ) G e 3l o3 i 4 .Gl s pe Gl (gsine
G adla bt g5 Lee chliiall dpuladly alai®Y) Cagpally il A pm
Gl () gy JlaaY) Jaall il il aae (8 ¢ AT dma ey ol
Al e luad) e DU alaiely cali) cileUaill jsaxis ogypull JLaBl
b Al S A clubu sl gl oda aladiud clubud) alial (K4
salll et DA e Jla¥) Jadd) &l bl e S0 agiSah Ay
ety g2l (mpall 8 Saill g€l LS LAalny) cleladll aeay galaiy)
Gaiad e acl 1y il (mpell g & bl Jlal sy clis

il Hllae (e caailly ¢l
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sepial) o Aghadd) L) 3-2-2

aaty Jilail aadid ddlas) sl o cJaliall LlayY) sl cadaliiall Jalsy¥) Al
Aol aaly patie 560 ae A b3 a1 3L opptie Gn 3D
Cim o dadll Bl asie o ading adaliiall Lalay¥) L AT pate b cldl
bl cul 1) Ll JSE o bl e dic gane (4D Jia (S
el bt e Uaw aiin i€ 13y oGt Ual)) el Lols (b Uawi o
leie e cadaliiall Lliy) A bl el Wl L dad pe Uals)) el

: (Vorburge et al., 2011) radtil) dpsb)l Leally
R(D) = ) x(t) y(t +7)

t
L y(t+1)5x(t) 5(7) db xe ahalisd) Lls¥) Al & (R(T)) Caus

Al sae Gl o 58 L Legiy JalayV) Ay aball cppaiall dadll Judl
(7) ks cipal vie y(8) Al Alulud) ae x(8) Al Alulud)

el ¢ adaliiall BN LA gl £(3) Jsta

Sample: 1996 2022
Included observations: 27
Correlations are asymptotically consistent approximations
M2,GDP(-i) M2,GDP(+i) i lag lead
O O 0 -0.2419 -0.2419
O O 1 -0.2868 -0.1510
s I N 2 -0.3839 -0.0879
s I | 3 -0.3423 -0.0267
[ I | 4 -0.3648 -0.0380
s I I 5 -0.3826 -0.0207
[ . I 6 -0.4845 -0.0033
s I I 7 -0.4939 0.0383
s [ e 8 -0.5109 0.0480
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@il Gyl Gn pdaliial LS e ek cpagmall Sl eyl e sl
il o3 12022 ) 1996 e 55l s GDP Jleal) adl glilly M2
:(M2, GDP(=i)) Lalill alaliiall LoV AdaddUl 7 3laill Adlad i 8 aclus
O ) i () el el g adaliall Ll 8 Gagys Walids) ek
il saly xe Jlay) Jad) ol e B <G s M2 il el
bl Ls ) & 5S) Ualassl el :(M2, GDP(+)) apiill adalisal) Lol )Yy
S e LSl 0Ssy i M2 gaiil) (el o ) el (1) aed) 5ol pe
Aol alall il dpeal Y e bl o3 Ll Baly) die  MlaaYl sl

.GDP 5 M2 (yy 4Mall Julasl daulidl)

to iy Adial) igai 4-2-2

vie i S Aalai@y) Gl Caagl a3t ((TAR) 8)slaiall dgall =3ga
ute ()5S zalall (e psill 138 Agel) e dad o 2l "cilie” o Aipe Ll
<o el em o oSy G Olanay! o Luill Aubd) e oYl
o) 858 o ading TAR zligai .o0aa (fime (pme e Jslaty Ledic (g
) Oame e Jaay ladie ya LSl A0 Cand Apalai®y] Gl piall G 4801l
S 3 e e gsive ¢JEall i e o5 o) S Aial) 038 3a3a it
Chiial) G Akl 5 o Say Agal) sda piall jylaty Levie i) Jase
il JOdl Sy LEN ald JS5 3ade a5 S JS& gAY
Gualyy L(Yi & Xiao. 2018) alaill Juag clslu selan ) 4l dolaay)
Adlide ohal Jadi 3pi%e JIsd (o (ggind WY alae dauly TAR #3sai Jiii oSa

el il ded e plu zasaill (e

(gl) + ¢1(1)xt—1 + ot (pz()l)xt—p +e, ifz <r

Ve = .
éz) + ¢1(2)xt—1 + .+ ¢;()2)xt—p + €, if Z; >
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syl (A Jisal) il sa xp g () sl sl 8 Ul a4y das
RURUF | NURRPNE A UF P o Yot T IR PPRRINCASO N () R RIS
Ky (r) Aall Zady (057) COlalaall slad TAR z3sai Cilabea i (pau
Gaailly D Lalaall (g all Cilagyall dppla e cdiline (3)h Hladiuly @l Sl
Alaa) A Hlia) Jie ddglany) hlaal) aaaid JAdell 1 oo Sudl)
A diie dgagy delal) dac aaail

Aiall 73 el ol il 1(4) Jsan

Dependent Variable: GDP

Method: Discrete Threshold Regression

Sample: 1996 2022

Included observations: 27

Selection: Trimming 0.15, Max. thresholds 5, Sig. level 0.05

Threshold variable: M2

Variable | Coefficient | Std. Error | t-Statistic | Prob.
M2 < 2824203 -- 16 obs
M2 0.380367 0.015446 24.62499 0.0000
C 704076.6 19257.42 36.56131 0.0000
2824203 <= M2 < 5715800 -- 4 obs
M2 -0.170217 0.019130 -8.898053 0.0000
C 1554601. 81430.80 19.09107 0.0000
5715800 <= M2 -- 7 obs
M2 -0.002252 0.005432 -0.414518 0.6827
C 715848.2 48840.99 14.65671 0.0000
R-squared 0.985177 Mean dependent var 970814.7
Adjusted R-squared 0.981648 S.D. dependent var 269981.6
S.E. of regression 36574.02 Akaike info criterion 24.04519
Sum squared resid 2.81E+10 Schwarz criterion 24.33316
Log likelihood -318.6101 Hannan-Quinn criter. 24.13082
F-statistic 279.1521 Durbin-Watson stat 2.014506
Prob(F-statistic) 0.000000

Central _Jlo saieNL EViews]2 galin Glajhag dald) slae) : juaal)
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llls (M2) (gaiil) iyl (pu plad e Ao 35ns Adial) dgai il el
sl el iy Cfifie paat 5 38 LAy yen A (GDP) Jdlal) sl
Al oda Aapda e ()i
@8l () Gl die 1(Ae 5yl ke 2,824,203) V) Agall @
sl G iyl Ll ADle jela ((Aaadle 16) dAdall o34 (e JAYI
0.380 sl Lyl Jalee gy Gim ¢ Jlaay) ol alilly il
by g Akl o3 B gl Gapal) saly O e sdse s
L lea) Jadl malll b ddssale
@&l el Gligiee die (w3 mle 5,715,800) 4slll dgal) =
fe Al oty ADL e o(@laadle 4) dplilly N1 dial) o
&V g Aahidl sda 8 gl (el 30l G x Les 0,170 Jalas
cdlaay) el bl b alas
Gligiee die (3 Ld dysn 3pl ele 5,715,800) AA dslid) =
i aaly ALY Canal o(laadle 7) Agll Agall G4 gail) i yal)
e Ju lae <0.002- gaiill Gyl Jalae aly Cum agale JS5 355
Ul o baale OS5 o5 Y ddkid) oda 8 il (m gl saly
LAl
o B P ad pe hliad) man A gl (gl CBlales dygine i) el
e LS LA dalid) e L Wilas) dugiee el G ) ei W <0.05
U i e %98.5 s ey z3sadl) G Y (0.985) R-squared iag
Sl @l e gl (a6 G e sl eda i Ll sl
Yo gf suh LA Al < By elive e Gilidy dpee F e
Lol 0,85 38y5 Aans sie lysiase die Lo A0 ras) Latyy cdumidie Cilysius
tleie cdalse Bae ) oLl 13 (ghays Adlle Dl e
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Y il e Mo pUsi dgany aSaf dyyg 6 AalaiB) Cagylall m
O OSars ¢ saill 3l o e (gsinn o ST a8 el Ball (S
Z Y ssie 8 S s (e il ) D e Yy (05
G530 G 558 Laa ol iyl 5] 3 Allad yue Al Alpud) m
s by gail) Calaal (st (s gl (sl
phaill o cnSe IS0y (St Ay g (8 Bfnall e Al Cagylall
sall o gaiill Gyl 50 el OS5 i) Las cgabiail )y )
- gbaiy)
ol B daadicial) ddiad) clialga 1(5) Joan
Discrete Threshold Specification

Description of the threshold specification used
in estimation

Summary
Threshold variable: M2 |
Estimated number of thresholds: 2
Method: Bai-Perron tests of L+1 vs. L
sequentially determined
thresholds \
Maximum number of thresholds: 5
Threshold data values: 2824203, 5715800
Adjacent data values: 2237207, 5189867
Thresholds values used: 2824203, 5715800

Central o s\ EViews]2 galiy Glajhdag dald) slae) 1 jaaal)

< yaqgBureau of Statistics website: http://www.cbssyr.sy/
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Bai—Perron tests of L+1 vs. L ) cliall "ognmld Hlasl mi Pehe
o)l m Al 4 idie aaas ) (Sequentially determined thresholds
ve offiall waad & dgyee A (GDP) Jlay) JAsdl allly (M2) gaal)
) Cslul aladia) S e B gale 5,715,800 2,824,203
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0.05 Ao s ge 5 s el @l 22e5 0.15 4wy (Trimming)
G chaadl) 23ad Al @bl 8 oo szl of ) pbl sl el
) dgial) zsai i 8 aadd Ciliial) sdag ccihuiall Cp AD dagyh

tande Afiall 2aed (gae oy o g8

Bamia dde ygag cllad) :(6) Jea

Multiple threshold tests

Bai-Perron tests of L+1 vs. L sequentially
determined thresholds

Sample: 1996 2022

Included observations: 27

Threshold variable: M2

Threshold varying variables: GDP C

Threshold test options: Trimming 0.15, Max. thresholds 5,
Sig. level 0.05

Sequential F-statistic determined thresholds: 2
Scaled Critical
Threshold Test F-statistic F-statistic Value**
Ovs.1* 97.59395 195.1879 11.47
1vs.2* 39.11376 78.22752 12.95
2vs.3 2.616011 5.232022 14.03

* Significant at the 0.05 level.

** Bai-Perron (Econometric Journal, 2003) critical values.

Central  Jle s\ie¥y EViews]2 galin Slajhag Cald) dlae) @ jaaal)
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Bai-Perron tests of L+1 vs. L ) "gourgl ablos) g
o) o AR 4 ode a5 ) (S€quentially determined thresholds
Silgiall 038 yaat & 3 L Agyee 3 (GDP) Jleay! sl gililly (M2) sail
50.05 AN 5 xie (Sequential F-statistic) atall £ laa) PA e
0 oolidY) A dysieall F-statistic 4ad jui .0.15 ey (Trimming) "adal
il dsa ade e Juadl Giifie ol sasly dsie g Ol A1 VS. 2 vs. 1
cuffi ol Law (1 VS, 2) sasls dfie dgay (e Juadl Giisie 39as 3l (0 VS. 1)
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Threshold values:
Sequential Repartition
1 2824203 2824203
2 5715800 5715800

Central e ey EViews]2 galip Slajhag Cald) dlae) @ jaaal)
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s (M2) (said) el G 48D 8 idie wass ) "gs sl 0l el
s Osle 5,715,800 5 2,824,203 Laa ¢dyysw & (GDP) sy sl
Aaph 8 el Ll ol Afell zisad ol 8 Glell b3 aadid LA
Slo sl Gmpall 536 G ) lgal) sda il ¢ AT ey L chiial) (G A
Flll Adgise e @aailly Lgamll ajell Griwe e iy ol il

ipsall (Blod (oadall &35l e (BT

i 2
Series: Residuals
10 Sample 1996 2022
Ohbservations 27
8
Mean -3.81e-11
5 Median 3377.002
Maximum BET775.85
4 Minimum -96158.65
Std. Dev. 32869.65
2 Skewness -0.570250
Kurtosis 4,523255
0
- 100000 -50000 0 50000 larque-Bera 4,073815
Probability 0.130431

L Bloall bl &gl (2) e
Central Bureau  Jle Ny EViews]2 galin Glafay dald) dae) : juaal
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i Ll il g555 Ml %5 Lysine ssise e S 85 (0.130)
pof andg GBlsall I Ll
lloall (SIA Bl ) L) (7)) Jssa

Breusch-Godfrey Serial Correlation LM Test:

Null hypothesis: No serial correlation at up to 2 lags

F-statistic 0'35283 Prob. F(2,19) 0";96
. 1.0079 | Prob. Chi- | 0.604
Obs*R-squared 00 Square(2) 1

Central o saie¥y EViews]2 galiyn Glahag dald) slae) : jaaall
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Breusch-Godfrey Serial Correlation ) 'gase—isayd loal zil i

Threshold ) diall zigad g & A3 Llo) a9y e J (LM Test

s (Null Hypothesis) sl dumjill Jod o a8 .(Regression Model
(-Prob) adlaay¥) dedll ,uil cua ((lags 2) 2 il 4l 33 Lls)) assg
G ing 3a Uiliaa dysiee cad i) G 1) 0.6041 5 0.6967 (55l
lee zisall s & SN bV e e Al Vs Jalaill Coilih 73 gail)
tandy Gl (s (il HLEA) 0 g ghshs il 482 )

oBlsall ) il LA 1(8) Jsan

Heteroskedasticity Test: ARCH

F-statistic 0.8918 Prob. F(1,24) 0.354

60 4
Obs*R- 0.9315 Prob. Chi- 0.334
squared 64 | Square(1) 5

Central _Jlo saieNL EViews]2 galin Glajhag dald) slae) : juaal)
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g (o G b Lslad pe a5 pe ) (ARCH) "Gl sl gl udh
Null' ) 46D Az ydll Jod 23 3 . (Threshold Regression Model) 4l

Allaay) dedll o8 Cus ol A elad axe s aax (Hypothesis
a5 . Lilian dygine cud il G LY 0.3345 5 0.3544 55l 3l (.Prob)
olat pae Aaa g lad Vs sl 55e pa e gz 3gail) Bl opls O (S
g ish s Al A8y ) Lee ¢l

ABDle asms ae 251 Leilly Apulul) Al (b (S 4l Auhal) il el
Ol g Cua dAygu (b Jlaal) adll mlilly gamill (el o Ghad e
@l (mpall (g sk Ll Laagl a8 LADL o3 dapdh o ol Ol
Glgise die e LAl mual Loy die Laiiie Glgies xe 20 e
Aalsad) Alad L gane oeilial) oda (St Al Clygine die Lala &85 cilausgie
330 B3 (e n) Les cByfine b gl Caglag Clmia el Jl J dpal)
LB salll jiad e gl el

@l Gyl G AR Aaple agdl Aela 35 Auball sda gl o Gaald) gy
Aplaidy) Gl Jh 8 el dyse Bl B JaY) el mlll
Pl e cledlal Giad Ge Auball CiSa DU g Sa ) el Llully
o) ALYl AR oda Amgda b Al Clged) sty AL oda dapds aaal
A Gabail Gagyl J 3 JleaY) sl o) o gaiil) gl il s
Gyl A2 5 1 Ao dl) dumdlly Al dum il iy Aubal) Gl gy
cadl 5 o Jaay) Jaall @l il (mmll gu ha e WBle 3y o

3 Laa @Dl 028 8 (liic) Jsad Jalis asms gl yelds LAl o328 25mg
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el e oyil gaiil) Gyl diy (gl (mpall e Alle lygiue xie —4
S aaled s ) was il (el 8 sl gog Y
cadozill 32y (A aslad
Gl 530 A A g mped) Al dgana il Y i) 2 50l -5
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