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O ABSTRACT O

The study Contains an analyze of the relationship between the budget deficit and the
trade deficit in the Syrian Arab Republic during the period 1990-2009 to measure the
mutual Effects between fiscal policy and trade policy. We have analyzed the time series
properties of the variables of the study using Augmented Dickey Fuller test and Phillips
Perron test to know if study variables were stable with the Continuation of time.

In order to determine the direction of causality between variables in the long term,
we have followed Johansson's co-integration method, and the error correction model, and
then applied Granger causality test to determine the direction of causality between
variables in the short term, and the outcome of the study. The statistical tests showed that
the time series for each one of the budget deficit and the trade deficit are unstable in their
levels and that they are first class Co-integration, and that, by using the Application of
Johansen model, these deficits in long-term equilibrium relationship are correlated. It
turned out that there is one-way causal relationship in the long term and obvious of
Granger causality analysis there is no causal relationship between these Deficits in the
short term.
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