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Abstract: 

The purpose of this research is to investigate the effect 

of imposing exchange rate arrangements on trading 

volume of regional trade cooperation in selected Islamic 

countries. Countries examined in this study, are ECO, 
GCC and D-8, consists of 26 countries during the years 

2001-2012 using the generalized gravity model and a 

two-step system of generalized method of moments 

(GMM). The results show that applying different 

exchange rate arrangements has had significant 

influence on imports, so that in D-8 and ECO countries, 

free floating exchange rate arrangements with 

coefficients of 1.03 and 13.7 have had the greatest 

impacts on import. In GCC group, pegged arrangements 

with coefficient of 1.39 have had a significant and 

positive impact on the volume of bilateral trade between 

members.  
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fZffff mZkf fZfgl^ fZgf\n fZffff jZ]] fZf]gk fZ\jfk fZffff lZ^l�h  fZfgl\ fZ\n\n�h  LnRERij 

fZffff kZ^l�h  fZf\j^ fZfn^f�h  fZffff \\Zlk fZff\f fZf\gj fZffff \lZ^]�h  fZf\lg fZgmjg�h  LnLinderij 

fZffff lZkl�h  gZf^mn \]Zmk^mh  * * * * fZfknf \Z^f�h  fZkjgn \Zf]fm�h  DFL 

fZffff lZkk�h  gZfmkm \]Zk^]lh  * * * * fZ\jgf \Zjm�h  fZk\mk fZmlfg�h  DMF 

fZffff lZjn�h  gZfkmg \]Z]]^]h  * * * * fZ]\gf \Zf\�h  fZkfm\ fZk\gn�h  DCP 

fZffff lZ]\�h gZflg] \]Zf\\^nh fZffff kZf\ fZgmn] \Z]^jn fZlm\f fZjg�h  fZjnjk fZgfkm�h  DPG 

Number of obs=989 
Wald  test = 39.857 (Prob:0.0000) 

Sargan test: (J Stat = 72.74858) 

Prob > chi2  =    0.9651 
AR(1)  test:  Prob>z=0.0001 

Number of obs=330 
Wald  test = 3.44 (Prob:0.0000) 
Sargan test: (J Stat = 29.97939) 

Prob > chi2  =    0.9998 

AR(1)  test:  Prob>z=0.0008 
�Note: Dfl,Dmf and Dcp dropped 

because of collinearity 

Number of obs=616 
Wald  test = 1.14  (Prob:0.0000) 
Sargan test: (J Stat = 54.29376) 

Prob > chi2  = 0.9774 
AR(1)  test:  Prob>z = 0.0230 
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