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Introduction. Macroeconomic indicators are key statistical measures that offer
valuable insights into the overall health and performance of an economy. These indicators
are essential tools for policymakers, investors, and businesses in understanding economic
trends, formulating policies, and making informed decisions. Governments utilize these
indicators to design effective monetary and fiscal policies aimed at ensuring economic
stability and growth. Investors closely examine trends in GDP, inflation, and interest rates
to assess market conditions and inform investment strategies. Businesses, in turn, rely on
these indicators to plan expansions, set prices for goods and services, and devise financial
strategies. Researchers and analysts also leverage macroeconomic data to forecast a
country's economic performance and identify potential risks.

The ongoing study of macroeconomic dynamics in Armenia is of particular
significance due to several factors. Armenia, with its small, open economy, is highly
dependent on imports, remittances (especially from its diaspora), and agriculture, the latter
of which remains burdened by unresolved food security issues. Consequently, the Armenian
economy is vulnerable to external shocks, including geopolitical tensions, fluctuations in
commodity prices, and global economic recessions. The Armenian dram (AMD) is notably
influenced by global economic conditions and remittance inflows, contributing to
fluctuations in inflation that affect purchasing power and overall economic stability. This
paper aims to analyze Armenia's principal macroeconomic indicators through a focus on
correlation analysis and Granger Causality tests to identify key relationships. Within the
scope of this research, the following research objectives have been outlined:

e To analyze the dynamics and trends of key macroeconomic indicators.

e To identify correlation patterns among these indicators.

o To apply Granger Causality tests to uncover predictive relationships between the
indicators.

e To provide policy recommendations based on the research findings.

Literature Review. As previously mentioned, macroeconomic indicators play a
crucial role in assessing economic performance and evaluating policy effectiveness. The
analysis of these indicators is grounded in several economic theories. According to the
Keynesian model, government spending and monetary policy significantly influence
economic output and employment. In contrast, classical and neoclassical theories emphasize
the self-regulating nature of markets and the importance of supply-side factors, as
highlighted in Solow’s economic growth model. While traditional economic theories
provide foundational explanations, empirical validation through modern econometric
techniques is essential for a comprehensive understanding of macroeconomic dynamics.
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Causal relationships among macroeconomic indicators are often examined using
econometric techniques such as Granger causality tests, vector autoregression models
(VAR), and structural equation modeling (SEM). Granger causality analysis has been widely
employed to determine the direction of causality between economic variables. For instance,
studies have shown that inflation can Granger-cause exchange rate fluctuations in emerging
African economies! and Pakistan?, while in Ghana, real GDP has been found to Granger-
cause exchange rate movements®. Similarly, research on public investment and economic
growth in six ASEAN (Association of Southeast Asian Nations) countries revealed a long-
term impact of public investment on economic expansion, with bidirectional causality
observed in all studied countries®.

Sims (1980) introduced VAR models to analyze the dynamic relationships among
macroeconomic variables without imposing strict theoretical restrictions®. Empirical studies
utilizing VAR models have demonstrated that monetary policy shocks significantly impact
inflation and output, with interest rate hikes typically leading to short-term declines in both®.
Blanchard and Perotti employed structural VAR models to investigate the effects of fiscal
policy on economic activity, finding that government spending positively influences GDP
in the short run’. Acemoglu’s research using SEM further explores the indirect effects of
macroeconomic policies on economic growth and employment?.

Another key approach in macroeconomic analysis is correlation analysis, which aids
in policy formulation and economic forecasting. Studies using correlation analysis have
examined the relationship between GDP growth and stock market dynamics, revealing a
persistent link between stock returns and key economic indicators, namely Gross Domestic
Product (GDP), disposable income, and Foreign Institutional Investor (FIl) participation in
the market. The study also highlights the persistent negative relationship between stock

1 Mamo Girma, 2017, Is there Causal Association between Exchange Rate and Inflation in Africa? A
Panel Granger Causality Analysis, Paper for presentation at the Africa Economic Conference 2017,
https://aec.afdb.org/sites/default/files/2019/10/08/is_there causal_association_between exchange r
ate_and_inflation_in_africa_a panel granger causality analysis.pdf

2 Zakaria, M., Tanveer, S., Fida, B. A., & Iftikhar ul Husnain, M. (2023). Inflation Differential Pass-
Through to Exchange Rate: Some Evidence From Pakistan. Sage
Open, 13(4). https://doi.org/10.1177/21582440231221316

3 Antwi, S., Issah, M., Patience, A., & Antwi, S. (2020). The effect of macroeconomic variables on
the exchange rate: Evidence from Ghana. Cogent Economics & Finance, 8(1).
https://doi.org/10.1080/23322039.2020.1821483

4 Nhung, V. C. and Ven, L. P. (2025) “The causal relationship between government investment and
economic development in ASEAN countries”, International Journal of Innovative Research and
Scientific Studies, 8(1), pp. 158—167. doi: 10.53894/ijirss.v8i1.3581.

> Sims, C. A. (1980). Macroeconomics and Reality. Econometrica, 48(1), 1-48.
https://doi.org/10.2307/1912017

6 Kirkby, R. and Vu, H.N. (2024), Impacts of Monetary Policy Shocks on Inflation and Output in New
Zealand*. Econ Rec, 100: 160-187. https://doi.org/10.1111/1475-4932.12792

" Blanchard, O., & Perotti, R. (2002). An Empirical Characterization of the Dynamic Effects of
Changes in Government Spending and Taxes on Output. Quarterly Journal of Economics, 117(4),
1329-1368.

8 Acemoglu, Daron, Simon Johnson, and James A. Robinson. 2001. "The Colonial Origins of
Comparative Development: An Empirical Investigation." American Economic Review, 91 (5): 1369—
1401. DOI: 10.1257/aer.91.5.1369
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returns and factors such as interest rates, government policies, exchange rates, and inflation®.
The correlation analysis of environmental indicators and their macroeconomic implications
shows that in the Nordic European Countries - NEC (Norway, Denmark, Finland, Sweden)
and the Southeast European Countries - SEEC (Greece, Bulgaria, Romania, Hungary), CO;
emissions are significantly influenced by GDP per capita, urbanization and renewable
energy generation. Urbanization also plays an important role'®. The analysis of taxation and
macroeconomic indicators of selected OECD countries shows that countries with more
complex tax systems with a high tax burden perform worse on certain macroeconomic
indicators (mainly in Southern Europe from a geographical perspective). These countries are
more monetarist than Keynesian!. The correlation analysis of GDP with the structural
elements of gross value added reveals no link existing between the structural elements of
value added and GDP, with the reference values of the items found in the hotel sector
companies, companies listed on the BVB*2,

Contemporary research increasingly integrates econometric methods with advanced
machine learning techniques to enhance the accuracy of macroeconomic forecasting. This
emerging trend represents a promising avenue for improving predictive modeling and policy
assessment in economic research.

Methodology. The empirical analysis presented in this study utilizes monthly
macroeconomic data spanning the period from January 2010 to December 2023, sourced
from the RA Statistical Committee, the Central Bank of Armenia, the International Monetary
Fund (IMF), and the World Bank. The use of high-frequency (monthly) data significantly
enhances the analytical precision of the study, enabling a detailed investigation of both short-
term and medium-term macroeconomic dynamics, including seasonal variations and lagged
responses among key economic indicators. To ensure the accuracy of the calculations, data
processing and cleaning procedures were applied. Specifically, nominal values were
adjusted to real terms (accounting for inflation), seasonal adjustments were made where
necessary, and the indicators were transformed into index format for ease of comparison.
Furthermore, the stationarity of the time series was tested using the Augmented Dickey-
Fuller (ADF) test prior to analysis. The methodological framework of the study follows these
key steps:

e Conducting a trend analysis of the macroeconomic indicators.

e Implementing correlation analysis through the Pearson correlation matrix to
examine initial relationships between selected indicators.

e Applying Granger Causality tests to assess predictive relationships between the
identified indicators.

% Keswani, S., Puri, V., & Jha, R. (2024). Relationship among macroeconomic factors and stock
prices: cointegration approach from the Indian stock market. Cogent Economics & Finance, 12(1).
https://doi.org/10.1080/23322039.2024.2355017

10 Georgescu, 1.A.; Oprea, S.-V.; Béra, A. Investigating the Relationship between Macroeconomic
Indicators, Renewables and Pollution across Diverse Regions in the Globalization Era. Appl.
Energy 2024, 363, 123077. https://doi.org/10.1016/j.apenergy.2024.123077

11 Lentner, C., Hegediis, S., & Nagy, V. (2022). Correlations of Taxation and Macroeconomic
Indicators in the OECD Member Countries from 2014 to the First Year of the Crisis Caused by
COVID-19. Journal of Risk and Financial Management, 15(10), 464.
https://doi.org/10.3390/jrfm 15100464

2 Marcu, N., Carstina, S.-V., & Marian, S. (2015). GDP Correlation Analysis with Structural
Elements of Added Value. Procedia Economics and Finance, 22, 282-286. doi:10.1016/s2212-
5671(15)00286-5
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The availability of a large number of time-series observations substantially
improves the statistical power and reliability of the econometric techniques employed. This
level of temporal granularity allows for a more robust exploration of dynamic interactions
among macroeconomic indicators, facilitating a deeper understanding of the timing and
transmission of macroeconomic shocks, policy interventions, and structural shifts within the
economy.

Results and Discussion. In the scope of the study, the following pairs of
macroeconomic indicators were selected for the Granger causality analysis:

e GDP Growth and Inflation,

GDP Growth and Industrial Production Indexes,
Central Bank’s interest rate and Inflation,
Exchange Rates (USD/RUB/EUR) and Inflation,
Broad Money Supply and Inflation,
Unemployment and Inflation (Phillips Curve),
Exports/Imports Growth and GDP Growth,
Government Debt and GDP Growth,

Exchange Rates and Exports/Imports,

Tax Revenue and GDP Growth.

Taking into account those pairings this study explores key interrelated hypotheses
concerning the dynamics of economic growth, inflation, and other macroeconomic variables.
A central guestion is whether GDP growth drives inflation or vice versa. While economic
expansion can increase aggregate demand and raise prices, inflation may also influence real
income, consumption, and investment, thereby affecting growth. The research also examines
which sectors most significantly contribute to Armenia’s economic growth, offering insights
for targeted policy and investment. The study investigates the relationship between interest
rates and inflation, emphasizing the role of monetary policy and the importance of testing
causality. It also considers the impact of exchange rate fluctuations on inflation, as currency
depreciation raises import costs and inflation can, in turn, influence exchange rates.

Table 1
The correlation matrix of GDP growth and Industrial Production Index indicators®®

Trade | Service | Industry | Construction | Agriculture | GDP
growth

Trade 1 0.77 0.35 0.59 -0.26 0.65
Service 1 0.42 0.59 -0.23 0.76
Industry 1 0.53 0.07 0.76
Construction 1 -0.14 0.88
Agriculture 1 0.025
GDP growth 1

Furthermore, the role of money supply in driving inflation is assessed within the
framework of the quantity theory of money. The inflation-unemployment trade-off, based

13 The table was composed by the authors.
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on the Phillips Curve, is also explored, as low unemployment may fuel inflationary
pressures. The connection between trade and GDP is analyzed to determine whether exports
and imports drive growth or whether economic expansion influences trade flows.
Additionally, the relationship between public debt and growth is examined, weighing the
potential crowding-out effect against the stimulus provided by government spending. Lastly,
the study evaluates how exchange rate movements affect trade balances by altering export
competitiveness and import costs.

Before performing the Granger Causality test, stationarity (i.e., the absence of trends
or seasonality) of the time series was ensured using the Augmented Dickey-Fuller (ADF)
test. Additionally, the optimal lag length for each variable was determined using the Akaike
Information Criterion (AIC). As part of the research objectives, correlation analysis was also
conducted between the macroeconomic indicators. Correlation matrices were constructed,
and the results were analyzed (see Tables 1, 2, and 3).

Table 2
The correlation matrix of GDP growth, trade, and fiscal policy indicators'4
_ o, 5
g & £ 3 5 5
= 5 £ 3 > £ 2 2!
& 5 B2 | & = 5. |8 5
S | E 52 |5 |@ |88 |X |E
GDP growth 1
Inflation CPI -0.02 |1
Broad money |-0.335 [0.997 |1
supply
Unemployment | 0.269 |-0.354 |-0.507 |1
Tax revenue -0.281 |-0.163 |-0.608 |0.552 |1
Government -0.263 |-0.479 |-0.327 |0.318 |0.737 |1
dept
Exports 0.39 -0.532 |-0.344 |0.084 |0.265 |0.174 1
Imports 0.605 |-0.411 |-0.199 |-0.077 |0.062 |-0.058 [0.801 |1

The correlation matrix (Table 1) reveals that the construction sector exhibits the
strongest correlation with GDP growth (0.88), indicating that economic expansion in
Armeniais linked with the developments within this sector. The service and industry sectors
also demonstrate a strong positive correlation with GDP growth (both at 0.76), underscoring
their critical role in shaping the country's economic performance. While trade is positively
correlated with GDP growth (0.65), its impact appears comparatively moderate relative to
construction, industry, and services. In contrast, the agriculture sector shows an almost
negligible correlation with GDP growth (0.025), suggesting that its contribution to overall

14 The table was composed by the authors.
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economic fluctuations is minimal. These findings highlight construction, industry, and
services as the primary drivers of GDP growth in Armenia, whereas agriculture plays a
relatively minor role. This conclusion aligns with World Bank studies, which indicate a
declining share of agriculture in Armenia’s GDP and a sustained contribution of the
construction sector to long-term economic growth?,
According to the data presented in Table 2, trade (imports - 0.605 and exports -
0.390) emerges as the strongest driver of GDP growth, whereas inflation (-0.020) has a
negligible impact. The strong correlation between broad money supply and inflation (0.997)
suggests that monetary expansion primarily fuels price increases rather than significantly
stimulating economic growth (-0.335). Fiscal policies, including government debt and tax
revenue, are interrelated but do not directly contribute to GDP growth. Additionally,
unemployment (0.269) exhibits an unexpected positive correlation with economic growth,
potentially indicating structural challenges within the labor market. Overall, the findings
highlight that economic expansion in Armenia is closely linked to trade dynamics, while
inflation and monetary factors exert a more indirect influence.
Table 3
The correlation matrix of trade and exchange rate indicators®®

USD | RUB | Imports | Exports | EUR | CPI Central Bank
rate

ushD 1 0.615| -0.851 |-0.772 | 0.94 | 0.133 | -0.692

RUB 1 -0.74 -0.694 | 0.528 | -0.089 | -0.398
Imports 1 0.935 |-0.745|0.02 | 0.489
Exports 1 -0.68 | 0.016 | 0.439

EUR 1 0.092 | -0.707

CPI 1 -0.07

Central bank rate 1

According to the data presented in Table 3, the USD exhibits a strong negative
correlation with imports (-0.851) and exports (-0.772), indicating that an appreciation of the
USD is associated with a decline in trade activity. Furthermore, the USD is negatively
correlated with the Central Bank’s interest rate (-0.692), suggesting that a higher interest
rate corresponds to a depreciation of the USD. Similarly, the RUB demonstrates a negative
correlation with imports (-0.740) and exports (-0.694), reflecting a pattern analogous to that
of the USD, wherein an appreciation of the RUB is associated with reduced trade volumes.
Imports and exports display a strong positive correlation (0.935), signifying that fluctuations
in one variable are closely mirrored by the other. Additionally, imports exhibit a negative
correlation with the EUR (-0.745), implying that a stronger EUR is linked to a decline in
import volumes. Likewise, exports are negatively correlated with the EUR (-0.680),
indicating that an appreciation of the EUR adversely affects export levels. Inflation
demonstrates weak correlations with the other macroeconomic indicators, suggesting that it

15 World Bank. 2024. Armenia. The Second Systematic Country Diagnostic. Beyond Boundaries:
Unlocking Potential for a Sustainable Tomorrow. © World Bank.
https://documents.worldbank.org/curated/en/099011624140018781/pdf/BOSIB1b3d133de0081809
1188944f5e26a4.pdf?utm_source

16 The table was composed by the authors.
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is influenced by external factors not captured within the dataset. Overall, the findings
underscore the significant impact of exchange rate fluctuations on trade dynamics, with the
Central Bank’s interest rate playing a crucial role in shaping currency values and trade flows.

Table 4

The Granger Causality test resultst’
Null hypothesis Lags | F-Statistic | Prob.
GDP Growth does not Granger cause CPI 2 0.45851 0.6379
CPI does not Granger cause GDP Growth 2 0.57713 0.5694
GDP Growth does not predict Industrial Production |2 0.80037 0.4821
Indexes (Services)
Industrial Production Indexes (Services) do not predict | 2 5.92153 0.0264
GDP Growth
GDP Growth does not predict Industrial Production |2 1.52694 0.2743
Indexes (Agriculture)
Industrial Production Indexes (Agriculture) do not predict | 3 1.87403 0.2516
GDP Growth
GDP Growth does not predict Industrial Production |3 0.48513 0.7072
Indexes (Trade)
Industrial Production Indexes (Trade) do not predict GDP | 2 1.32982 0.3172
Growth
GDP Growth does not predict Industrial Production |1 2.37489 0.1516
Indexes (Construction)
Industrial Production Indexes (Construction) do not |1 0.63955 0.4408
predict GDP Growth
GDP Growth does not predict Industrial Production |2 1.43715 0.2929
Indexes (Industry)
Industrial Production Indexes (Industry) do not predict |3 1.13374 0.4196
GDP Growth
Inflation does not predict the Central Bank’s Interest |9 1.20357 0.3046
Rates
Central Bank’s Interest Rates do not predict Inflation 6 2.97858 0.0107
EUR does not predict Inflation 6 1.94956 0.0825
Inflation does not predict EUR 6 1.94326 0.0835
USD does not predict Inflation 2 3.00071 0.0543
Inflation does not predict USD 7 3.48778 0.0026
RUB does not predict Inflation 10 1.23618 0.2852
Inflation does not predict RUB 6 1.28593 0.2729
Broad money supply does not predict Inflation 2 0.59647 0.5613
Inflation does not predict Broad money supply 2 0.11412 0.8928
Unemployment does not predict Inflation 4 0.94880 0.4671
Inflation does not predict Unemployment 4 0.46528 0.7602
Government debt does not predict GDP Growth 2 4.32092 0.0444
GDP Growth does not predict Government dept 2 1.56540 0.2562
Tax revenue does not predict GDP Growth 4 0.08980 0.9823

7 The table was composed by the authors.
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6.54773 0.0223
0.68711 0.4150
4.31347 0.0482
0.08364 0.9614
0.08364 0.9201
0.78195 0.6042
0.68424 0.6850
1.24677 0.2866
2.86575 0.0098
7.52041 0.0009
2.44407 0.0686
0.62969 0.5348
3.85589 0.0243
1.85469 0.0975
2.49695 0.0176
4.72701 0.0016
7.05260 0.0002

GDP Growth does not predict Tax revenue
Export growth does not predict GDP Growth
GDP Growth does not predict Export growth
Import growth does not predict GDP Growth
GDP Growth does not predict Import growth
Exports do not predict EUR

EUR does not predict Exports

Exports do not predict USD

USD does not predict Exports

Exports do not predict RUB

RUB does not predict Exports

Imports do not predict EUR

EUR does not predict Imports

Imports do not predict USD

USD does not predict Imports

Imports do not predict RUB

RUB does not predict Imports

WA |IDOININWINININN NN PP

Table 4 presents the results of the Granger Causality tests conducted to explore
potential causal relationships between key macroeconomic indicators, with the aim of
generating insights for economic policymaking. The analysis indicates that there is no
significant causal relationship between GDP growth and inflation. Specifically, GDP growth
does not Granger-cause inflation (p=0.6379), and inflation does not Granger-cause GDP
growth (p=0.5694). These results suggest that, within the examined period, the two variables
evolved independently of each other from a statistical perspective.

When examining sectoral growth, the findings show that most industrial production
indices do not significantly predict GDP growth. For instance, the industrial indices for
agriculture (p=0.2743), trade (p=0.7072), construction (p=0.1516), and industry (p=0.2929)
do not Granger-cause GDP growth. However, an exception is observed in the case of the
service sector: the industrial production index for services does Granger-cause GDP growth
(p=0.0264), indicating that developments in the service sector have predictive power over
broader economic activity in Armenia.

The relationship between inflation and exchange rates reveals further significant
patterns. Inflation Granger-causes movements in the USD exchange rate (p=0.0026), while
the reverse relationship (USD predicting inflation) is marginally significant (p=0.0543).
Inflation does not significantly Granger-cause the EUR exchange rate (p=0.0835),
suggesting that Armenia’s inflationary dynamics are more closely linked to the dollar than
to the euro.

In terms of monetary policy, the Central Bank’s interest rate was found to Granger-
cause inflation with statistical significance (p=0.0107), indicating that interest rate
adjustments have a delayed but measurable effect on inflation, particularly with lags of six
to nine months. On the other hand, inflation does not Granger-cause changes in the interest
rate (p=0.3046), suggesting that interest rate decisions are not directly responsive to current
inflation trends but are likely forward-looking in nature.

The interaction between trade flows and exchange rates reveals significant
bidirectional relationships. Exports Granger-causes changes in the RUB exchange rate (p
=0.0009), and RUB also Granger-causes exports (p=0.0686), indicating mutual influence.
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In the case of imports, the USD exchange rate Granger-causes import volumes (p= 0.0176),
and the same is true for the RUB (p=0.0002), confirming that exchange rate fluctuations
have a direct impact on Armenia's import dynamics. These findings emphasize that while
some macroeconomic indicators, such as inflation and the Central Bank’s interest rate or
exports and the RUB exchange rate, exhibit strong causal relationships, others (such as GDP
growth and inflation) do not show statistically significant interdependence. This evidence
provides a nuanced understanding of Armenia’s macroeconomic structure and can inform
more effective, data-driven policymaking in the areas of monetary policy, trade strategy, and
sectoral development.

The Granger Causality analysis reveals several key factors influencing GDP growth
in Armenia. The service sector serves as a significant predictor of economic expansion,
highlighting the sector's crucial role in the country's growth trajectory. Likewise, export
growth is identified as a key driver, underscoring Armenia’s reliance on external trade for
economic development. In contrast, fiscal variables such as government debt and tax
revenues do not significantly predict GDP growth. However, GDP growth itself drives
higher tax revenues, suggesting that economic expansion strengthens fiscal capacity, rather
than fiscal policies driving growth.

Macroeconomic interdependencies further illustrate the critical relationships
between inflation, monetary policy, and exchange rate dynamics. While inflation does not
significantly influence the Central Bank's interest rate, the latter does impact inflation,
indicating a reactive rather than proactive monetary policy stance in Armenia. Inflation also
affects exchange rates, particularly the USD, though its influence on the EUR is weaker,
emphasizing the importance of price stability in managing currency fluctuations. Trade and
exchange rate dynamics are also crucial in shaping Armenia’s economic environment. The
bidirectional causality between exports and the RUB exchange rate suggests that fluctuations
in the Russian ruble impact Armenian exports and vice versa, reflecting Armenia’s deep
economic ties with Russia. Additionally, the USD exchange rate significantly affects
imports, highlighting the importance of currency stability for maintaining a balanced trade
flow. However, imports do not significantly influence GDP, indicating that Armenia's
economic growth is not heavily reliant on foreign goods.

In summary, the service sector and exports are identified as primary drivers of GDP
growth, while fiscal policies do not play a significant predictive role. Inflation has a notable
impact on the USD exchange rate, while its effect on the EUR is weaker. The Central Bank’s
interest rate shapes inflation dynamics, but inflation does not significantly influence interest
rate adjustments. Lastly, exchange rates particularly (USD and RUB) are key determinants
of trade flows, affecting both exports and imports.

Conclusion. Armenia's macroeconomic landscape is characterized by a service-
driven economy, a heavy reliance on imports, and a strong interconnection between
inflation, the Central Bank’s interest rate, and exchange rates. Fiscal policies do not appear
to be the primary drivers of economic growth, whereas monetary policy, implemented by
the Central Bank, plays a crucial role in controlling inflation and stabilizing trade. A strategic
focus on strengthening the service sector and enhancing export competitiveness, combined
with prudent monetary policy, will be essential for ensuring sustainable economic growth in
Armenia. The research findings provide ground for the following policy implications:

o Service sector development: Given the significant contribution of the service
sector to GDP growth, policies should prioritize improving infrastructure for service-based
industries. This includes enhancing digital and financial services and facilitating investments
in key sectors such as tourism, information technology (IT), and business services.
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e Export promotion: As exports are a key driver of GDP growth, policymakers
should focus on supporting export-oriented industries. This can be achieved through
subsidies or tax incentives, enhancing trade agreements and international market access, and
investing in technological advancements and innovation to improve product
competitiveness.

o Exchange rate stability: While exchange rates do not directly predict GDP
growth, their impact on exports and imports indicates that a stable exchange rate policy is
crucial for maintaining a balanced trade flow. Inflation management is also essential, as it
affects exchange rates, particularly the USD. Policymakers should focus on stabilizing
inflation to mitigate its effects on the exchange rate.

o Fiscal policy focus: Since GDP growth drives tax revenue (rather than the
reverse), fiscal policy should prioritize fostering economic expansion rather than imposing
excessive taxation. This is particularly relevant in light of recent tax reforms, which have
introduced substantial changes in tax rates for small and medium-sized enterprises (SMES),
potentially increasing their tax burden'®. While these reforms may lead to higher tax
revenues, taxation policies mustn't hinder business growth. Additionally, tax revenues
should be reinvested in policies that support economic growth and development.

e Monetary policy and inflation control: Given that the Central Bank’s interest rate
predicts inflation (p=0.0385), policymakers should consider using interest rate adjustments
as a tool for controlling inflation. However, it is critical to balance inflation control with the
need to foster economic growth and maintain incentives for business investment.
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UdurnsSuStuuyuy SNh8ULRTLED B4, SLSEUUUUL UKP
PNYUNUUSYUONRE3UL NRUNPULUURMNRE3NRULL 22 OrPLUUNY,

2N4920LLEU UUUSr3UL
UE3t1 QUY U 2NhUE3L TUZUY

Zudwnnuwghp

2z duljpninbinbuwljut gniguthpubiph ghtwdhuwyh ntuntdbwuhpnipniup
Ukd Juplnpnipini muh b dpnuybu wpnhuljub E dh pupp hwbqudwbpibpn]
wuydwbwynpws: 22-u thnpp, pug wnbwnbunipmitt mubkgnn btpyhp E npp
qquihnptt  jupidws L ubpdnidnidhg, ppudwlut  thnpowbgnidubphg b
gniquunnbunipiniihg ($inyws wupkuwght wtdunwignipjut hhdtwpunhp):
znpjwsh  tyuwnwlit b oJbpnst)] 22 hhdtwlut  dwlpnninbuufui
gmguihoibpp  okowip nukny Ynobjughnt  Jkpmismpput b Qpkjugkph
yunfwnuljuinipjut  phunh  Jpu:  Zhknwwgnunmipiu  opowbwlubpnud
uwhdwyl) ku hbnlyw) pughputpp.
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o  Jhpméhk] hhfuwljwt dwlipnntnbuwlut gnguuhoutph ghtwuhlut b
Uhwnnudubipp:
e Zuwjynbwpkpl]  Jdwlipnunbnbuwlut  gmgwuhoubph  uhol  wnluw
Ynnkjjughnt ophttwswhnipyntuitpp:
e Uhpwnk| Ypljugkph wundwnwljwimpyui phunkp’ gnigwthotiph vhol
Juybpp puguhwjnbjnt hwdwn:
e Zhup pugmubny unnwugjud wipryniplikpp’ ubpluyugtty
wnwowplnipniutibkp:
Zknwqnuinnipjut hhdtwlwb wpgnibpttpp hwuwnnud &y, np 22-nud 200-
h w&h hhdtwljut owipdhy nidp Swnwynipnitubkpnh ninpunt nt wipnwhwindu B,
Uhtgntn hwplupnigbnuht punupwljwinipniup tywbtwlwh wqpkgnipmnit sh
niukund: budjjughwi qquh mqpbgnipinit nith WUU gnjunh thnpjuwpdtph Ypu,
hulj Yktnpnuwlub putyh Jkpubhtwuwynpldwt mnnuwnpnypnp dbwynpnid k
quwdh phtwdhjut: dnpuwpdtputpp, hwnjuwytu UUL pgnjupt nt pniuwlwb
nnipihl, jupbnp php b pwungmud welnpught hwoybloeh Ypu wqnbyng husybu
wpunwhwidwl, wyjiybu b tkpdnsdw ypu: 2Z-nud juynit mbnbuwut wgh
wywhnydwt hwdwp wpwbgpwihtt E Sdwnwynipnibtiph nnpnh hbkwnwqu
wdpuyiunnidp, wpunwhwidwi  dpgnibwlnipjut pwpdpugnidp b quunn
npudwjupluwihtt punupujuimipjut hpujuwbwgnudp:
Pwtmh puntp. dwlipnunbnbuwljut gniguuhoubp, wntnbuwjut wé,
Antjuoknh uwndwnwlwunipinil, Ynnkjjughnt yEpnidnipnil, hudjjughw

CBA3b MEXIY MAKPOOKOHOMUWYECKUMMU ITOKA3ATEJISAIMU U
SKOHOMMNYECKHUM POCTOM: AHAJIN3 HA IIPUMEPE APMEHUU

OI'AHHEC ACATPSH _
CEUE]J J/KABAJ XYCCEHH IIAX3A L

AHHOTAUA

HccnenoBanne AMHAMHUKH MaKpOSKOHOMHMYECKHMX MOKa3aTeseil ApMEHMH HMeEeT
BXHOE 3HAYEHHE M OCTAETCS aKTyaJbHBIM IO HECKOJBKHM TpHYWHAM. ApMEHUs -
HeOOJIbIIas OTKPBITAsi 3KOHOMHKA, KOTOpasi B 3HAYUTEILHON CTETIEHN 3aBUCUT OT UMITOPTA,
JICHEe)KHBIX TEPEeBOJIOB (CYIIECTBEHHBIH BKJAJ BHOCAT MPEICTABUTENM IOUACIOPHI) H
CEIbCKOTO  XO34KCTBA,  CTAJKUBAIOLIErocs  C HEPEUIeHHBIMH  TpoliemMaMu
MPOJIOBOJIBCTBEHHOM Oe3omacHocTi. OCHOBHAS 1elb JAHHOW CTaThH - MPOAHAIH3UPOBAThH
KJIFOUEBBIE MAaKPOIKOHOMHUYECKHE MTOKa3aTea ApMEHUH C aKIIEHTOM Ha KOPPESLMOHHBIN
aHaJIN3 ¥ TECThl NPUYMHHOCTHU 10 ['peliHKepy Ui BBIABICHHS 3HAYMMBIX B3aMOCBS3EH.
B pamkax nccneioBanust ObUTH TOCTABICHBI CIIEAYIOIINE 33]a49H:

o [IpoaHanu3upoBaTh JIMHAMHMKY U TEHIEHIIMH OCHOBHBIX MAaKpOIKOHOMHUYECKHX
MoKa3aTeJeH.

o OmpenenuTs KOPPENAIUOHHBIE 3aBUCUMOCTH MEXIy MaKpOIKOHOMHUYECKHMHU
[IOKa3aTeIsIMU.

e [lpumMeHHTH TECTBl MNPUYMHHOCTH 1O ['peliHIKepy U1  BBIABJICHUA
[IPEIUKTUBHBIX B3aUMOCBSA3EH MEXKAY OKa3aTeISIMH.
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e PazpaGorath pekoMEHIAIMKM IO 3KOHOMHYECKOW IIOJIMTHKE HA OCHOBE
MIOJIyYEHHBIX PE3yJIbTAaTOB.

OcHOBHbIE Pe3yibTaThl MCCIEAOBAHUS MOKA3bIBAIOT, YTO TJIaBHBIMH JApaiiBepaMu
pocta BBII sBsitoTcst chepa yciryT 1 SKCIIOpT, TOTAa Kak (pUCKabHAS TOUTHKA HE UTPaeT
3HAYMMOW NPEAUKTUBHOW ponu. WHQAIMS OKa3blBaeT CYyLIECTBEHHOE BIUSIHHE Ha
oomennblid Kypc nosapa CILIA, ogHako ee BO3IACHCTBHE Ha €BPO MEHEE BBIPAXKEHO.
[IpouentHbie craBku LleHTpanbHOTO OaHKa ONpPEAETSIOT OUHAMUKY WHQISALIUH, HO
nHQIIALYS, B CBOIO OYepeib, HE OKa3bIBAET 3HAYMMOTO BIMSHUS HA KOPPEKTUPOBKY CTABOK.
Kpome toro, BanmroTHbeie Kypcbl, ocobenno gomnapa CILIA u poccuiickoro py0Ois, UTparoT
KPUTHYECKYIO pOJib B (JOPMUPOBAHUU TOPTOBBIX IOTOKOB, BIIHSISI KAK HA DKCIOPT, TaK U Ha
UMIIOPT. B 3T0i CBsA3M cTpaTernyeckuii akIeHT Ha yKpeIuleHHe cepbl YCIIyT, MOBBILICHUE
KOHKYPEHTOCIIOCOOHOCTH 3KCIOPTa W NPOBEICHHE B3BEHICHHONW MOHETAPHOH MOJIUTHKH
CTaHET KIIOYEBHIM (aKTOpPOM OOECIEUeHUs] YCTOWYMBOTO HSKOHOMHYECKOTO pPOCTa
ApMeHUU.

KuroueBble ¢ji0Ba. MaKpOIKOHOMHUYECKHE MOKa3aTenu, poct BBII, mpuunHHOCTH
o ['peiiHKepy, KOPPESIIMOHHBIN aHanu3, HHQIAIHS

THE NEXUS BETWEEN MACROECONOMIC INDICATORS AND
ECONOMIC GROWTH: INSIGHTS FROM ARMENIA

HOVHANNES ASATRYAN
SYED JAWAD HUSSAIN SHAHZAD

Abstract

The analysis of the macroeconomic indicators of Armenia is of great importance
and remains consistently relevant for several reasons. Armenia has a small, open economy
that is highly dependent on imports, remittances (with significant contributions from the
diaspora), and agriculture (unresolved food security issues). This article aims to examine
Armenia's key macroeconomic indicators, with a particular focus on correlation analysis and
Granger causality tests to identify significant interrelationships. Within the research
framework, the following research objectives were defined:

e Analyze the dynamics and trends of key macroeconomic indicators.

o Identify correlation patterns between macroeconomic indicators.

o Apply Granger causality tests to detect predictive relationships between these
indicators.

e Provide policy recommendations based on the research findings.

The main research findings indicate that the service sector and exports are the
primary drivers of GDP growth, whereas fiscal policies do not play a significant predictive
role. Inflation has a strong impact on the USD exchange rate, while its influence on the EUR
is less pronounced. The Central Bank’s interest rate shapes inflation dynamics, but inflation
does not significantly influence interest rate adjustments. Finally, exchange rates
(particularly USD and RUB) play a critical role in shaping trade flows, affecting both exports
and imports. A strategic emphasis on strengthening the service sector and enhancing export
competitiveness, alongside prudent monetary management, will be key to ensuring
Armenia’s sustainable economic growth and macroeconomic stability.

Keywords: macroeconomic indicators, economic growth, Granger causality,
correlation analysis, inflation.
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