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Abstract. Using a Vector Auto-regression Approach (VAR), this paper attempts to analyze the dynamic
behavior of the non-oil GDP of Saudi Arabia for the period 1963-2004.

The results of the variance decompositions and the impulse response functions highlight the relative
important role played by private consumption and public investment in the fluctuation of the non-oil GDP.
Their contributions in the forecast variance of the non-oil GDP range from about 49% and 24% in the short run
to about 54% and 36% in the long run, respectively. Furthermore, these two variables also have the same
important role in explaining the fluctuation behavior of the other variables that comprise the aggregate
demand.






