
Accepted Manuscript

Title: NOMINAL UNCERTAINTY, REAL UNCERTAINTY
AND MACROECONOMIC PERFORMANCE IN A
TIME-VARYING ASYMMETRIC FRAMEWORK:
IMPLICATIONS FOR MONETARY POLICY

Authors: Said Zamin Shah, Ahmad Zubaidi Baharumshah,
Law Siong Hook, Muzafar Shah Habibullah

PII: S0275-5319(16)30419-6
DOI: http://dx.doi.org/doi:10.1016/j.ribaf.2017.05.012
Reference: RIBAF 685

To appear in: Research in International Business and Finance

Received date: 15-11-2016
Revised date: 9-5-2017
Accepted date: 10-5-2017

Please cite this article as: Shah, Said Zamin, Baharumshah, Ahmad Zubaidi,
Hook, Law Siong, Habibullah, Muzafar Shah, NOMINAL UNCERTAINTY,
REAL UNCERTAINTY AND MACROECONOMIC PERFORMANCE IN
A TIME-VARYING ASYMMETRIC FRAMEWORK: IMPLICATIONS
FOR MONETARY POLICY.Research in International Business and Finance
http://dx.doi.org/10.1016/j.ribaf.2017.05.012

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

http://dx.doi.org/doi:10.1016/j.ribaf.2017.05.012
http://dx.doi.org/10.1016/j.ribaf.2017.05.012


1 

 

Nominal uncertainty, real uncertainty and macroeconomic performance in a time-

varying asymmetric framework: Implications for monetary policy 

 

Said Zamin Shaha,b, Ahmad Zubaidi Baharumshaha, Law Siong Hooka & Muzafar 

Shah Habibullaha  

a Faculty of Economics and Management, University Putra Malaysia, 43400, UPM, Serdang, 

Selangor, Malaysia 

b Lecturer at Department of Economics, Islamia College University, Peshawar, Pakistan  

E-mail : s.zaminshah@gmail.com 

 

Highlights 

 Examines the asymmetric causal links and volatility spillovers between 

macroeconomic uncertainty and macroeconomic performance. 

 There is an overwhelming support for Friedman-Ball hypothesis that inflationary 

shocks increase inflation uncertainty in most of the countries. 

 The positive influence of output uncertainty on inflation (Devereux (1989) 

hypothesis) is supported by all countries excluding Bangladesh. 

 There is significant negative relationship between inflation and output growth while 

Output growth is reducing real uncertainty in all countries excluding Sri Lanka. 

 In general, there is asymmetric effect and persistence of the GARCH parameters for 

all countries. 

 

Abstract: This study examines the dynamic causal links and volatility spillovers of inflation, 

output growth and their uncertainties in four South Asian countries, namely, Pakistan, India, 

Bangladesh and Sri Lanka by utilizing asymmetric GARCH family models. Our empirical 

evidence supports a number of important conclusions. There is an overwhelming support for 

Friedman-Ball hypothesis of positive inflation-uncertainty trade-off for all countries 

excluding India and Sri Lanka. The Cukierman-Meltzer’s idea that inflation uncertainty 

generates inflation, hold for Bangladesh and Sri Lanka only and the Holland’s hypothesis of 

negative influence of inflation uncertainty on level inflation is supported by India only. The 

positive influence of output uncertainty on inflation (Devereux (1989) hypothesis) is 
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