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Abstract:

This research aims to examine the role of the central bank in targeting inflation and achieving monetary stability in Oman.
The research has tried, through various secondary sources, to highlight the role of the central bank in managing monetary
policy. The research aimed to analyze the effectiveness of the central bank in combating inflation, which depends mainly on
the effectiveness of the tools used by the Central Bank, its degree of independence and its level of transparency. The research
used different methodologies ranging from secondary data, World Bank data and local statistical data. The researcher also
used a descriptive statistical method by conducting an interview with an official of the Central Bank of Oman. Also, a
standard statistical model was used to study the effect of some variables on the inflation rate in the Sultanate of Oman such
as money supply, interest rate, government spending and imports. A model based on time series for the period from 2000
to 2022 was used integrated with the methodology of co- integration and the error correction model; the coefficients of the
model were estimated. The results showed that there is along-term relationship between all variables and the inflation rate,
and in the short term, the results showed that there is no effect of the monetary policy variable (money supply) on the
inflation rate. By analyzing the available data in addition to the interview responses, the study concluded that inflation in
the Sultanate was concentrated mainly on the main consumer commodity groups. Therefore, inflation in the Sultanate can
be classified as imported inflation due to its vulnerability to international variables such as the Russian-Ukrainian war and
its impact on global supply chains, as well as the repercussions of the pandemic and high shipping costs. The study also
showed that the policies of the Central Bank of Oman do not directly affect inflation levels in the Sultanate through key
interest rates, but rather through managing local liquidity using available tools such as existing facilities, discount rate and
other tools.

Keywords: Central Bank; Inflation; Monetary Policy; Co-integration; Oman.
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Observations 22 22 22 22 22

aHelal! 3.53-440.6 °

ot @bl bl I Jsamll sda S Ayl Slpiie o LLEY Asa400 (4) Joz miss

Ldw ‘_,ﬁ é...\_” 9565l e Juaa

il o Dol ¥ Adgdinn :(4) Joua

<
INFLN IMPORT LRR Ms GEXP
INFLN 1.000000 0.400472 -0.064291 0.592694 0219535
IMPORT 0.400472 1.000000 0.323421 0.330393 0.484627
LRR -0.064291 0.323421 1.000000 0.013698 0.312411
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INFLN 0.679540 4.3678 {0.0020}
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