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 5. Money Supply 1. Balance Of Payments 
 6. Absorption Approach 2. Current Account 

7. Elasticity Approach 3. Monetary Approach to the Balance of Payments 
8. Monetary�Approach to The Balance of Payments 4. Inflation Rate 
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�4!-8��qLq�/�3�<���3�a#�W���>N�&�2 br��r�sLnEXCH , LnCPI, LnM1s��
Pairwise Granger Causality Tests 
Date: 01/15/13   Time: 12:06 
Sample: 1352Q1 1389Q4 
Lags: 4 
        
 Null Hypothesis: Obs F-Statistic Prob.  
        
 LNM1 does not Granger Cause LNCPI 148 10.5772 2.E-07 
 LNCPI does not Granger Cause LNM1  10.571 2.E-07 
        
 LNEXCH does not Granger Cause LNCPI 148 8.39574 4.E-06 
 LNCPI does not Granger Cause LNEXCH  3.35469 0.0118 
        
 LNEXCH does not Granger Cause LNM1 148 4.92391 0.001 
 LNM1 does not Granger Cause LNEXCH  4.524 0.0018 
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�4!-8��qLq��/3�<���3�a#�W���>N�&�2 br�r�sLnEXCH, LnCPI, LnM2s��
Pairwise Granger Causality Tests    Date: 01/15/13   Time: 13:51    Sample: 1352Q1 1389Q4    Lags: 4        
 Null Hypothesis: Obs F-Statistic Prob.  
        
 LNM2 does not Granger Cause LNCPI 148 8.59509 3.E-06 
 LNCPI does not Granger Cause LNM2  12.7283 7.E-09 
        
 LNEXCH does not Granger Cause LNCPI 148 8.39574 4.E-06 
 LNCPI does not Granger Cause LNEXCH  3.35469 0.0118 
        
 LNEXCH does not Granger Cause LNM2 148 6.3902 9.E-05 
 LNM2 does not Granger Cause LNEXCH  5.15064 0.0007 
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�4!-8��q�q�/�4-2�_ #����!�;�>�	�&�2 b�3�(���!����
The variance decomposition of inflation rate(Ln CPI) 
Time horizon (quarter) 148 Observation from1353:1 to 1389:4 proportion of forecast 

variance explained by change in    
    S.E  Ln CPI  Ln M^s  Ln EXCH 
Model (1) (CPI,M1,EXCH) 
1  0.027258 100.00000 0.00000 0.00000 
3  0.055435 91.17999 3.99170 4.82831 
5  0.074775 95.06482 2.22541 2.70977 
10  0.108593 96.07073 2.30716 1.62212 
15  0.127003 95.40268 3.29493 1.30239 
20  0.138588 93.74630 4.86808 1.38562 
25  0.14666 91.69930 6.69648 1.60422 
30  0.152741 89.59373 8.610376 1.795891 
Model (2) (CPI,M2,EXCH)    
1  0.028201 100.00000 0.00000 0.00000 
3  0.055957 92.36640 3.36155 4.27205 
5  0.073337 94.80368 2.54489 2.65143 
10  0.101451 95.00170 3.07743 1.92087 
15  0.115489 93.02824 3.81712 3.15464 
20  0.12432 89.84521 4.88475 5.27004 
25  0.130592 86.48339 6.11943 7.39719 
30   0.135395 83.44126 7.462706 9.096032 
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