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The Effectiveness of Monetary Policy Channels on
Impacting Economic Growth in Yemen

Abstract:

This study aimed to assess the effectiveness of monetary policy channels in
transmitting the impact of monetary policy on economic growth in Yemen
using a VAR model and annual data over the period 1990-2016. The
study included the variable of the economic growth rate, in addition to four
variables that represent the monetary transmission channels, namely: the
channel of monetary (M1), the channel of interest rate (IR), the channel of
the exchange rate (DEXR), and the channel of bank lending (LOANS). The
empirical results showed the importance of both the channel of monetary
and exchange rate in impacting economic growth. It also showed that the
channel of interest rate was less important, while the channel of bank lending
was not important.

Keywords: Yemeni economy, monetary transmission mechanism, monetary
policy, economic growth, VAR model.
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6 13.41661 61.49611 26.74888 4.171983 6.493281 1.089741
7 13.62459 60.46493 27.6098 4.428134 6.431944 1.065199
8 13.73455 60.07569 27.67594 4.802985 6.394785 1.050594
9 13.76209 59.89277 27.65378 5.031649 6.370205 1.051597
10 13.83394 59.8434 27.71514 5.056573 6.344147 1.040736

Cholesky Ordering: RGDP M1 IR DEXR LOANS
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