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Abstract:

This research aims to examine the long-term equilibrium relationship, known as 'co-
integration,’ between exchange rates (LNEX) and economic growth, represented by gross
domestic product (LNGDP), over the period from 1970 to 2020, using the ARDL model. The
results show a positive relationship between exchange rates (LNEX) and economic growth
(LNGDP), where a 1% change in the exchange rate (LNEX) is associated with a
corresponding 1.7% change in economic growth (LNGDP) in the same direction.
Additionally, the study found a short-term relationship, with approximately 23% of short-term
deviations corrected over an estimated period of four years and four months.

Keywords: Exchange Rate, Gross Domestic Product (GDP), ARDL Model.
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Descriptive Stats LNGDP LNEX

Mean 10.23986 -0.257972
Maximum 11.06715 0.157729
Minimum 9.152602 -0.547110
Std. Dev. 0.532776 0.298044
Jarque-Bera 2.101408 7.690221

Observations 51 51

** normally distributed
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Series: Residuals
10 Sample 1972 2020

Observations 49
8 Mean 7.38e-16
Median 0.003093
6 Maximum  0.197218
Minimum -0.157993
4 Std. Dev. 0.069468
Skewness -0.006388
2 Kurtosis 3.534431
0 Jarque-Bera  0.583467

015 010 005 000 005 010 015 0.0 |Probability 0.746968C
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0.205862 Prob. F(2,43) 0.8147
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Test Statistic Value
F- statistic 8.675214
Significance 1(0) 1 (1)
10% 4.225 5.020
5% 5.235 6.070
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Test Statistic Value
T- statistic -4.150369
Significance 1(0) (1)
10% -2.570 -2.910
5% -2.860 -3.220
1% -3.430 -3.820
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Variable Coefficient Std. Error t-Statistic Prob.

LNEX 1.663357 0.167691 9.718452 0.000
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Variable Coefficient Std. Error t-Statistic Prob.
C 2.516015 0.595226 4.226990 0.0001

D 2011 -0.206679 0.078455 -2.634355 0.0118

D 2020 -0.368420 0.079763 -4.618921 0.0000
CointEq(-1)* -0.231234 0.054848 -4.215876 0.0001
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