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ABSTRACT

This study has the objective to examine the relationship between inflation rate and
economic growth rate in south-east Asian countries using quarterly and yearly secondary data.
Quarterly data was analyzed from the second quarter of 1997 to the fourth of 2011. Yearly data
from 1968-2010. The tools for the analysis of panel data included panel unit roots test, panel
Granger causality test, panel equation test and estimation panel model. The results of panel unit
roots test for stationary of the time series indicated that inflation rate and economic growth rate
are stationary at level 1(0). Therefore, the variables are modeled to determine the Granger
causality between economic growth rate and inflation rate. The study was divided into quarterly
and yearly data. The results of quarterly data show indirect causality between inflation rate and
economic growth rate. however, direct causality exists between economic growth rate and
inflation rate. Therefore, the relationship between inflation rate and economic growth rate is one-
directional. And, The result of estimation panel model shows economic growth rate varied
inversely with inflation rate. The results of yearly data show direct causality between inflation
rate and the economic growth rate and vice versa. Therefore, the relationship between inflation

rate and economic growth rate is bi-directional. And, The result of estimation panel model shows



economic growth rate varied in the same direction as inflation rate and inflation varied in the

same direction as economic growth rate.
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