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Estimate the relationship between inflation and unemployment in Kuwait
using Granger Causality

The current study aimed to measure the relationship between inflation and
unemployment in the Kuwaiti economy during the period (1990-2019). By
Granger causality, the study showed the existence of a causal relationship -
according to Granger's concept - that moves from the inflation rate towards
the variable unemployment rate at a significant level of (5%) This means
that there is a probability of (95%) that price changes paid by consumers
(inflation rate), precede changes that occur in the unemployment rate
variable. In contrast, the results confirmed the absence of a relationship of
this kind in the opposite direction.
Keywords: Inflation, Unemployment, Phillips curve, Output, Kuwait.
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ACINF

Date: 05/01/21 Time: 12:50
Sample: 1990 2018
Included observations: 30

Autocorrelation

Partial Correlation AC

PAC  Q-Stat

Prob
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90 92 94 96 98 00 02 04 06 08 10 12 14 16 18

=

Hnﬂﬂﬂﬂnﬂﬂm

=

[

=
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0.420
-0.025
0.057
-0.003
0.015
-0.080
-0.272
-0.184
-0.105
10 -0.284
11 -0.265
12 -0.159
13 -0.194

(=R S N Y

14 -0.079
15 -0.052
16 -0.027

0.420 58314
-0.244 58525
0.222 59676
-0.187 59679
0.180 59763
-0.286 6.2297
-0.082 9.3066
-0.064 10777
-0.070 11.282
-0.300 15147
-0.004 18585
-0.200 20035
-0.138 22155
-0.086 22528
-0.187 22699
-0.008 22750

0.016
0.054
0113
0.202
0.209
0.398
0.231
0.215
0.257
012y
0.067
0.066
0.053
0.068
0.091
0121

"dinf " Aududl Jgd S e LAA) il 101 J g2

Al -t -t Clalza Hﬁ s ) A Gé}uﬂ
Uganall | Lguaall | laady) I T VER T R W
(5%) sUadS
2,81 | -6.623 | -1.438 | § | aamy
3,14 | -047 | -0.02 |2 P=0 | (3
3,52 | 034 | 030
"Dinf "l 14
B i 2,56 | -5.86 )
11406 | V' | way | P20 | (2)
293 | -0.63 | -033 | ¢
195 | =589 | -1.12 | @ | w»=Y | P=I (1)
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ACCHOM

Date: 05/01/21 Time: 13:00
Sample: 1990 2019
Included observations: 20

Autocorrelation

Partial Correlation AC

PAC

Q-Stat  Prob

P T O S
A T

DI

@

|
|
|
|
|
|
9 92 94 9 98 00 02 04 06 08 10 12 14 16 18 1
|
|
|
|
|
|

Oooom

eviews.10

O==d[]

]

0.420
0.378
0.338
0298
0272
0.316
0.2231
0.160
0.099
10 0.035
11 -0.026
12 -0.0456
13 -0.101
14 -0133

=R L R T Y

16 -0.125
16 -0.123

0.420
0.244
0.149
0.087
0.063
0.137
-0.009
-0.067
-0.086
-0.100
-0.112
-0.077
-0.091
-0.065
0.005
0.037

58404 0.016
10731 0.005
14782 0.002
18.057 0.001
20894 0.001
24899 0.000
27.119 0.000
28.238 0.000
28.686 0.001
28745 0.001
28781 0.002
28.895 0.004
29476 0.008
30.545 0.006
31.652 0.007
32588 0.008
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(TR(0) = 36.5734 >t = 15,49471)
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Date: 05/01/21 Time: 13:12

Sample (adjusted):. 1993 2019

Included observations: 27 after adjustments
Trend assumption: Linear deterministic trend
Series: DINF DCHOM

Lags interval {in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

MNao. of CE(s) Eigenvalue Statistic Critical Value ~ Prob.*
None * 0.666751 36.57346 15.49471 0.0000

Atmost1* 0.225631 5.904080 3.841466 0.0086

Trace testindicates 2 cointegrating egnis) atthe 0.05 level
* denotes rejection of the hypothesis at the 0.05 lavel

eviews.10 gl Gla o S cifialdl 58] G 1 jcaal

= olial Jgaad) 8 da i gall LIAY) 10 il 1 alied) 4513 daddl) sl
el Bl A8l ) Qi) B 8 a5 i ¢l Gl ) (5355 5AY)
1S (Ol il

{max(0,1) = 29.66938 > t2%° = 14,26460)

Ol iall JalSill palial) 4130 daddl) JLGA) guil ; 04 92!

Jnrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypathesized Mas-Eigen 0.05
No.ofCE(s)  Eigenvalue Statistic  Critical Value ~ Prob.®

Nane* 0.666751 29,6693 1426480  0.0001
Atmost1®  0.225631 6.904080 3841466 0.0086

Max-eigenvalue test indicates 2 cointegrating eqn(s) atthe 0.05 level
* denotes rejection ofthe hypothesis at the 0.0 level

eviews.10 GAU),\ Gl A u.b Aais YU cufialll dlas) e o daall
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D(DCHOM) = - 0.0247483509267*( DINF(-1) +
0.0775133261127*DCHOM(-1) + 0.310779025119 ) -
0.00136961611979*D(DINF(-1)) - 0.478705382221*D(DCHOM(-1)) +
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Inverse Roots of AR Characteristic Polynomial
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(multivariate < iiall saaia gzl 3 8Y Caclias Hlad) Aileaa) aladiuly elld
o "h A3 e (S dals Y1 Gl &b 0585 cpl LM test statistic)
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VEC Residual Serial Correlation LM Tests
Date: 05/01/21 Time: 13:53

Sample: 1990 2019

Included observations: 27

Mull hypothesis: Mo serial correlation atlag h

Lag LRE* stat df Prob. Rao F-stat df Prob.

1 2.623335 4 06227 0.660751 (4,40.0) 0.6229

Mull hypothesis: Mo serial correlation atlags 1to h

Lag LRE* stat df Prob. Rao F-stat df Prob.

1 2.623335 4 06227 0.660751 (4,40.0) 0.6229

*Edgeworth expansion corrected likelinood ratio statistic.

eviews.10 gl Sl i o eVl Cpfiall) e ) (g : juaal)
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Granger s Ayl JLEA) @ilil 106 g3

Pairwise Granger Causality Tests
Date: 05/01/21 Time: 13:45
Sample:; 1990 2019

Lags: 1

Mull Hypothesis: Obs  F-Statistic Prob.
DIMNF does not Granger Cause DCHOM 28 5.338M 0.0250
DCHOM does not Granger Cause DINF 0.10526 0.7483
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