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Abstract: A report entitled 'UNCTAD's Assistance fo the Palestinian People: Developments in the
Economy of the Occupied Palestinian Territory' published in the UN Journal states that the other
factor hindering the productive sectors is the absence of a national currency and the Palestinian
dependence on the new /Israeli shekel. , In the last two decades, the rate of inflation has been
reduced and the real effective exchange rate of the new [sraeli shekel has been in an upward
trend (appreciation), with its real value increasing by 25%. This estimate serves as a lax on
exports and an import subsidy, weakening the already weak international competifiveness of the
Palestinian economy. UNCTAD analyzed the high cost of Palestinian dependence on the new
Israeli shekel and stressed that ifs exchange rate reflected the needs of Israel's most structurally
different and more sophisticated economy. This study will examine the existence of a long or short
term relationship between Palestinian exports and the exchange rate of the shekel using the
integration methodology of Engel and Granger from the annual quarterly data for the period 1996—
2016. The ADF, Phillip—-Perron and KPSS roof unit tests have been applied to the two variables.
Exports and exchange rate do not have a long or short term relationship between exports and the

exchange rate, ie exchange rate change does not affect the change in Palestinian exports.

Keywords: exports, exchange rate, co-integration, Engel and Granger.
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1) Study ( AftabZah and other , 2012 ) item :" Impact of exchange rate volatility on
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2) Study (Halil Fidan, 2006) item : "Impact of the Real Effective Exchange Rate (REER) on
Turkish Agricultural Trade'.

" A el sl e i) el Copall au A Al glgie
C Sl L) b el iyl chball e )l Capeall e G 3D Ay Al cd

rililae Ayl Cradiily ¢ aihal Al L) 5 o suilasa o i) JalSal Aumgia Al Crariind ¢ Aeaal) digla

P laas Y Guldl

. logMt=a+a1log(PM\PD)+a2logINDE +a3logINY + Et

LS dely ) clyld s MT
CASHD dely 3 cylsll Al w1 : PMPD

S il gl Maal :INYT




2.

16

logxt = B + B1 log(PX\PXPXW) +B2 logINDET + B3logINDYT + Et
ASHD Loy 3 chaball Al ey 2 (PX\PXPXW)
collall il mill) el : INDE
iiall Jladll Ciyall jeu : INDY
A dge)y 3l cdyalall s X
b o) i) edags

cdel) 3l Glyllls cbalall Jde Capall jau e jreadl) sadl Je a0 il g Y
o Sl Al b Dbl cabially Jladl) Gall Cipall e o Lyl ADMe 35ag

() L8l de )31 iyl Jladll adall Cipeall jaas G dpue ADe 35a5




G Juadl) ¥

dpal) dagia

Al cialall e e uieS Uil Giyeall Ll Ld Qo 3l duhal) 4ngia palhsiol Wb Joadll 1 3
Osmilagas aiham datY @il Jalsal caslud 8 ABaidlly dpiasl) Judlall Jalad Coglud alaainly Gy dals cfuiaS

3 0 lele Jpemall o YoV T )47 355l dpmyy il el 5 i) uiially Jiiaal) il G ALY o s

D ety il ¢ Lasy)

Ahalill cyslall Jaee

QSSJ‘)A\J\ ¥l Blae JS0EN Capa yrs

ADle g da ol ¢ Apdandil)l plall e JGaN Cipea jras et 3 Jidad D) Caag Auhall oda ol ¢ 0)S3 s LS
LU ¢ ¢ lae Jihally yuadl) ol f $dishll §f juadl gad) e dDad) o §opuial Cu dilaas) AV 3
Jalil) Baail (el Juduiill gt angall  ulidll gabai@y) Jalail) aliye ) EVIEWS zaliy Lieadiul Wl ed Lo

o ll Ayl ULl dailay Jad) Hlaal aladinly @y dphanlill clplially Capall jaw n ABle 35a pasdl il
ca Ye)T-144n

G,_uu\ c_u')ﬂ\ Slasly cndnll sy a3y u-’.):"‘:“ﬂ f\.mbal\ Bags Awladn ?" SHAl ?fu‘))u:}l e\.ﬁi:\.m\ fﬁg 3.}.;@3\ Sl rsl:a.q cf
c S Gy A€ ) Cua oyl Juadly 5 Uadl) gl

Unit root tests  )iall chlaal sasngg Jo¥) i) o 8fin ye Al Judlull clily alaee o) 8L Sluyall Js6

Al G 3 By il mues o Glacal gy pun

Lol Hiall fylaal

17




18

: ‘;A} :.Lmbﬂ\ Y ‘55 'é.\;}j\ ).\; C'_i\)\_u;\ e é;u}nﬁ e.\:‘tu

KPSS
: Qhall Tyl bl t.%"fm‘. ) i
Al e )...\5:\45\ . D pE )“"‘“‘Sa )SSM);\’:\AM
s AL L 8 . ::-wwp\ﬁ- s ALa A i
e uddl Se aial) e e uddl .

Al ()5S Cigan 5 cashall sadl b ol JISal e S dadipe dlude i€ 1Y) a @il JalSall galaidy) i

. B(Harris, 1995) JaY) dish ¢l asms Slay dliidiall JolSill aseha o3 1a5 cJyshall gadl e dDle

P oaibas dadl @l aldie) gw sl JalSill sl diphas sadhag dadl dipl sl JalSill il s
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16(Engle and Granger,1987) cuysiall o

DS il aibag Jail alainly sl JelSil) aDle LS (o

Lexport = ¢ + Lex_$ + trend + U,

¢ sl Ale el Up 5 ola¥i trend 5 JSuill Capa ja Lex § 5 cdandill cifjaliall Jia Lexport cua
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Glaa¥l G Gl e YT = 1887 Ge g5l chaball Judy Gipall el Gy clily e Jseasl &
L e s ¢ Cipeall auy chabiall n sadl Aligh ALY (el S Lo Algh el salia AL 5 ¢ el

CEXC$ U<l Cipa e (Y) SN 5 Export Al ciysball Jaee (1) JSAN g Y 5 ) JSED b daskid

dgnlanldll cilyalall Jaxas Export : (\) Ja
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& sl die Gufiae e Guaddl 058 O g aibag dadl )il Galaly ¢ il cagleslll dosaill alasiul &S
Phillip—Perron 5 Dickey—Fuller (ADF) L3l saa chlidl auea Gukil & ¢ gsimal) o @A) Oadh die (fine
tolas) dad 43l die ¢ (V) Jolaall & il el LS Kwiatkowski-Phillips-Schmidt-Shin (KPSS) 5 (PP)
t dad Oe heal tstatiStic Les 058 Cum ¢ (O)cssiunall (b Ciane e i) of Ll ¢ Al Aaily i S
e Capall ey choball Jaee of sangl) s chlial s el ¢ Gl pay ¢ Apdall Ll Jis 6l ¢ critical

Lexport(0)

Lexport(1)
Lex_$(0)

Lex_S$(1)

t- statistic t- critical

-0.995574(0)  -3.51126(0)

-13.07673(0)  -3.512290(0)

-2.479196(0) -3.511262(0)

-9.205817(0)  -3.512290(0)

t- statistic

-0.799411(0)

-14.67902(0)

-2.48135(0)

-9.205817(0)

t- critical

-3.511262(0)

-3.512290(0)

-3.512290(0)

-3.51224(0)

Saalisasy @i jlaal s (V) Jsasd

t- statistic t- critical

.931033(0)  .73900(0)

.184912(0)  .73900(0)

.222889(0) .21600(0)

.10144(0) .21600(0)

o oilulul) SIS o Y Granger 5 Engle gl juiiy saihay dadl Sl Gl ofa (V) Jsss @l e ol
(Y) JSa (B LS Jyshall adl e 3Blay (Uaiie
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Dependent Variable: LEXPORT

Method: Least Squares

Diate: 0411218 Time: 21:41

Sample: 199601 201604
Included observations: 84

Variable Coefficient Std. Error t-Statistic Prob.

cC 1345625 0.242923 55.39313 0.0000

LEX_& -1.721684 0172451 -0.883685 0.0000
@TREMND 0.014405 0.000753 1912148 0.0000
R-squared 0.865318 Mean dependentvar 11.69402
Adjusted R-squared 0.861993 35.D. dependentvar 0447191
S.E. of regression 0166128 Akaike info criterion -0.717053
Sum squared resid 2235484 Schwarz criterion -0.630238
Log likelihood 3311624  Hannan-CQuinn criter. -0.682155
F-statistic 2602093 Durbin-Watson stat 0.797495

Prob(F-statistic) 0.000000
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Lexport = 13.456 — 1.7217 Lex_$ + 0.014405t

Augmented Dickey-Fuller Unit Root Test on ECT

Mull Hypothesis: ECT has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 3 (Automatic - based on SIC, maxlag=11)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.882629 | 06537
Test critical values: 1% level -4 076860

5% level -3. 466966

10% level -3.160188

*Mackinnon (1996) one-sided p-values.

4.3266 > 1.8836

Jishall saall § Al cyalially Copall paw Gu ADke 2apY 43l Agpjieall Ayl Jis Al Adgaadl o S8 A el
Ll 3315 Y Alalaall o) ()

dadiag Jadl il pe il ¢ guailigs Ay jb o

ShLal Joh Lal ehay) 13 bty L QoS uilasn Al Gl 8 ¢ ysbiall Jmas Cipeall s (i JlS3 o (3ol
mly Al Jsh lidl 5.(SC) Schwarz information criterion Gpb oo Akl 558 Jsh a3 & ¢ VAR alail Calidl)

- Y 553 sl Jal e HLesOU ddliae sulae il (Y) Jsanl) Gans B2l el U8 0

VAR sl (Y) Jsaal
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WAR Lag Order Selection Criteria
Endogenous variables: DLEXPORT DLEX_%
Exogenous variables:

Date: 0442318 Time: 23.28

Sample: 199601 201604

Included observations: 76

Lag LogL LR FPE AlC sC HQ

1 124.1520 MA 2.99e-05 -4.740867 -4.618197* -4.691842
2 1848737 1.365709 3.26e-05 -4 654572 -4.409232 -4 556522
3 193.4045 2492502 2.54e-05 -4.905381 -4 537370 -4.758306
4 2048181 1.47709* 2.39e-05* -4 963898* -4.473218 -4.772799*
5 206.9792 3.¥53453 2.51e-05 -4.920506 -4 307155 -4 675381
G 207.7185 1.245187 2.74e-05 -4.834698 -4 098677 -4.540548
7 210.9817 5324172 2.80e-05 -4.815309 -3.956618 -4.472135

*indicates lag order selected by the criterion

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

AIC: Akaike information criterion

SC: Schwarz infaormation criterion

HQ: Hannan-Quinn information criterion

VAR Residual Serial Correlation LM T...
Mull Hypothesis: no serial carrelation ..

Date: 04/23M18 Time: 23:30
Sample: 199601 201604
Included observations: 81

Lags LM-Stat Prob
1 2415620 0.6598
2 21.17490 0.0003
3 15.69767 0.0035
4 23.08723 0.0001
5 3.629475 0.4585
B 1.267785 [.B668
7 19.05313 0.0008

Probs from chi-square with 4 df.

Oppiall G ABle sag ada dadiag dadl gl ac 3 () gusla e il

Jaihas) 2smg adey




Dependent Variable: LEXP_OUT_ISRAL
Method: Least Squares

Date: 041318 Time: 22:42

Sample: 1996 2006

Included observations: 11

Wariable Coefficient Std. Error t-Statistic Prob.
C 13.24577 1.680404 7.882494 0.0000
LEX_E% -2.893826 1.333986  -2.169308 0.0619
@TREMND 0.183638 0.049646 3.6984975 0.0061
R-squared 0689172 Mean dependentvar 10.06867
Adjusted R-squared 0611466 S.0D. dependentvar 0423122
S.E. of regression 0.263743 Akaike info criterion 0.389315
Sum squared resid 0.556482 Schwarz criterion 0507832
Log likelihood 0.803766 Hannan-CQuinn criter. 0.330811
F-statistic 8.868872 Durbin-Watson stat 3078277
Prob(F-statistic) 0.009334

Augmented Dickey-Fuller Unit Root Test on ECT1

Mull Hypothesis: ECT1 has a unit roaot
Exogenous: Constant
Lag Length: 0 (Automatic - based on 3IC, maxlag=1)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic A 369824 0.0023
Test critical values: 1% level -4 297073

5% level -3.212696

10% level -2 747676

5.369924 > 3.9001

Caypall jru o il e liata) die Alal) 3300 ADle dagy 43l (88l Aydiall 4yl (ady) LA Adgaall e 5oS) 4 gl
bl ¢yalially

DAl e il o)
Lexp_out_Isral = 13.2457 — 2.8938Lex_$$ + 0.1836t
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Dependent Variable: LEXPORT
Method: Least Squares

Date: 041318 Time: 23:27
Sample: 199601 201604
Included observations: 84

Variable Coefficient Std. Error t-Statistic Prob.
C 14 69784 0.559421 26.27330 0.0000
LEX % -2132770 0402424  -529981 0.0000
o1 -0.160833 01205837  -1.334302 018549
Q2 -0.071082 0120558  -0.539602 0.5571
Q3 -0.089314 0120546  -0.740916 04509
Mull Hypothesis: ECT2 has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SI1C, maxlag=1)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic 1.96053 0.3036
Test critical values: 1% level -3.51262
5% level -2.896779
10% level -2 585626

1.96053 < 3.9001

el i e 85 Wy Cipeall yras £ LY G A aasV 4 30 0 Aol (e B Ay saanal

ADF

t- statistic

Lexport_Out_isral(1) -0.8427(0)
Lexport_Out_isral(1) -4.25126(0)
Lex_$(0) -3.03087(0)
Lex_S$(1) -4.25126(0)

t- critical

-2.847250(0)

-2.847250(5)

-4.297073(0)

-2.847250(2)
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Vector Autoregression Estimates

Vector Autoregression Estimates

Date: 04/23/18 Time: 23:33

Sample (adjusted): 199603 201604
Included observations: 82 after adjustments
Standard errors in () & t-statistics in []

DLEXPORT DLEX_3

DLEXPORT(-1) -0.371055  -0.017332
(0.10475)  (0.03323)

[354218] 052164

DLEX_S(-1) -0.486576  -0.027778
(0.35205) (0.11167)

(138210  [-0.24876]

M\dﬁ\‘;ch%.:;ﬁy gan
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