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Abstract: This thesis analyzes the monetary policy tools used by the Central Bank of Bahrain and correlates its impact on
GDP and inflation aligned with Bahrain vision 2030. A sample of eight years from 2008 to 2016 is used to produce the
results. The statistical analysis analyzes the Variances between the indicators of the independent variable and the Variances
of the Dependent Variable to reach results.

The search for monetary policy is concerned with money supply with its three concepts, interest rates and the role it plays in
controlling inflation, and the exchange rate policy in the balance of trade and GDP.

The research will explain the gross domestic product, its inputs and causes of variation, and explains inflation, and its causes
and consequences.

The study found that at 95% significance believed that monetary policy tools do affect GDP and not inflation.

The researcher recommends a number of recommendations, the most important of which is the need for a study that gives the
central bank more flexibility and independence to formulate policies that suit its objectives.
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desiie desanas ¢ (CMO) disacaall gylaall )l ilaliilly ¢ (CDO) Liganaall cpall cilaliil) Jia dismgll cilaiiall o
Al Ja¥) bl il 5 ele D AL il ¢ el il e daud
el (gl Jie A (g il ddlaiall Cilatiall @
Aal aad) cilad) saulad) dasall
ST 43680 0.376 2 sl Capall jan (Sl adll Cipall e () anl) Cipall e igad aladil ws Jlaill b
5ldl) Jona g goad) glal) A 5 (2) 25kl (mje plasia) g s st dulas (8 Copeall s il Lol dusine
Al dubd) b oSall (Key Policy) duabiae dubanS ciiall o3 (55all clid) jlied dlgid) o Johnll el &l

(aall gstall % adall Jaee One Week M2 Bahrain .Real Al
Sl ey 3 Month BHD Deposit Rate Sl (sl Exf}fiictlvlg t
Interbank Offered ge rate
Rate (REER)
25.71 3.526003164 2.84 0.75% 6,728.4 98.210505 2008
22.94 2.795512836 1.3 0.5% 7,119.3 102.535538 2009
25.71 1.961884683 1.2 0.5% 7,867.5 100 2010
29.16 0.36444775- 1.26 0.5% 8,135.1 93.2939332 2011
30.75 2.754553598 1.1817 0.5% 8,464.8 95.8994273 2012
32.9 3.305484926 115 0.5% 9,159.1 98.4512599 2013
33.39 2.651195499 1 0.5% 9,755.5 100.837212 2014
31.13 1.835993697 1.62 0.75% 10,042.9 111.62043 2015
31.86 2.798520013 2.1 1% 10,167.9 114.581226 2016

O da At alilul) tddasDa
GOl il 8 lal)®

Sl ) ey U e sanall Dgiall ol L1
LS LR 53] U8 e Banall Lolaimy) ol .2
L) LB Bl U e el JL) EANT s L3
Aaladl) Capal) Sl ool il iy 4

peball JaaiV) zgal = Aadiud gy Cige cilaa @) LY

Glpriall 2l e (A Ake L o gupitie G il uld 8 aadis Al ilasy) ) e adl) Jlaaiy) e
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rdlly J<8 e 09 clriall Gu Al IS5 5 L alill el jaan 4wl g g (JHae uia) DAY 5 (&0 aaia)
bl JSEN e zisall (o 5, A F g il junall X gl Ladl Y o) eua ¥ = FED

(7)ds=
z 3saill z 3saill wliga
Ylit [Modell]€a+p1 X1 it +p2X2 it +p3X3 it +paX4 i+
Y2it [Model2]€a+p1 X1 it +p2X2 it +p3X3 it +paX4 i ++

g5 e lild) il Jlatl 306 Gl e JadY) b1 HLaaY (M) Jlaal 5 (Hausman) lad) aladiud
:(Panel Data)

.(Pooled Ordinary Least Square) (syall cilasyal) sl
.(Fixed Effect) culill il (gl
.(Random Effect) Jsdall il il

Gl Hloaa) -
rabll) sy -
(8) s>
‘?_La 2 1) ;La;}j\
N Minimum | Maximum Mean Std. Deviation Skewness
Statistic | Statistic Statistic Statistic Statistic Statistic | Std. Error
BHREER 9 93.29 114.58 101.7144 7.03306 1.028 717
M2 9 6,728.40 | 10,167.90 | 8,604.5000 | 1,257.68577 -.153 717
INTRATE 9 1 1 .61 182 1.501 717
BHIBOR 9 1.00 2.84 1.5169 .59465 1.706 717
GDP 9 22.94 33.39 29.2833 3.67315 -.660 717
INFLATION 9 -.36 3.53 2.3627 1.15821 -1.845 717
Valid N (listwise) 9

deise cililadl of padain) oKad 1 51 on dsaddl IS 136 LY S bl 5 Jsae lin IS L 1) edar Sl Jalal
LBl el S a o skl JEILE , s s Jone daad L) of dalaal) Ll Lasida
Sl Judan—
Cilialall b )l Q)
Glgal Gl Julld s Asal) m5lll g 35@ill (e o ddlas) AN @3 dulay) A0ke dls of G il (g

G 8L ) o gl alaae IS8 e sl @lil) 5 JSS sl (age o Ll DA e S Dsill duld
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(9) s>
Spearman Matrix Correlations

sl Jaea el ) | ey 85U Jane 53 e sqll aye Gyl e Spearman’s RHO
Sl i) L)

dula) Ale dnla) A8le Al Bl dnla) Bl Al Bl - Cipall e

e dle | chdyla) Bl Al A8l dulay) Bl - Al Bl gl (aye

Ligine
Aulay] A dnla) ABDle Al ADle - Tl ADe dylag) ADle b Bl e
dagina I3

Julay) e Al 3D | e ey e Al 3D Aulay) DA i) s 525 Jaxa
Lgine

dnla) Ale - Gl A8l dnla) Bl Al @Bl Al Bl e adll gl

IO Lgina il
- Julay) e Al AL Al AL Al A Aulay) DA anmill Jaee

Al @l 5l 4l o e 38 e

Alas) digine @l Aulag) BDe o sil) G 83 Janag ol 53 e o 38 o Liad ) g s
tdleay) o) aalil) e Al duld) S

(10) Jss>

Y asia Jlatl g igal

Model R R Square Adjusted R Std. Error of Change Statistics
Square the Estimate R Square F Change dfl
Change
1| .989* 978 957 .76529 978 45.073 4
LAl @il e Adjusted R2 claall (w %95.7 z3saill Jass®
(1) ds>
ANOVAJias
Model | Sum of Squares Df Mean Square F P-Value
1 Regression 105.593 4 26.398 45.073 .001°
Residual 2.343 4 .586
Total 107.936

o il s Ge (Kag (:001<0.05) Alpha (e Jif (P-Value J) z3sall 5353 of Anova dulas ¢ye oui (1) ducap
cpandl ajh i Ml JaaY) sl il b (gpine 5l L) duitl) Auland) @il
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(12) Jdsx
L5 Y Jalaa
Model | Unstandardized Coefficients Standardized T P-Value
Coefficients
B Std. Error Beta

1 )Jiuall( 26.043 8.609 3.025 .039
BHREER -.345 .090 -.661 -3.855 018

M2 .004 .000 1.453 9.369 .001

INTRATE -3.933 6.801 -.194 -.578 594

BHIBOR 2.801 1.596 453 1.755 154

sl o by Jalee st (DA (e

25 -018 Bigienr Jaa¥) Jaall wilily (paY) Vsall ipadl Sloall Jayy Bl dugina JlaatY) z3ga8 il (3) dacasd
cpaad) b miy MGl Alpha .05 e i

Alpha .05 e Ji 29 001 Lsiner Jaa) Asdll m5lill agall (mje Al digine Jlaady) #dsa cdl (5) duny
cpanll G iy L

Alpha e i 25 594 digina JaaY) Aaall bl wli) 33 Jane digine pie laniY) g3 il (7) dunj
el (=8 das Jull .05

Alpha e 5ST 2y 154 dugina Jaa¥) sl Z3UIL @lgil) o 5350 Jaes Digien pre landY) z3gad il (9) Lo yd
el (=8 das Jull .05

Sasy) Aslee

tadail) Jaee e Loal) dulud) S

Y=26.043+(-.345)X'+(.004)X?+(-3.933)X3+(2.801)x*
Where:
Y=GDP
X!=Real Effective Exchange Rate
X?=Money Supply 2
X3=Weekly CBB Interest Rate
X%=3 Month Interbank Offered Rate

(13) s>
ablasty) aaatia Jdsill = dga8

Model R R Square Adjusted R Std. Error of Change Statistics
Square the Estimate R Square F Change dfl
Change
1 .554° 295 -.409 1.37489 .295 419 4
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(14) dss>
ANOVA a3
Model Sum of Df Mean Square F P-Value
Squares
1 Regression 3.710 4 .793 419 .790°
Residual 7.561 4 1.890
Total 10.732

el @hysndl e Adjusted R2 @lyplial) (e %40.9— z35aill Jass®

e e oSas5 (:790>0.05) cus Alpha (e ST (P-Value Jl) z3saill 535 of Anova dulss e i (2) daap
cpaad) Gagd i Ml il Jaee o (ggine 5l Ld G Al Aulidl cilgal o oz i

(15) dsx>
BN Y Jalae
Model | Unstandardized Coefficients Standardized T P-Value
Coefficients
B Std. Error Beta

1 )Jiuall( -14.121 15.466 -913 413
BHREER 152 161 925 947 397

M2 .000 .001 447 .506 .640

INTRATE -11.598 12.218 -1.819 -.949 .396

BHIBOR 2.988 2.867 1.534 1.042 356

sl o by Jalee st (DA (e

cpaal) (apd Jas Jull ,Alpha .05 e

Salb ,Alpha .05 s B &9 640 Liginar aimil) Jaea gl (mje dulis Ligine pde landy) ziga il (6) dunp
cpaad) (ad i

Alpha .05 e ST a5 396 digina adaill Javar oulald) 33U Jane Liginn pre laatY) 7308 il (8) duajd
panll (mp il

Alpha .05 Ge ST a9 .356 Lginas adaill Janey lsill cp 331 Jaee disine pre laaiy) z3gas cail (10) Ay
paall (p dai

Tolaaay) dalas

Y=-14.121+(.152)X+(.000)X?+(-11.598)X3+(2.988) X"
Where:
Y=Inflation
X!=Real Effective Exchange Rate
X?=Money Supply 2
X3=Weekly CBB Interest Rate
X%=3 Month Interbank Offered Rate
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LSl ladl bl b

s s (-640) (P) dad il Cus cadaill Jaae 6 (20) 25t (e dubi il digine aie JlaatV) zisa il
o Auls il A pe e a5 Gl z3sai Baga pie e Ju Lo sty (0 .05) disira g N Gilas)
sl i B (2¢) 25

23 (-594) (P) dad il um ¢ Jaa¥) sl sl & Ja¥) e 525l land 580 dugina pre Jlaai¥) zises i
Bl el 8l digies aae e 2S5 ¢ JlaaiV) z3sai saga aae e Ju b st (00 < .05) Ligine (ggiuse die GWlas] Al
L laa¥) adl) mll) b Ja) s

s 4 (-396) (P) dad il Cus cpdail) Janag Ja¥) gpoad 528 Sl 530 Lisies pie i) zises i
Bl el il Ligiee pre e 2S5y ¢ jlaaiV) z3sai Bags pae e Ju b sty (00 < .05) disies (gsiue dic lias)
ozl Jarag JaY) Byuad

s s (-154) (P) Lad il cum ¢ Il Asall il b @lgiall o 535001 Jaee 5l digine pae JlaaiV) 7358 i
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