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ABSTRACT :

The study dealt with the effect of Policies in the Sudanese pound exchange rate
on consumer prices and inflation rates, an applied study in Sudan during the
period Y3A.-Y+ V¢ The study also aimed to analyze the silence and trend of the
short and long-term relationship between the actual real exchange rate, consumer
prices and inflation rates. The explanations for clarifying the effect of fluctuations
in the actual real exchange rate, consumer prices and inflation rates. The problem
of the study was represented in the continuous fluctuations of exchange rates
affecting consumer prices and inflation rates. The study adopted a descriptive
approach in view of the nature of the problem and the information available on it
and discussed within the framework of the study. For the purpose of analyzing the
time series, this requires testing the unit roots, the joint integration test, and the
fluctuation test using the models (TARCH, EGARCH) The study reached the
most important results of the existence of an integrative relationship between the
study variables during the period (Y 3A+-Y+Y¢), In addition, there was an impact
of exchange rate fluctuations on changes in consumer prices and inflation rates,
as well as the continuous decline in the Sudanese pound exchange rate by the
International Monetary Fund, which led to the weakening of the Sudanese pound
against foreign currencies, weakening the purchasing power, which increased the
prices of imported goods, and this in turn was arranged. It has to increase the

pressure on consumer prices. The study recommended that the central bank
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should not interfere in the exchange rate in order to balance the supply and
demand of foreign currencies. Therefore, the most important recommendations
for the study came to work to raise the value of the Sudanese pound against
foreign currencies in the official market and eliminate the parallel market, which
greatly damaged the national economy. This only comes to an increase in
production and to create a climate for foreign investments in the country and to

attract foreign currency remittances from residents abroad.
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Null Hypothesis: REER has a unit root

Exogenous: Constant
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Lag Length: + (Automatic - based on SIC, maxlag="+)

Prob.* t-Statistic

- Augmented Dickey-Fuller test
eV YLTET Y statistic

- Test critical

Y,06AY A V7 level values:

Y377 o/ level

Y,09¢.YY Y7 level

*MacKinnon () 147) one-sided p-values.
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Null Hypothesis: D(CPI) has a unit root
Exogenous: Constant

Lag Length: + (Automatic - based on SIC, maxlag=" +)

Prob.* t-Statistic

- Augmented Dickey-Fuller test

voeves Y,V £744 statistic

- Test critical

v,00.¥41 V7 level values:

o7 level
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Y,09¢0V) Y+ 7 level

*MacKinnon () 147) one-sided p-values.
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Null Hypothesis: D(INF) has a unit root
Exogenous: Constant, Linear Trend

Lag Length: « (Automatic - based on SIC, maxlag="+)

Prob.* t-Statistic

- Augmented Dickey-Fuller test
oo G9A0YY . statistic

- Test critical
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*MacKinnon () 1%7) one-sided p-values.
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Unrestricted Cointegration Rank Test (Trace)

Hypothesiz
00 Trace ed
Critical No. of
Prob.** Value Statistic Eigenvalue CE(s)

0140 YA,VAVLY  YY,YOTeY L ¥IYYTE None *

VT V0,596V Y Y,ATASY o NYIVYY At most )

Yo YLAEYETT 8V EdAN v, Yo EYY Atmost ¥ *

Trace test indicates ) cointegrating eqn(s) at the +,+©

level
* denotes rejection of the hypothesis at the +,+© level

**MacKinnon-Haug-Michelis (Y 434) p-values

Unrestricted Cointegration Rank Test (Maximum

Eigenvalue)
Hypothesiz
00 Max-Eigen ed
Critical No. of
Prob.** Value Statistic Eigenvalue CE(s)

GeETA YYLIVITY O YY,YYY4Ae W, YYYYE None *
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GEEYY VY EYTETe VLYAAGAAN T YYYYYY At most )

Yo YLAEYETT 6,8V EdAN v, Vo EYY Atmost ¥ *

Max-eigenvalue test indicates ) cointegrating egn(s) at the

«,+ 2 level
* denotes rejection of the hypothesis at the +,+¢ level
**MacKinnon-Haug-Michelis (Y 444) p-values
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Dependent Variable: REER
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Method: ML - ARCH (Marquardt) - Normal distribution
Date: VY/YV/Y+ Time: YY)
Sample: Y37+ YA
Included observations: ©4
Convergence achieved after Yo Y iterations
Presample variance: backcast (parameter = +,V)

GARCH = C(£) + C(°)*RESID(-)"Y + C(1)*GARCH(-
")
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Prob.  z-Statistic Std. Error nt Variable
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Variance Equation
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YY+,%e)Y Mean dependent ¢, VAYE

v var ¢ R-squared

¢v,e«¥+ S.D.dependent +, YY)l Adjusted R-

v var ¢ squared

L,YYYEr  Akaike info OY,04 Y

. criterion Y S.E. of regression
q,0V¢VY YofYe), Sum squared

o Schwarz criterion 4 resid

4,Y424Y  Hannan-Quinn YUAVEY

¢ criter. \ Log likelihood

«,Ye+Y4 Durbin-Watson
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Iog(cf): o+ %Bj Iog(cf_j )+ %[ai
j=1 i-1

Dependent Variable: REER
Method: ML - ARCH (Marquardt) - Normal distribution
Date: VY/YV/Y+ Time: YY:V¢
Sample: Y41+ YA
Included observations: @1
Convergence achieved after YV iterations
Presample variance: backcast (parameter = +,V)

LOG(GARCH) = C(£) + C(¢)*ABS(RESID(-
V/@SQRT(GARCH(-"))) + C(V)

*RESID(-)/@SQRT(GARCH(-Y)) +
C(Y)*LOG(GARCH(-)))
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