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2. METHODOLOGY
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t is an error term.

2.2. Data

 

VARIABLES AND SOURCES

Variables Abbreviations
Data 

CPI WDI
M2 SBP

GDP WDI
Interest rate IR IFS
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2.3. Estimation Procedure 

 

and trend.

Model A

Model B

Model C 

 

Where pt t

DTt is B, 

B B, 0 otherwise.

t o 1DUt t t-1 + i yt-i t…… (18)

t o 1DUt t-1 + i pt-i t  

t o t t-1 + i pt-i t

pt o 1DUt  t t-1 + i pt-i t
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Where , t=2…… 

t on t t.

.  and  and Z1 yt and Zt Zt repre

Zt t, 1t, 1t

Zt t, 1t, 2t, 1t 2t jt=1, jt = 

Bj Bj + 1, j Bj

1, 2, 3   

Bj  

                   

i
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t

Where t t is t is the interest rate, t

t 
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3. RESULTS AND DISCUSSION
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ZIVOT ANDREWS UNIT ROOT TEST

Intercept Trend Decision
LCPI

(2004)

(2004)

(1984)

(2010)

(1998)

(2004)
LGDP

(1980)

(2000)

(1988)

(1999)

(1993)

(2002)
LM2

(2003)

(2003)

(2011)

(2007)

(2001)

(2003)
IR

(1985)

(2005)

(2010)

(1980)

(2002)

(2004)
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LEE AND STRAZICICH UNIT ROOT TEST

at Levels
Intercept

Break 1 Break 2 Break 1 Break 2
LCPI
LGDP
LM2
 IR

2000
1977
1994
1993

2011
2009
2015
1997

1996
1997
1999
2002

2008
2015
2010
2013

Panel B:
Intercept

Break 1 Break 2 Break 1 Break 2
LCPI
LGDP
LM2
IR

1989
1988
1998
1979

2010
2011
2006
1999

1996
1999
1980
1993

2013
2009
2014
2005

C, 1992 in Model C/T, and 1988 in Model C/S. 



T. HAZOOR, M. Z. KHAN, F. SHER: Monetary pressure, inflation dynamics and structural shocks in Pakistan 

EKONOMSKI PREGLED, 73 (6) 957-976 (2022)
970

Models
Break 
Date

Test 
statistics

critical critical critical 
Reject H0

Model (C)
1979 Yes

with Trend 
Model (C/T)

1992 Yes

Model (C/S)
1988 Yes

DYNAMIC (OLS) TEST

LM2 3.18* 3.44
IR

LGDP 5.53* 5.07
LM2*DUMMY 1.12 0.34
IR*DUMMY 10.07 3.37

LGDP*DUMMY
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DISCUSSION 

4. CONCLUSION
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