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Abstract

Monetary policy is a crucial tool of the country to influence the overall
economy by affecting economic variables such as interest rate, inflation and

liquidity. However, any country's monetary policy is governed, which is the

type of exchange rate system used in that country. The International Monetary
Fund generally categorizes countries into different exchange rate regimes. The
main objective of this work is to explore the relationship between the
exchange rate system and the impact of monetary policy on economic
variables. This study focuses on four exchange rate systems commonly used
by various countries: the traditional peg system, flotation, free float, and stable
system. Four countries have been selected to study these systems: Jordan, New
Zealand, the United States, and China. In addition, three economic variables
have been selected as independent variables: the basic interest rate, inflation,
and gross domestic product (GDP). Various central banks depend on the
exponential basic interest rate to influence the interest rate in the market and
then influence the economy. Two dependent variables have been chosen:
inflation and gross domestic product. Inflation is considered an important
economic variable in any country, and central banks mainly target this variable
because it is related to the price rate, unemployment, and economic situation.
Finally, the gross domestic product has been chosen because it is considered
an important variable reflecting any country's economy. In this study, the work
relied on the time series analysis of these quarterly variables from 2004 to
2021, and two types of analysis were relied on. The first is the time series
graph analysis, and the other is the statistical analysis. The study concluded
that the basic interest rate affects the selected variables differently. From one
country to another, the state of Jordan has the interest rate affecting the most,
followed by New Zealand, China, and then the United States. The reason may
be due to several factors, the most important of which is the nature of the
economy, if it is advanced, emerging, or developing, and other factors.
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3 10.6 5.3 1.8 4.4 1.3 1.6 5.7 | 5.25 3.5 5 2.5 2004 /3
5 11.6 5.3 3.1 4.2 1.3 1.5 6.1 | 5.50 3 7.87 2.5 2004 /6
5.2 9.8 5.3 2.6 3.5 1.6 2.4 4.2 6 1.85 8.03 3 2004 /9
24 8.8 5.8 34 34 2.2 2.5 33 6.5 2.5 9.34 | 3.75 | 2004 /12
2.7 11.1 5.8 3 3.9 2.6 2.7 2.7 6.5 3 8.88 4 2005 /3
1.6 11.1 5.8 2.8 3.6 34 2.8 34 6.7 0.90 9.89 4.5 2005 /6
0.9 10.8 5.8 3.2 35 3.6 2.8 3.6 6.7 3.80 | 10.03 5 2005 /9
1.6 12.4 5.6 4.2 3 4.1 34 29 7 5.90 6.72 6 2005 /12
0.8 12.5 5.6 3.7 3.2 4.5 3.2 34 7.2 5 6.38 6.5 2006 /3
1.5 13.7 5.9 4 3 4.9 33 2.2 7.2 9.11 8.36 7.5 2006 /6
1.5 12.2 6.1 3.2 2.3 5.2 4 2.4 7.2 5.7 7.15 7.5 2006 /9
2.8 12.5 6.1 2.1 2.6 5.2 3.5 3.6 7.2 6.10 7.04 7.5 | 2006/12
33 13.8 6.1 24 1.5 5.2 2.6 3 7.4 7.2 9.82 7.5 2007 /3
4.4 15 6.5 2.7 1.9 5.2 2.5 34 7.8 33 1058 | 7.5 2007 /6
6.2 14.3 7 24 24 4.9 2 3.7 8.2 3.9 10.04 7 2007 /9
6.5 13.9 7.3 4 2.2 4.2 1.8 3.2 | 825 | 5.12 7.3 7 2007 /12
8.3 11.5 7.5 4 1.5 2.6 3.2 1.8 | 8.25 13 5.24 | 6.75 | 2008 /3
7.1 10.9 7.5 5 1.4 2 34 0.5 | 8.25 17 6.51 | 6.75 | 2008 /6
4.6 9.5 7.2 5.3 0.2 1.8 4 0.6- 8 18.22 | 7.45 | 6.75 | 2008 /9
1.2 7.1 5.3 1.7 2.5- 0.2 5.1 1.6- 6.5 7.5 8.58 | 6.75 | 2008 /12
1- 6.4 5.3 01- 3.3-1 0.2 34 23-| 35 1.2- 6.32 | 6.25 | 2009/3
1- 8.2 5.3 01- 4- 0.2 3 2.1- 2.5 3.1- 5.1 5.25 | 2009 /6

0 10.6 | 0.0531 | 01.6- | 3.1- | 0.1 1.9 13- 25 3.5- 5.16 | 5.25 | 2009 /9

1 11.9 5.3 1.5 0.1 0.1 1.7 0.6 2.5 1.5-- 7.68 | 5.25 | 2009 /12
24 12.2 5.3 2.3 1.8 0.1 2 1.8 2.5 4.30 3.88 | 475 | 2010/3
2.9 10.8 5.3 1.7 29 0.2 2 2.8 2.5 5 242 | 425 | 2010/6
3.6 9.9 5.3 1.1 3.4 0.2 1.7 2 3 4.2 1.39 | 4.25 | 2010/9
4.6 9.9 5.7 1.2 28 | 0.18 1.5 0.3 3 5.5 2.24 | 4.25 1 2010/12
54 10.2 6.1 2.2 2 0.18 4 1 2.5 4 3.2 4.25 1 2011/3
6.4 10 6.3 3.5 1.7 | 0.18 4.5 0.9 2.5 5 2.26 4.5 2011 /6
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6.1 9.4 6.6 3.8 09 ] 018 ] 53 22 | 25 4.2 24 4.5 | 2011/9
4.1 8.8 6.6 33 15 ] 018 | 4.6 31 ] 25 33 257 | 45 | 2011/12
3.6 8.1 6.6 2.9 2.6 | 0.18 1.8 31 | 25 3.6 3.08 5 2012 /3
2.2 7.7 6.3 1.9 24 | 0.2 1.6 26 | 25 4.9 2.98 5 2012 /6
1.9 7.5 6 1.7 26 | 0.2 1 1.7 | 2.5 5.1 2.9 5 2012 /9
2.5 8.1 6 1.9 1.6 | 0.2 0.8 271 25 6 2.6 5 2012 /12
2.1 7.9 6 1.7 1.6 | 0.2 0.9 1.8 | 2.5 6.8 2.2 5 2013 /3
2.7 7.6 6 1.5 1.3 ] 0.2 0.9 231 25 4.6 2.6 5 2013 /6
3.1 7.9 6 1.6 1.9 | 0.18 | 0.7 3 2.5 4.4 31 | 475 ] 2013/9
2.5 7.7 6 1.3 25 | 0.18 14 1.8 | 2.5 3 2.8 4.5 | 2013/12
24 7.5 6 1.4 1.3 | 0.18 1.6 33 1] 25 33 29 | 425 2014/3
23 7.6 6 2.1 25 | 0.18 1.5 2.9 3 3 3.2 | 425 | 2014 /6
1.6 7.2 6 1.8 2.8 | 0.18 1.6 35| 35 2.6 2.8 | 425 ] 2014/9
1.5 7.3 6 1.2 2.6 | 0.18 1 48 | 3.5 1.6 3.1 | 425 ] 2014 /12
1.4 7.1 5.6 01- 381018 ] 0.8 3.6 | 35 1.3- 33 | 325 201573
1.4 7.1 5.3 01 3 017 | 0.3 3.9 3 0.5- 2 2.75 | 2015/6
1.6 7 4.6 0 22 1018 ] 04 35| 25 1.2- 24 25 | 2015/9
1.6 6.9 4.3 05 1.9 | 0.2 0.4 3 2.5 1.5- 2.6 2.5 ] 2015/12
23 6.9 4.3 1 1.7 | 03 0.1 39 | 225 | 14- 2.3 2.5 | 2016/3
1.9 6.8 4.3 1 14 | 04 0.4 4 225 | 1.8- 1.9 2.5 | 2016/6
1.9 6.8 4.3 1.5 1.7 ] 05 0.4 4.1 2 0.6- 1.8 2.5 | 2016/9
2.2 6.9 4.3 1.9 2 0.6 0.4 34 | 1.75 | 05 2 2.5 | 2016 /12
1.8 7 4.3 2.6 19 | 0.7 2.2 32 | 1.75 | 45 24 3.5 | 2017/3
1.5 7 4.3 1.8 2.2 1 1.7 34 | 1.75 | 3.7 1.9 3.7 | 2017 /6
1.6 6.9 4.3 2 23 | 1.25 1.9 35 | 1.75 | 25 1.9 3.7 | 2017/9
1.8 6.8 4.3 2.2 2.7 | 1.25 1.6 4 1.75 | 3.2 2.1 4 2017 /12
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2.5 6.9 4.3 24 3 1.75 1.1 3.6 1.75 4 1.9 4 2018 /3
2 6.9 4.3 2.9 33 2 1.5 3.7 1.75 5.1 2.1 4.2 2018 /6
2.5 6.7 4.3 2.7 31 2.25 1.9 31 1.75 5 2 4.2 2018 /9
2.1 6.5 4.3 2.2 23 2.25 1.9 34 1.75 4.4 1.8 4.5 2018 /12
2 6.3 4.3 1.9 2.2 2.5 1.5 2.9 1.75 2 2 4.7 2019/3
2.7 6 4.2 1.8 2.1 2.5 1.7 2.2 1.5 0.4 1.7 4.7 2019 /6
3 5.9 4.2 1.7 2.3 2.25 1.5 2.7 1 0.1 1.9 4.2 2019 /9
4.4 5.8 4.1 2.1 2.6 1.75 1.9 1.8 1 0.2 21 4 2019 /12
52 6.8- 4.1 2.3 0.6 0.25 2.5 0.1 0.25 2 1.3 4 2020/3
3 2.3 3.8 0.6 9.1- 0.25 1.5 10- 0.25 0.2 3.6- 2.5 2020 /6
22 4.9 34 1.3 2.9- 0.25 1.4 1.4 0.25 0.2- 2.2- 2.5 2020 /9
0.2 6.5 3.75 1.4 2.3- 0.25 1.4 0.1 0.25 0.1 1.6- 2.5 2020 /12
0.4 18.3 3.75 24 0.5 0.25 1.5 2.9 0.25 1 1.6- 2.5 2021/3
1.1 7.9 3.75 5.4 12.2 0.25 33 17.4 0.25 1.7 0.3 2.5 2021 /6

lall
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3 gLl Aniy AN 1 U Bl Jaee iy 5 38 sl
Alia () 6 Ladind ramua (uSall 5 adiaill 5 sl il Jaze
Glidl o 58y 5 adaill g Maa¥) Al il 8 pS gl
pdaail) 5 sl il Jaee Gl 53 Jane ad o (5 3S all
=Sl Ll ol ) 58 o)) ey s (L aasL laal

52

(WWW.cbj.gov.jo) Y (s 38 sl i)

. (www.rbnz.govt.nz) s ) saill (5 38 yall il

(Wwww.stats.govt.nz) a3 ) s Glibas)

.(www.federalreserve.gov) S ¥ Il eludl

Joabai®y) cdldaill 3 y5la ¢ Ay a3 Hladll ) g
.(www.bea.gov)
(Www.pbc.gov.cn) siuall (5 3S yll i)

(www.stats.gov.cn) (mall Glibas 3 il gl oSl



http://www.cbj.gov.jo/
http://www.stats.govt.nz/
http://www.federalreserve.gov/
http://www.bea.gov/
http://www.pbc.gov.cn/

58-41 2023 ¢ 2 :a3all 113 : alaal) sl 5 4 ya¥) aslall Hiall dlne PN

preafll Pl sl Ghaty LU e O YV (F) JLE) s (1)
4ty (0.398) apasill el oy 3 Jua e aaly oS
i 12y ad il Al (0.372) 5 (Alaa V) (sl milall
Ll Aan ¥ Jalaill 5 Slad) a1 Jalas cplilasl (38 5 Ll

cAbad) A Jall i g aaal) dpua 8 (b )5 g

ALY 50 b 320 Jamay Adlatall (5 )Y
LJL‘A(SSM-\“ ‘5.1.3)\}“

Jara g plaas¥) g Ll ¥ A8de Jhad (3) Jsaall Ll
e llia o Ay il 5 laall il 5 s 50
Y (p- value) Al U 4 sine A1V 3 4l Lol )

20 —

16 -

12 -

2004 2006 2008 2010

2012

2014 2016 2018 2020

| —0— GDP —e— INFLATION —— INTEREST |

A Y1 ASLaall b il Jana s llea¥) laall il s oliad) 525080 Jonal i 31 ALl Sladl a3l Jiay (1) JS

Al
(3) s
admill 5 daall il 5 i) 5230 Jame (p lasiV1 5 Lol Y1 A8e Jiad
—siall | il Prob(F- F-|F 4. Prob(t- -]t s Std. .
R2 . Coefficient
Jituall el (statistic | statistic Al gasll (statistic | Statistic | %yl |  Error oetieien
interest GDP . 3%; 0.00000 | 41.988 0.00000 |  6.479 0.201 1.305
— ' 1.3519 1.658
niation 0372' 0.00000 | 36.999 0.0000 |  6.082 0.257 1.564

Laaind lasil) ) poatiall 5 —ula¥) 8050 Jama o dpile
oy s il g Maa¥) Al il & Galads) ollia o S,
gl ) day ) Al 138 33l Jama (anddy (5 S jall i)
O3S Levind o im (uSall g ad il 5 sl il Jana
osiys a5  Jaa¥) sl il 35S ol ) @l
) sl Jaee L 5230 Jame qd 5 5S pall Gl
Gl ) 58 () iy 13 5 palaasL laaly sl
b 3 el 52 Jamay Adlaiall (a3 3 sail) (5 3K all

Ll IS5 slasy)

53

205 a8 il aa pba ) Qa2
Ll el 3l Jaaal Sl as Hl Qg (2) JS3
A il die g A ) g A skl Jaea g JlaaV) sl
2008 ple A1 2004 (o Baall () ddaadle ¢Sy Sl ans )l
el gl g oL ;WL A AT ) 3038l Jaaa (LS
b OalaaiVL 1aa a3 sl el 8 el ) lagdy o) adiaill
Ae llia (o)) 3 A all cuatsadll A6 13Sa 5 2009 e
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4ty (0.301) sl Jaloa oy 3 Juai e aaly oSU
i 12y ad il Al (0.221) 5 (Alea V) (Aaall milll
L) ilan ) sl y Sl a1 s ol 58 5 L)

ALl A Jall i g aaal) dpua 8 ad )5 g

Jase G JlasiVi gl W A8de Jiad (4) dsxall L
e @llia ol Bl g admill 5 ol il 5 a5
Y (p- value) Al U 4 sine A1Va <3 Al Lol )
ol sl aie 38a% Ll ) e ol I (F) sl (t)

2004 2006 2008 2010 2012 2014 2016 2018 2020

| —o— GDP —e— INFLATION —— INTEREST |

5 A B skl Jaa s e W) el il g o) 5508l Sl e 30 AL Sl el i (2) S
(4) ds>

adaill 5 ) il s a1 58 Jia o lani¥) 5 ol Y1 A Jiad

NETYU TN 2 Prob(F- F-|F 4.8 Prob(t- -]t Ad Std. Coefficient
Jisall k] (statistic | statistic A saall (statistic | Statistic | 3dsxsll | Error
interest - GDP 3‘001' 0.1520 | 2.091 0.1524 | 1446 0.112 0.163
—— 1.3519 1.658
nilation oy | 0:00000 | 18722 0.0001 | 4.327 0.053 0.233

Ao Wlin ) i 1o g Bae da pdailly el il
Y Ll Y St (il 5 o) 55 Jane (o A
el e 8l Juae liag Lail 5 el 30 JS Ciaas
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1 5 adaill Al (0.221-) 5 Slea¥) o) il

6 -
8_
10 O N T T O R B T B T B B
2004 2006 2008 2010 2012 2014 2016 2018 2020
| —— GDP —— INFLATION —— INTEREST |

sasiall LY g 8 admil) Jana s M) ) il 5 a1 5280800 Jamal Ane 1 Adal) L) ans Sl iy (3) S

(5) Jds
admill 5 daall il 5 a5 Jame (p lasiV1 5 Lol V) A8Me Jiad
el | il 2 Prob(F- F-| F 4. Prob(t- t-]t 4| Std .
" . R .. L. . L L . Coefficient
Jaiall aull (statistic | statistic | 4dsall | (statistic | Statistic | 45l | Error
interest GDP 20.242 00139 | 6377 0.0140 | 2.525 0.158 0.401
— 13519 1.658
niation 0224 | 0.00000| 18.620 0.0001 | 4315 0.089 0.386
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2010

2012

2014
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2020

Jara G plaas¥) g Ll ¥ A8de Jhad (6) Jsaall Ll
e llia o Ay il 5 laall il 5 s 50
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: R? Prob(F- F-|F 43| Prob(t- t-]t  Aed Std. | Coeffici

el & (statistic | statistic ddsaall | (statistic | Statistic Al Error ent

interest GDP 0.220 | 0.00005 | 17.720 0.0001 4326 0.294 1274
Inflation 1.3519 1.658

0.248 | 0.00001 | 21.781 0.0000 |  4.667 0164 | 0.766

56




58-41 ¢2023 ¢ 2 ;2221 13 ; alaall coabaidyl g 4y jlay) ?JS"“ il dlae K\RYN

O ) (e Bae day a5 (0 95 L 138 o Laa3ls
Hhals bl 1 G el 5 el S5 08
- Addland 5l clalaiy)

3aslall di.ux)ﬁuul_s e 3l cppaall Ay gean Wal -5
Ol dals el g e Al ) ol e & i)
Crmal) 3 g Lay ) g ¢ B3 gana o 323 Jama clolss
JSly il e adiad (poall 4 ) e o) ()
e Lgia ) Joalsmn il joa il o5y
.Ls.d\}é\_\j}\)_“ J\}.AS\ )\.z_ubu;‘ﬂ\ g_n;anS}JY}.ﬂ\
ld il g A gall ClEMall

Cila gl oL

s Al g guimge J s bl ) S a sy -]
LS Y 5 SLmBY) 8 dsa) (e Led Ll iyl
S 85 i) el gal) adl (g oyl
sl

3 el b el il e ol ) 22
ol Aaniall &5 5yl piais ¥ g SaB Canilia
S S pa Y L g Aol a1 g i) e
e ieeall Al el (ns b

Ol ALy 8 Sige culaV) sl Jarae 5 S 23
A1 ity Le 138 5 g gita s il Cltian (3 gos ollay ol
R

: )JLAAS\

1- Brian Kingston (2006)' The Mexican Peso
Crisis: Exchange Rate Policy and Financial
System Management' Carleton University
September 15, 2006.

2- Gray Simon and Talbot Nick ,"Monetary
Operations",Bank of England 2006.

3-Holstan, K. ,T .Laubach and J. C. Williams
,2017 , Measuring the natural rate of interest
:International trends and determinantes , Journal
of economics >

3- Karl Habermeier, Annamaria Kokenyne ,
Romain Veyrune, and Harald Anderson ' Revised
System for the Classification of Exchange Rate

57

&) Caal)

Glaa ¢il) g clalitiuy)

clalingy Yl

8 pa pru il sae galai AdA Al Jea o) -]
2 o5 LS LS gall a8l (5 s2im Lgdia il 5
Al HLaR3 3 50 JS ) (e il Aalaiy) A e gul)
12a 5 ALY Ll 5 La Ll Gl e oy
Ml AUl jaad o) Jaad o) S A2 6 ) (S
laabeaii) iy

(6 5 all i) (s Fpa gl Ao V) ASLeall Gpully 2
IR e laBY) 8 da pale S0 gy )Y
Jada g adaill g JleaW) Asall Ul e o i
o S UK oSty i V1 5l o e
sl JSIL g 3 SLaBY)

il e ol 3 ain Ll 23303l il 3
oY) 325 Jama ol Al jal) s jela) 3By gaal)
gy Lay g S ISy Al pall Ol jopaie (0 S5y
Gl 8 Al (3) ) g SLaBY) gl ) i)
A gall

33l Janal el 5 Ll @l sasidl LY S & 4
O S Ll Y1 ad il g el il b s

Arrangements ' IMF Working Paper , September
21, 2009.

4- L. G. Burange and Rucha R. Ranadive (2011)'
The Evolution of Exchange Rate : Regimes''
working paper UDE 36/09/2011.

5- Michael D. Bordo (2004) 'Exchange Rate
Regimes for the 21st Century A Historical
Perspective' WORKSHOPS NO. 3/2004.

6- Michael D. Bordo (2017)'An Historical
Perspective on the Quest for Financial Stability
and the Monetary Policy Regime' Economics
Working Paper 17108.

7- Ronald I. McKinnon (2012) 'AssociationThe
Rules of the Game: International Money in



58-41 2023 ¢ 2 :a3all 113 : alaal) sl 5 4 ya¥) aslall Hiall dlne PN

Historical Perspective' Journal of Economic 9- Annual Report on Exchange Arrangements
Literature, Vol. 31, No. 1 (Mar., 1993), pp. 1-44. and Exchange Restrictions 2017 , International
American Economic AssociationStable. Monetary Fund

8- Stanley Fischer (2011)"' Exchange Rate
Regimes: Is the Bipolar View Correct'.

(www.cbj.gov.jo) ) s 3S sall el 210

. (www.rbnz.govt.nz) 233k sl (5 3S yall il -1 ]
(www.stats.govt.nz) 1255 ) 0 Glilasl-]12
.(www.federalreserve.gov) S ¥ Al elidl 213
(www.bea.gov) 4ba®®¥) COlladll 5 jla ¢ 48 V13 )l 3 )1 55-14
(Www.pbe.gov.cn) sinall 5 3S yall il .15

(www.stats.gov.cn) gmall dlibas3l il CiSall .16
(www.Investopedia.com)-17

58


http://www.cbj.gov.jo/
http://www.stats.govt.nz/
http://www.federalreserve.gov/
http://www.bea.gov/
http://www.pbc.gov.cn/
http://www.stats.gov.cn/

