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Abstract. The aim of this paper is to examine the possibility of monetary integration between the Gulf
Cooperation Council Countries. To this end, this paper has applied recently developed methodology on
the analysis and cointegration of economic time series to test a variant of purchasing power parity PPP.
The result generally show that consumer prices and nominal exchange rate in each country to be I{1).
However, there is some limited evidence in support of the hypothesis of cointegration. The strongest sup-
port for cointegration in Only for the Saudi-Bahraini price levels. Evidence of cointegration between
Saudi Riyal/Kuwaiti Dinar nominal exchange rate and the ratio of domestic prices is marginal. Same result
was reached when Bahraini data was used instead of Saudi data. Based on these results, it can be said that
the monetary integration is possible since there is a long-run equilibrium relationship to which exchange

rates tend to coverage over time.






	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

