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Abstract

This paper aims at analyzing the causal relationship between inflation and money
supply in Sudan during the period 1970-2013. The relevant data was collected from
annual reports of central bank of Sudan. The Augmented Dickey-Fuller Test and
Phillips- Perron Test, were used to identify the order of integration for each variable
separately. The Co-integration test was used according to Johansen- Juselius's
Method, to test the existence of equilibrium relationship between the variables in the
long run. In addition, The Granger Methodology was also used to explore the

direction of the causality in the short run.

The statistical tests results showed that the variables were integrated of order two.
The results of Co-integration test indicated that there is a long-run equilibrium
relationship between the inflation and the money supply. Finally, the study found
that there is a causal relationship running from the money supply to the inflation

during the study period.
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