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𝐼𝑁𝐹 = 𝛼 + 𝛽𝑈𝑁𝐸 + 𝜀                                  (1) 

α β

ε

𝐼𝑛𝐼𝑁𝐹 = 𝛼 + 𝛽𝑙𝑛𝑈𝑁𝐸 + 𝜀

∆𝑋𝑡 = 𝛼 + 𝛿𝑋𝑡−1 + 𝑢𝑡

∆𝑋𝑡 = 𝛼 + 𝛽𝑡 + 𝛿𝑋𝑡−1 + 𝑢𝑡
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Table 1: Descriptive statistics 

 

  INF UNE 

 Mean  6.224815% pa  4.238889% pa 

 Median  5.790000% pa  3.900000% pa 

 Maximum  12.11000% pa  13.07000% pa 

 Minimum  2.490000% pa  3.410000% pa 

 Standard deviation  2.459295%  1.796651% 

 Skewness  0.855085  4.628285 

 Kurtosis  2.927701  23.32478 

 Observations  27  27 
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Table 2: Results of ADF and PP tests 

Series Intercept Intercept with trend 

 ADF PP ADF PP 

LINF 
–13.18998 –8.36213 –13.32735 –8.480241 

(–2.981038)* (–2.981038)* (–3.595026)* (–3.595026)* 

DINF 
–32.39729 –30.46438 –31.11444 –30.8983 

(–2.986225)* (–2.986225)* (–3.603202)* (–3.603202)* 

LUNEM 
–0.686006 –1.062357 –0.347597 –0.809416 

(–2.981038) (–2.981038) (–3.603202) (–3.595026) 

DUNEM 
–2.84484 –2.821824 –2.841772 –2.825747 

(–2.986225) (–2.986225) (–3.603202) (–3.603202) 

DDUNEM 
–6.695867 –7.598757 –6.730127 –9.173787 

(–2.991878)* (–2.991878)* (–3.612199)* (–3.612199)* 
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Table 4: Granger causality test based on vector error correction model 

Dependent variable: UNM       

∆(𝑈𝑁𝑀)𝑡 = 𝑏1 + ∑ 𝑏2𝑖
𝑛
𝑖=1 ∆(𝑈𝑁𝑀𝑡 − 𝑖) + ∑ 𝑏3𝑖

𝑛
𝑖=1 ∆(𝐼𝑁𝐹𝑡 − 𝑖) + 𝑏4𝐸𝐶𝑇𝑡−1 + 𝜀  

  Coefficient Standard error t-statistic Probability  

 𝐸𝐶𝑇𝑡−1 –0.055144 0.017031 –3.237777 0.0041 

 

Table 3: Inflation–unemployment: Johansen-Juselius co-integration test 

HO Trace statistic Max. Eigenvalue statistic 

None (R=0) 
18.67571 15.11091 

 (15.49471)* (14.26460)* 

At Most 1 
3.564800 3.564800 

–3.841466 –3.841466 
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Conclusion  

Table 5: Wald test statistics 

 

Test statistic Value df Probability 

F-statistic  22.08692 2  0.0000 

Chi-square  44.17384 2  0.0000 
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