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Abstract
This study uses the Panel VAR methodology to examine the impact of globalization on the

effectiveness of monetary policies in a subset of Islamic countries. For this purpose, first,
changes in real per capita gross production and changes in inflation rate were estimated using
Hadrick-Prescott filter during the period of 2000-2019. In order to investigate the effect of
globalization on production changes and inflation rate changes, auto-regression panel data
pattern was used. Then, using the shock response test, the impact of globalization on the
efficiency of monetary policies in the economy of selected Islamic countries was analyzed. The
findings reveal that globalization, in conjunction with enhanced liquidity, induces shifts in
GDP, thereby diminishing the potency of monetary policy. Shocks stemming from the
interactive variable of globalization and interest rates drive fluctuations in GDP, underscoring
the diminished efficacy of monetary policy due to interest rates. Over the long term, alterations
in the inflation rate exhibit no discernible response to shocks from the interactive variables of
financial globalization, liquidity volume, and globalization combined with interest rates.
Consequently, in the extended term, monetary policy wielded through interest rates mitigates
inflationary shifts, underscoring the efficacy of the interest rate channel. Therefore, Islamic
countries can strengthen the mobility and transfer of foreign capitals to the country by
increasing the domestic interest rate, which with the entry of foreign capitals will strengthen
the domestic production capacities, followed by an increase in exports and an increase in
foreign investment, and in this way will lead to By strengthening the supply side of the
domestic economy, controlling and reducing inflation is achieved.

Keywords: globalization, monetary policy effectiveness, the ineffectiveness of monetary
policy, Islamic countries
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