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The role of economic variables indetermining the interest
rate for the countries of the European Union

D.NAEM .S .JAERIH

ABSTRACT

Each economic has a certain rate of interest and foreign
exchange depending on the degree of its development and
abilities so we find that’s two variables related between the
value of goods ,assets and wages in local market and its
equivalent in foreign markets, and emerge through this
relations alote of international relations and the ability of
transform capitals from country to another ,by interaction rate
of interest and foreign exchange conclude economic relation
with direct effect on foreign exchange follows between
countries and its equivalent interest rates and purchases power

inside economic .
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sla)) aae zasadl iy o clsiall Jidad S Cagas (2014)0le g
(1) dsaad) B LS a3l
¥ ) Al glaly claliai] 8 Al cihaatial) G ALl aass )
Aok Aulas gags CalaaY) g amy Clala®Y) gl Gl dead) 5L
Gl e gl wass B S @l JSdegna Al lubi aase
) e ol ol Bl e sl aladiuly ST OS5 it Al
Al Gl o3 aaen (A Basse A0 dubis oY) () dlil ¢ Ll ol
Ay @y, AT ) sbail e calidng opdli Ay b Aihide LK)
4ol b g Gl Gl (e a2l e, ol dsga L@y ) Jalial) (g5t
G IS8 aps Y el ol LY o3 adlyy AD L
il
e el Gaanls Alghall uail 5ol DA ey cellin) Glalll o3a o
oo 2SI YY), G pe Lpuany AulalSs Apabiatdl bl 6Ly (e aladY)
o o) G Gl G deie Al adlagiuly 3l el ADle
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Jsaally Sl ey Aladly aall mililly adimillS Gl ol i)
el mams (1)

(1) Jgaad
(%) s¥) Aasy) Jga B Aldadly aduailly S (g 52N au

. e
Uneididl | paistiinf | M 92 | suiah uu ER
FER|
11.6 1.6 3.3 1.554 1995
| 11.6 1.6 5.3 1.435 1996 |
11.6 1.6 4.2 1.541 1997
| 10.9 1.1 5.1 1.789 1998 |
10 1.1 5.7 1.065 1999
| o 2.1 4.2 0.923 2000 |}
| 8.3 2.4 55 0.895 2001 |
8.3 2.2 7.4 0.945 2002
| 8.8 2.1 8 1.131 2003 |
8.8 2.1 6.4 1.243 2004
8.6 2.2 7.4 1.244 2005
7.8 2.2 8.5 1.255 2006
7.4 2.1 11.2 1.37 2007
75 3.3 9.5 1.47 2008
9.4 0.3 3 1.394 2009
10 1.6 0.4 1.228 2010
10.3 2.7 15 1.395 2011

Auhl 3ae DS z35a) (3 fi5a e 4380 @iy #3501 (4o (GDP) slatiad 23 =
Db Caag (il Gaila OIS (e glad al 2ty laly claliatl (o G
i g sV Al Ao sana b ademil) 0pS GE) Glage )il g (galaaY)
claa) Aol il (e @l pape adai Galy il
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Sources: Eurostat and ECB calculations.

Notes: Annual data are calculated using non-seasonally adjusted
data. Eurostat’s second release of national accounts for the fourth
quarter
of 2012 (which includes the expenditure breakdown) took place
after the cut-off date for data for this report.

(1Percentage change compared with the same period a year earlier.
(2Percentage change compared with the previous quarter.
(3Including acquisitions less disposals of valuables.

(4lmports and exports cover goods and services and include
internal cross-border trade in the euro area. Since intra-euro area
trade is not

Baagll jia chlas) -

Sl el Dl el pand I AphEay) laa) G
(M)aidl (mes (ER)eups¥) alat¥) Joal Copall ey aliciall i)
G e Shllg( 2014 — 1995) saall Dla (Un)alladly (In) szl
o abloa)l Pla e @l saa (o juate IS JalSS 40y aaans S
Cagw a3l V) clloa) ol 233 (e a2l e (Unit Root Tests)sas sl
Test (ADF)) gusdl g S jlsd) @l oulidl alaial ay
Phillip — ) oo <uléd ladls (Augmented Dickey — Fuller
ol il jlady iy o(Perron (PP)
(el Aludid) hiiu) axe ) Basgll jda dgasy AN tasel) Ay -1
Alaludl hid) sl 3 3pap aae LG AL Gl Jie 2
i
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2l i e e (ER)ALL) il dudy & (ADF) JLad) adiay

p
Model (i)Axt = A.GE —1>_#HAGEt — j +1+ &t

j=2

p
Model (i)Axt = 2.GE —1> #AGEt — j+1+c + &t

j=2

p
Model (i)Axt = 2.GE —1>_ #AGEt — j+1+c+bt + et

2
(C)auls an o gl 8 IV z3salll e iy SE z35a) )
Culb aa e algal G Sl O candsall e il GBI £ 3l
il s AV Bodl Clua amig(bt) ey olail ey (C)
Ll am (Ho:@=1) :omeadl  ladl  au (OLS)id
Bangll 3 dga e 133 Agie aaall A cul MU (HI: @<1)
enaa Sally B e Al ALl (58 Ly
calidy adl V) 4ty (ADF)zisai o opai adinid (PP),Lady duallyy
Les Joulaidl ye ool iy ola¥l lae¥) hy b af s
dmles y maa Gl e by ((error sheteroscedastiques
Akl o dpmp e Xil5 (ADF) ial o agleall (heas(ADF)clslasy
& ¢«(Autoregressive(AR)) Al laaty) Adee Aaulsy salgie Aia)l)
salsie Al Abudadl o)) a5 Faasee ST il e 38 (PP) jlas) oo
ol 1y Autoregressive integration Moving (ARIMA)ile ddauls
Ladie Lows Y5 (ADF) jlial (e 33 sy Jumail asjlidl 5,0 4} (PP) jlaal
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Jumdll) Ol leal] alass) prey oyl Jla sl Lall aan 05
o) Gl oSa (2062007 Jad)) L(PP) sl s e slaey)
s U8 (el Anpa ) Baagll sda ae awanl (PP lasls (ADF)
(Ghassan and <Nl &30 u Dudll (Se Jaall 138 dgsas e
Salman,2009 : 26)
G Lot ol (5l (o Gale(0) B s cpiall SIS IS 13 —1
Colal) Ayl Ol g yla gl (S
gl z ) (el e ddbine @lagy Go cplelSie cilpriall (IS 13 -2
OlalSie e
Gkl L el clewd Aapdl e oplalSie @il g€ 1 -3
C A allaay)
Auhall das cbsiall saagll sda chladl &5l 1(3) 5(2) sl s
P ) Al oKy 3 (PP) Ll (ADF) Lol alasiuly

& s (PP) Lasls (ADF) jLad) 385 e leasean Biaill Judbd) o
(iii) (i) e(i) Oandsad) Gadas Ala & (5% )il die (V) 35
O Aide JalS dsa Adlaa) g 4l mo of oSa ey @l 4
- e Zapalls 3y Judld) IS o) Wl d ol dalall el pasiall

(2)ds>
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PP Test TestADF
Individu Individu
None Intercept al None Intercept al v
& Trend & Trend
Intercept Intercept

-2.4127 | -4.5328 | 3.83151- | 2.28727 | -4.5328 | 3.83151- | 1% L
N
2.6925- | 3.6731- | 3.02997- | 2.6925- | 3.6731- | 3.02990- | 5% | Y
T-—
1.9607- | 3.1021- | 2.22386- | 1.9607- | 3.0364- | 2.19577- _
statistic

2.6928- | 4.5329- | 3.83151- | 2.7089- | 4.5719- | 3.85738- L
% =
51 3

1.9601- | 3.6731- | 3.02990- | 1.9621- | 3.6904- | 3.04039- %
0.8564- | 1.8519- | 1.74776- | 0.5996- | 2.2050- | 2.10027- T._
statistic
2.6923- | 4.5325- | 3.18547- | 2.6958- | 4.5398- | 3.21241- (;) -
5 z
1.9601- | 3.6736- | 3.83151- | 1.9601- | 3.6736- | 3.85736- % -
1.0315- | 2.9135- | 3.02990- | 1.1778- | 3.1788- | 3.04031- T._.
statistic

1
2.6923- | 4.5325- | 3.8315- | 2.6997- | 4.5325- | 3.85736- c
% | S5
5 Z
1.9601- | 3.6736- | 3.02990- | 1.9614- | 3.6736- | 3.04031- % =
0.2588- | 0.6252- | 1.44084- | 0.2071- | 0.6252- | 1.94629- T._.
statistic

ALY o glal) dlaa

(EVIWS6) malip Ao dlaie¥h Ealdl dacl et jaadl
B)Js
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(PP)0s 2 ol a5 gl Jll Sy ADF) sl il
(L*differencetest)

PP Test TestADF
Intercept | Individual Intercept | Individual
None > None 2 Var
& Trend | Intercept & Trend | Intercept
-(*) -(*) -(*) -(*) -(*) -(*) 1%
2.6997 | 4.57159 3.85738 2.699 4.57159 | 3.85786 E
-(*) -(*) -(*) -(*) -(*) -(*) 506 —
1.9640 | 3.69814 3.04391 1.961 3.69814 | 3.04391
i ) 41990- | 4.155- ) 4.22061- | T — statisti
4.56408 | 5.08007 | 241990 35 | 405655 06 statistic
-(*) -(*) -(*) -(*) -(*) -(*) o
2.6976 | 3.17464 3.85738 2.708 4.61209 | 3.86751 =
- | ™ RS =
1.9610 | 3.69814 3.04039 1.968 3.71482 | 3.05169
3.1830- 457155 3.11318- 3.995- 416304 3.86484- | T — statistic
-(*) -(*) -(*) -(*) -(*) -(*) o -
2.6976 | 4.57159 3.85738 2.715 4.31010 | 3.92350 =
-(*) -(*) -(*) -(*) -(*) -(*) o 5
1.9640 | 3.69814 3.04039 1.964 3.75743 | 3.06585
7.8313- 11.6782 7.80801- | 4.200- 472836 4.02178- | T — statistic
-(*) -(*) -(*) -(*) -(*) -(*) o -
2.6976 | 2.80695 2.21416 1.961 4.80080 | 2.21465 )
-(*) -(*) -(*) -(*) -(*) -(*) o 3
1.9614 | 3.69814 3.04039 2.697 3.79172 | 3.04391
2.2870- | 4.5715- 3.85738- | 2.287- 397890 3.85738- | T — statistic

il e ) s (%)
(EVIWS6)zaliy o slaieVh caaldl dlach (e jaadl)

i) sUay) 5 JLas) —¢
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Bae b Gyt o Bl G et L LS sladyl ple b

Y 2 e (2000) A 3 sY) alad) Jgn 8 5 e ¢ e ol
Biw bl e o adia Laly ol Aidl @l b il e o aaiay
Aaleadl Pla e b maia g (Kag (slay) 2a0)daludl liadls (2001)

(285 2002 «o5yals amtly) sy aluw ):a0G

th == BO + let + B2Xt_1 + B3Xt_2 + Ut fen wae men e (4‘)

Aadll adiad Asleall 038 Ay collaY) i 2 3pai(4)Abled) o (3l
Glpiall Zalally LAY il sl psanall e ol el 2l
e Ay i ) e 8 ol A o) sl 3 ladll aa ey ABL)
- U NP ERT PRV PR R [Py [RCR LA VRS
Jsall ppaiall aoil) aall Apeal claY) o JLis) o Gald) adiags
385 o (4)dsanll b LS ubea Ll alasials i) unall (8 s A
S izl sl sl wasily (EVIWSE) Slas) malind)
«(SCHWARZSC) jlixes «(AKAIKEAIC) jluns 1,85 73541 & lealyol
Final ) Jledl sl e jlwas ((HANNANSQUINN HQ) lsss

.(Predication Error Criterion FPE
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(4)d s
(FPE , AIC , SC , HQ) saall 355 le Biall el 530y

VAR Lag Order Selection Criteria
Endogenous variables: Y X1 X4 X5
Exogenous variables: C

Date: 06/29/15 Time: 14:54
Sample: 1995 2014

Included observations: 19

Lag LogL LR FPE AIC SC HQ

0 -119.123 NA 4.999004 1296036 13.15919 12.99401
1 -73.7906 66.80612* 0.239768* 9.872702* 10.86685* 10.04095*

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

el Wadgs 5yaall cUay) s ) juin —*
EVIWS6 zalin Ao alaieVh Galdl slael (a1 jaadll

» ARad) Cfysiiallg AN e (S yidiall Jalgal) clylad) —a

osly (LaalS - dadl)olaal cles Glpdall delall ghladl clils
GRANGER - ) jlzal le (JOHANSON) jlial (s 3 ¢(pusilasa
b Ay aanl) spia il pe auliy 4 (@l pad) Jalsall (ANGEL
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1 e e sy Loyl e of Gy e aalls ey (e ST 25ms Alla
Dl Alls b Lo ofisall JelKal) ghaty (slend b LS dllia oS
dag ade Alla b adl 1) a3 elind) Jalall dylan d daeal 4l 1aag
eJsbally Lall e JIn clyriall (e Al AR (b 2y s JalSs
(JOHANSON) -5l cihyusiall G jidie Jal€s lia (I 13 Lo ypaaily
(20 : 2007 Axall) 3l aaall s Sle(ATrace) V) lasl
K
ATrace = —n > In(1— Ai)

i=r+1

(Maximum Zul<ll dedl las) (JOHANSON)- sl Lo Lamgiallss
(12 : 2013 ¢ paall):adlal) denall 385 AcEigenvalue) (AMax)
AMax = —nLn(1— Ar +1)

Gaall dedl ae AlS) dadll lad) dady A1 ladl ded Ol Wee
oaby Aapall Al (o ST Lseadll dedll cwlS 136 (Mackinnon)d
ahaiall (p didie JolSS asasy ABE Al Lyl datis adell duia)d
- e Sl

OF Baadl ) rgsilagal @il dalSill @ihlad) it (5)Jsaad) pasly
J sl dedll e 5S) Lgadl ATrace =(36.69); (124.37)ias
Coeaiall il Dl e (29.79) 5 (47.85) sl Alls Mackinnon
- Sl Joy!

(27.60) 5 (87.68) 5 = AMax 3l jlasy) dedl Zawill Jlall U,
(21.13) 5 (27.85)aalldls Mackinnon 1 Zajall adll (e 51 4 sundll
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Jsdy cpaall by e A addes SN U5V ouaanall Jial) e
charially il el cp @adall JalSall paalad) asas sf) doad) G
JalSall dsas 55 Aysiaall 28 i (Prob)idlaayl adll oy (Uil

o il
& Olsll) dpdall dalsil) Gl @l jauds (Sany ¢ giall Aaillas daiill odag
Jshal Aiie) 3ae M zan ¥ (AY) clyundly 58 e o (ashll aY)
sl gaaanl IS Auhall sae o) (ghAT )l Ayl i) Auiadl) 32l (e

Ahl Shaie G Y1 sk

(5)Jds>

(JOHANSON)AR o (3d 5 o & jidiall Jalsil) jLad

Hypothesiz Trace 0.05 Max 0.05
ed Statistic Critical Prob.* Eigen Critical Prob.*
No.of Value *  Statistic Value *

CE(S)

*None 124.375 47.8561 0.0023 87.6837 27.5843 0.0074

* At most 1 6 3 9 4
At most 2 0.0069 0.0052

Atmost3 36.6918 29.7970 27.7037 21.1316
1 7 0.3665 6 2 0.3005
8.98804 15.4947 0.6915 8.83063 14.2646 0.6915

9 1 1 0

0.15741 3.84146 0.15741 3.84146

8 6 8 6
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b S

Dy Al gl aillyy aals jarie€ il i Eq(Inf) Rl dlaledl)
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Aleall Jidh gl Cilpaiall ol Cumy (grine IS0 sV alas)
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Vector Error Correction Estimates
Estimation Method: Least Squares
Date: 07/06/15 Time: 14:00
Sample: 1996 2014
Included observations: 19

Total system (balanced) observations 76

Coefficient Std. Error t-Statistic ~ Prob.

Eq(ER) LOG
X1(-1) 0.681552 0.174914 3.896496  0.0002
LOG Y(-1) -0.158069 0.335941 -2.470526  0.0396
LOG X2(-1) -2.075219 1.955208 -1.061380  0.2924
LOG X3(-1) 0.803590 0.316178 2.541572  0.0134
C(5) 4.474359 3.037920 1.472836  0.1456

Eq(M) LOG
X1(-1) 0.144241 0.057239 2.519961 0.0142
LOG Y(-1)  0.440932 0.109934 4.010875  0.0002
LOG X2(-1) -1.127492 0.639827 -1.762183  0.0827
LOG X3(-1)  0.429985 0.103467 4155771  0.0001
C(10)  3.592167 0.994136 3.613354  0.0006

Eq(Inf) LOG
X1(-1) -0.002481 0.019790 -0.125371  0.9006
LOG Y(-1)  0.193011 0.038010 2.079229 0.0271
LOG X2(-1) 0.600919 0.221220 2.716388  0.0084
LOG X3(-1) -0.007706 0.035774 -0.215419  0.8301
C(15) 0.370883 0.343722 1.079020  0.2846

Eq(Une) LOG
X1(-1) 0.088831 0.097732 0.908927  0.3667
LOG Y(-1) 0.197167 0.187704 2.050417 0.0274
LOG X2(-1) -1.179780 1.092454 -1.079936  0.2842
LOG X3(-1) 0.531984 0.176662 3.011317  0.0037
C(20) 6.513379 1.697409 3.837248  0.0003
R-squared 0.717198 Mean dependent 5.288421

ALY o glal) dlaa
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Adjusted R-
squared

S.E. of regression
Durbin-Watson
stat

R-squared
Adjusted R-
squared

S.E. of regression
Durbin-Watson
stat

R-squared
Adjusted R-
squared

S.E. of regression
Durbin-Watson
stat

R-squared
Adjusted R-
squared

S.E. of regression
Durbin-Watson
stat

0.608428

0.391238

1.920713

0.885801

0.841878

0.595815

2.102201

0.886228

0.730161

0.206002

1.202000

0.731284

0.627931

1.017306

1.882700

var
S.D. dependent
var

Sum squared
resid

Mean dependent

var
S.D. dependent
var

Sum squared
resid

Mean dependent

var
S.D. dependent
var

Sum squared
resid

Mean dependent

var
S.D. dependent
var

Sum squared
resid

2.909617

43.09496

2.931158

1.498356

4.614936

1.280421

0.223462

0.551681

1.277895

1.667785

13.45385

s Shan¥l malill e alaeYL Gnlll slael ot jacadll
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