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This study examines monetary policy transmission mechanisms in six members of
(Persian) Gulf Cooperation Council (GCC). While GCC authorities had succeeded to
maintain economic stability during 1980s and 1990s, in last decade they experienced
economic fluctuation due to; the depreciation of US dollar (increasing imports cost),
inflationary pressures (decreasing purchasing power), effects of foreign shocks, fix
exchange rate problems, and consequences of worldwide economic crises. Two
econometric methods namely structural vector autoregressive (SVAR) and panel vector

autoregressive (PVAR) are used in this thesis.



The results show that in GCC, the interest rate channel provides correct signs in
accordance to theory, but the magnitude of effects is not very pronounced. A temporary
rise in the short-term interest rate tends to be followed by a fall in output and price but
these decreases aren’t amplitude. Moreover, in most GCC countries interest rate
responds positively and simultaneously to unexpected positive innovation in the
monetary aggregate (M2). Simultaneous interactions between monetary policy
instruments and other variables such as monetary aggregate and exchange rate show that
monetary policies would influence economy stronger if sovereignty of monetary
authorities on monetary policy is increased. Furthermore, comparison between the
channels of monetary policy in GCC countries indicate that there are two groups of
countries classified in the matter of monetary policy transmission mechanisms; the first
group includes; Saudi Arabia, the UAE and Babhrain. In this group the exchange rate
channel is the most influential channel in the short term. The difference is that in long
term in Saudi Arabia, the credit channel is the strongest channel after exchange rate
channel, but in the UAE and Bahrain the interest rate channel is the most important
channel. The second group includes; Kuwait, Oman and Qatar. In this group the credit
channel is the strongest channel in the short term. However in the long term, the interest
rate is strongest in Oman and exchange rate channel is most influential in the case of
Kuwait and Qatar after credit channel. Moreover, effects of monetary policy on
aggregate demand components demonstrate that (except Kuwait), monetary policy

shocks influences investment more than other components of GDP.

In conclusion, this study found that monetary policy transmission mechanism operate to

some extent in the same underlying monetary pattern across the member of GCC



countries, and with more flexible exchange rate and establishment of monetary union,

influences of monetary policy on money and credit markets could be strengthened.
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Kajian ini meneliti mekanisme penghantaran dasar kewangan di enam negara-negara
(Parsi) Gulf Cooperation Council (GCC). Walaupun pihak berkuasa GCC berjaya
menjaga kestabilan ekonomi semasa 1980-an dan 1990-an, namun pada dekad yg lepas
mereka mengalami perubahan ekonomi disebabkan oleh: penyusutan dollar Amerika
(peningkatan kos import), tekanan inflasi (pengurangan kuasa pembelian), kesan
goncangan asing, masalah kadar pertukaran tetap dan kesan akibat krisis ekonomi dunia.
Dua kaedah ekonometrik iaitu vector autoregressive berstruktur (SVAR) dan vector

autoregressive panel (PVAR).
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Keputusan menunjukkan bahawa di GCC, saluran kadar bunga memberikan tanda-tanda
yang bersesuaian dengan teori, tetapi, kesan tidak begitu jelas. Kenaikan sementara
pada kadar bunga jangka pendek cenderung untuk diikuti dengan penurunan dalam
keluaran dan harga. Namun begitu, penurunan ini tidak terlalu besar. Tambahan pula, di
kebanyakan Negara-negara GCC, kadar bunga memberi respon positif dan serentak
kepada inovasi positif yang tidak disangka di dalam agregat kewangan (M2). Interaksi
serentak di antara instrument dasar kewangan dan pembolehubah lain seperti agregat
kewangan dan kadar pertukaran menunjukkan bahawa dasar-dasar kewangan mungkin
mempunyai pengaruh yang kuat jika kedaulatan kuasa kewangan meningkat. Selain itu,
perbandingan antara saluran polisi kewangan Negara-negara GCC menunjukkan bahawa
terdapat due kumpulan negara-negara yang diklasifikasikan dalam isu mekanisme
penghantaran polisi kewangan. Kumpulan pertama terdiri daripada Arab Saudi, Emirate
Arab Bersatu dan Bahrain. Dalam kumpulan ini, saluran kadar pertukaran adalah saluran
yang paling berpengaruh pada jangka masa pendek. Perbezaannya adalah, pada jangka
masa panjang, di Arab Saudi, saluran kredit adalah saluran yang paling kukuh selepas
saluran kadar pertukaran. Namun begitu, di Emirate Arab Bersatu dan Bahrain, saluran
kadar bunga adalah saluran yang terpenting sekali. Kumpulan kedua pula terdiri
daripada Kuwait, Oman dan Qatar. Dalam kumpulan ini, saluran kredit adalah saluran
yang paling kukuh dalam jangka masa pendek. Akan tetapi, pada jangka masa panjang,
saluran kadar bunga adalah terkukuh di Oman, manakala saluran kadar pertukaran
adalah paling berpengaruh di Kuwait dan Qatar. Tambahan pula, kesan polisi kewangan
terhadap komponen permintaan agregat menunjukkan bahawa, dengan Kuwait
terkecuali, goncangan polisi kewangan mempengaruhi perlaburan lebih dari komponen

GDP yang lain.
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Sebagai penutup, kajian ini mendapati bahawa mekanisme penghantaran dasar
kewangan beroperasi dalam pola kewangan terdasar yang sama antara ahli-ahli GCC,
dan dengan kadar pertukaran yang lebih fleksibel serta penubuhan kesatuan kewangan,
pengaruh-pengaruh dasar kewangan terhadap wang dan pasaran kredit boleh

diperkukuhkan.
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