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The Effect of Money Supply Inflation on Lao's PDR Economic Growth

This study is conducted under the title of studying the effects of money supply and inflation
on the economic growth of Lao PDR. The purpose of the study is to study the effects of money
supply and inflation on the economic growth of Lao PDR. Using time series data from 1991 to
2023 including 33 years from the Bank of Lao PDR and the National Statistics Center, in this study
Stata was used as a tool to test the relationship between the variables in the model by starting the
descriptive statistics test, testing the relationship between the independent variables and the
dependent variables, checking the average of the data using the Augmented Dickey-Fuller Test,
and testing the delay of the appropriate time al Lag), long-term correlation test
(Cointegration Test), Also analyze the response reaction (Impulse Response Function), test the
accuracy of the model with the CUSUM and CUSUMSQ methods.

The results of the study found that the economic growth rate of the Lao PDR has a
relationship with the money supply (M2) and the inflation rate (INF) in the opposite direction
according to the hypothesis. If the money supply (M2) increases by 1%, it will cause the economic
growth rate of Lao PDR to decrease by 1.11% and if the inflation rate (INF) increases by 1%, it
will result in a decrease in the economic growth rate of the Lao PDR by 11.75% with a statistical
significance of 99%. However, this study found that money supply (M2) and the inflation rate
(INF) resulted in the economic growth rate of Lao PDR decreasing (slowing down), but from the
test results, there is no relationship in the long run. test the accuracy of the model with the CUSUM
and CUSUMSQ methods It was found that the model used in the study was stable during the study
period.
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