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Abstract:
The purpose of this study is to analyze the effects of inflation on macroeconomic stability in Bangladesh, specifically investigating how inflation affects GDP growth through key economic variables including Gross Capital Formation (GCF), Broad Money Supply (BM),Foreign Direct Investment (FDI), Personal remittance inflow (PR), and Financial Assets (FA).
The data range for my research is from 1976 to 2023 ,utilizing the Autoregressive Distributed Lag  model. By using Augmented Dickey-Fuller (ADF) and Phillips-Perron (PP) unit root tests the stationarity of the variables was assessed. The ARDL bounds testing method was employed to verify long-term cointegration, and several diagnostic assessments were performed to validate the model’s robustness. The main findings indicate that inflation adversely impacts GDP growth over the long term. Gross Capital Formation and remittances exert substantial positive relation with economic growth. The impacts of Broad Money and Foreign Direct Investment are varied; however personal remittance demonstrates a beneficial influence on macroeconomic performance. This study's applications extend to macroeconomics, development economics, financial economics, policy design, and applied econometrics. The originality of this research lies in the integration of different macroeconomic variables inside a uniform ARDL framework, providing a holistic perspective on the interaction between inflation, investment, remittances, and financial indicators. This study enhances the current research by integrating both short-run and long-run perspectives on Bangladesh's economy, offering relevant insights for policy development.
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Introduction
Inflation is crucial for macroeconomic stability, significantly impacting economic metrics including (GDP) growth, the total movement of financial resources and investment in an economy. According to (Feldkircher & Siklos, 2019), inflation, whether stable or erratic, can influence consumer behavior, investor confidence, and the efficacy of monetary policy, therefore impacting the whole economic landscape. When inflation goes above an acceptable level, it can make living and business costs go up, real income go down at the same time buying power also go down. This could make people spend less money and make investors less likely to invest in either the US or other countries, which would slow down economic growth. In Bangladesh, inflationary trends have consistently posed a macroeconomic challenge, significantly impacting essential economic variables including Gross capital formation (GCF), Broad money supply (BM) and Foreign direct investment (FDI), Private sector credit (PR), and financial assets (FA). (Rahman, 2015) pointed out that inflation in Bangladesh has hurt the cost structures of businesses and made it hard to know what returns on investments will be, making the country less attractive to foreign investors. Higher inflation can make investment returns less valuable in real terms, making it harder for investors to plan for the long term and keeping money from coming in. High and unstable inflation hurts gross capital formation, which is a key driver of economic growth. Unpredictable inflation raises the risk premium on investments, which makes businesses and people put off or cut back on their capital spending. Also, to speed up economic growth, expansionary monetary policies often include increasing the broad money supply (BM), which includes demand deposits and cash in circulation. But if real output growth isn't matched by too much money growth, it can create a bad cycle of inflation and instability that makes inflationary pressures worse. Inflation also has an effect on private sector credit (PR), which is important for encouraging business and industrial activity. The central bank often raises the interest rate to keep prices in check. This makes it costlier for businesses to get loans. This could cause a lack of credit, which would make it harder for businesses to grow and lower their ability to produce. In the same way, financial assets (FA) may lose value in real terms during times of inflation, which could change the preferences of investors and mess up financial markets. In the last ten years, Bangladesh has encountered variable inflation rates, influenced by domestic elements including fiscal deficits, supply chain disruptions, and energy costs, as well as global disturbances such as commodity price fluctuations and currency devaluation. As stated by to (Sadia Tasneem, 2024)these inflationary trends have significantly impacted economic stability, with episodes of elevated inflation associated with diminished investment activity, decreased economic growth, and instability in the financial sector. The central bank's policy measures, intended to stabilize inflation, frequently encounter trade-offs between price control and promoting economic growth.
The Bangladesh Bureau of Statistics reports that the average inflation rate in Bangladesh has been around 6% in recent years, influenced by external shocks, supply chain disruptions, and alterations in monetary policy (Shahriar et al., 2024). The correlation between GDP growth and inflation has been extensively discussed, with certain research indicating a detrimental effect, whereas others emphasize its contribution to economic expansion contingent upon the inflation threshold (Uddin et al., 2017). Although research has investigated the influence of inflation on macroeconomic stability, there are still deficiencies in comprehending how particular variables, such as FDI, GCF, BM, PR, and FA, interact with inflation to influence economic results (Sayek, 2009); (Orphanides & Solow, 1990).
Current literature has examined the impact of corruption, inflation on income inequality and central bank policies ((Al-Marhubi, n.d.) (Braun & Di Tella, 2004); (Dolmas et al., 2000), yet there is a paucity of research that specifically investigates recent trends in Bangladesh through a comprehensive macroeconomic framework. Most prior research has concentrated on either inflation-growth dynamics or inflation-investment linkages, neglecting a comprehensive approach to macroeconomic stability (Das, 2019); (Shakhaowat Hossin, 2015). This study aims to fill this gap by examining the impact of inflation on GDP growth, considering key macroeconomic indicators such as FDI, GCF, BM, PR, and FA in Bangladesh. (Nawarb & Al Araby, 2024); (Hossain, n.d.)
The objective of the research is to provide empirical data regarding the influence of inflation on macroeconomic stability in Bangladesh through the integration of various economic variables, thereby informing policy decisions and macroeconomic planning. The study is arranged as follows for the remainder. The literature on macroeconomic effect of inflation in developing countries is examined in section 2, data descriptions and research technique in section 3. The results analysis is shown in section 4. Findings and conclusion are discussed in section 5, finally some policy recommendations are added in section 5.
Literature Review:
Inflation and Macroeconomic Stability
Inflation is acknowledged as a factor affecting macroeconomic stability, impacting economic development, investment, and the efficacy of monetary policy (Feldkircher & Siklos, 2019). Research indicates that inflationary pressures might induce uncertainty in financial markets, hindering Economic growth and deterring Investment and (Dolmas et al., 2000).Few researcher  contend that moderate inflation on economic growth can be positive by enhancing aggregate demand (Phelps, 1973)
The Relationship Between GDP Growth and Inflation 
Numerous studies have investigated the relationship between inflation and GDP growth, yielding inconclusive results. (Uddin et al., n.d.)propose the adverse effect of inflation on GDP growth beyond a specific threshold, however (Sayek, 2009)asserts that inflation can stimulate short-term economic growth if controlled appropriately. (Shakhaowat Hossin, 2015) identifies a nonlinear link between GDP growth in Bangladesh and  inflation, indicating that the adverse effect of inflation on economic growth over time.
Investment and Inflation 
Gross capital formation (GCF) and  Foreign direct investment (FDI) are essential elements affected by inflationary trends (Rahman, 2015). Elevated inflation deters foreign direct investment by undermining investor confidence, but regulated inflation can entice investment by guaranteeing predictable returns (Hasan, 2021). (Nawarb & Al Araby, 2024)) present panel data evidence indicating that macroeconomic stability, particularly inflation management, is essential for sustainable investment inflows.

The Role of Monetary Policy.
Broad money supply (BM) and private sector credit (PR) are pivotal in regulating inflation and maintaining economic stability (Orphanides & Solow, 1990). Expansionary monetary policies may induce inflationary pressures, whereas restrictive measures might mitigate inflation at the cost of economic growth (Narayan et al., 2011). (Frenkel & Mehrez, n.d.) underscore the misallocation of resources resulting from inflationary policies, which adversely impact overall macroeconomic performance
Inflation and Financial Assets.
Financial assets (FA) represent a significant macroeconomic element influenced by inflation. Inflation diminishes the actual worth of financial assets, resulting in changes in investment behavior (Suyderhoud & Veseth, 1976). (Feldkircher & Siklos, 2019) examine the impact of inflation expectations on financial markets, influencing asset valuation and capital distribution.
This paper enhances the most recent literature by providing a comprehensive analysis on inflation's effect on macroeconomic stability in Bangladesh, utilizing a unified ARDL framework that incorporates numerous variables: GDP, INF, FDI, GCF, BM, and PR. Comparing with others the study employs an extensive dataset spanning 1976 to 2023, integrating current economic shocks and policy alterations to provide new empirical findings. Thus, in light of these studies conclusion therefore, we emphasize: the impact of inflation on GDP growth, Gross capital formation can have either a positive or negative impact, effect of remittances on overall performance and how FDI interacts with the selected macroeconomic factors.
Data and Variables:
	Dependent Variable
	Independent Variables

	

 GDP Growth (annual %) at time t
	  = Inflation (annual %)

	
	 = Foreign direct investment (% of GDP)

	
	  = Broad money (% of GDP)

	
	 = Gross capital formation (% of GDP)

	
	 = Personal remittances, received (% of GDP)


List 1- Description of Dependent and Independent Variables Used in the Model
This study utilizes data over the time period from 1976 to 2023.The source of the data is World Bank data bank. Here, the GDP growth rate shows the dependent reflecting the nation's overall economic performance.
The key independent variables are:
 Inflation (INF): Quantified as the yearly percentage variation in the GDP deflator, indicative of the general level of prices within the economy.
Foreign Direct Investment (FDI): FDI reflects the effects of external capital on domestic economic growth.
Broad Money : Shows the proportion of wide (M2) money relative to GDP, utilized to represent the influence of monetary expansion and liquidity circumstances.
Gross Capital Formation :  signifying investment in tangible assets like infrastructure, machinery, and buildings that augment productive capacity 
Personal Remittances ): Articulated as a % of GDP, highlighting the contribution of remittances from migrant workers to household consumption and macroeconomic stability.


Methodology
Materials and Methods
The Autoregressive Distributed Lag (ARDL) model is used to look at how macroeconomic stability in Bangladesh affects GDP growth. This method takes into account both long-term equilibrium points and short-term changes. It uses a correction mechanism (ECM) that has to be statistically significant and negative. This shows how quickly variables reach their long-run balance. The ARDL method is adaptable as it facilitates cointegration testing regardless of the differing integration orders of the variables. It does a great job of looking at both short-term and long-term association among time series variables, which makes it a great way to learn about intricate relationship. The Bound test method shows that there is a long-term connection, and the model's ability to choose lags makes it more accurate.
Model Specification
The following econometric model demonstrates the relationship between GDP growth and the independent variables:
                              (1)

Where:
is the Constant term,  is  the long-term elasticities of GDP growth in relation to the explanatory variables & = Error Term.

Unit Root Test. 
The Augmented Dickey-Fuller (ADF) & Phillips-Perron (PP) tests are used to look at  the time series for stationarity in order to prevent  false regression. The Phillips-Perron (PP) test (Phillips & Perron, 1988) and the Augmented Dickey-Fuller (ADF) test are two common tests used to find out if something is stationary and what order of integration it is in. The Phillips-Perron (PP) test & the Augmented Dickey-Fuller (ADF) test are two common ways to see if a time series is stable and what integration of order it is in. A series that stays at the same level (like Z_t Z_t) is called I (0) or integrated of zero order. If it becomes stationary after the first difference (for example, (Z_t-Z_t-1)), it is classified as I (1) or integrated of order 1.
The well-known ADF test examine the unit root test. The ADF test equation is specified as:
                                                                      (2)
Where:
 = Variable under investigation (e.g., etc.).
= First difference of 
 = Constant term.
 = Time trend.
 = Coefficient of the delaying level of Yt ​.
 = Differences in coefficients of lagged.
 = Error term

f θ is 0, then I is the variable. The Phillips-Perron (Phillips & Perron, 1988) (PP) test is also used to make sure the results are correct. These checks ensure the trustworthiness of the study by establishing stationarity and preventing erroneous regression conclusions.
Cointegration Test
When two or more-time series exhibit non-stationarity, a stable long term association existence is known by employing the test of cointegration. This test is employed to find out if all variables in a model maintain the same order of integration after differencing. For cointegration to exist, there are two conditions. These are:
1. The integration order of each series must be same.
2. The linear combination of the series must be stationary at their respective levels (Thome, 2015).
The maximum likelihood method is employed to analyses long-run equilibrium relationships (Johansen & Juselius, 1990). Maximum eigenvalue test & the trace test is utilized to find out the quantity of cointegrating vectors. The test can be summarized as follows:
                         (3)
Where:
Xt​: Vector of endogenous variables (e.g., etc.). 
Π: Matrix of long-term coefficients.
Γi​: Matrix of short-term coefficients.
ϵt​: Error term.
The rank of Π (denoted as r) determines the presence of cointegration:
If r=0r=0, no cointegration exists, and the model reduces to a VAR of order pp.
If 0<r<n, there are r cointegrating vectors, and Π=αβ′. Here, α tells you how strong the relationship is, and β represents the cointegrating vector. Even if Wt​ is I(1), β′Wt​ is I(0).
Bound Test Equation
The Autoregressive Distributed Lag (ARDL) model is utilized to evaluate the short-run  and long-run dynamics. The bound test equation for the model is given below:

                  					                    (3)
Where:
· Δ: First difference operator.
· (Β1 …… β6))9​, & (θ1…... θ6): Short-term coefficients.
· ϕ1​ to ϕ6​: Long-term coefficients.
· ϵt​: Error term.
Result and Discussion
Result
Table 1: Description of the Statistics
	Variable
	Mean
	Standard deviation
	Maximum
	Minimum

	GDP
	5.158651
	1.566244
	7.881915
	0.819142

	INF
	6.999575
	1.566244
	27.85074
	-17.63042

	FDI
	0.425791
	0.491361
	1.735320
	-0.051460

	BM
	36.79323
	17.50683
	64.50655
	11.41806

	GCF
	22.29032
	6.485708
	32.21373
	9.911362

	PR
	4.605235
	2.717105
	10.59151
	0.185441


The descriptive statistics indicate that Bangladesh has sustained a consistent GDP growth rate, averaging 5.16%, with a peak of 7.88% and a trough of 0.82%. Inflation demonstrates shows significant differences, with an average of 6.99% & a peak of 27.85%, suggesting possible instability in price levels. Foreign Direct Investment (FDI) remains subdued, averaging 0.43%, indicating potential for enhanced investment inflows. Broad Money (BM) exhibits considerable fluctuation, indicative of evolving monetary policy adjustments, whilst Gross Capital Formation (GCF) maintains stability at an average of 22.29%, denoting a steady investment trend. Personal remittances (PR) significantly enhance economic stability, averaging 4.61% of GDP.
	Series
	Integrated Order

	GDP
	I(0)

	INF
	I(1)

	FDI
	I(1)

	BM
	I(1)

	GCF
	I(1)

	PR
	I(1)


 Table 2. Stationarity Test
GDP growth rate is I(0) is rivaled by the stationarity tests , indicating it is stationary at the level, but inflation, FDI, BM, GCF, and PR are I(1), necessitating first differencing to achieve stationarity. Due to this combination of integrating order, the suitable model for the investigation is the Autoregressive Distributed Lag (ARDL) model. (Pesaran et al., 2001).



              Figure 1: Time series graph of variables from the period 1976 to 2023
Table-3: The outcome of ARDL (4, 4, 3, 3, 0, 1)
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.*

	GDP(-1)
	-0.456514
	0.151884
	-3.005681
	***

	GDP(-2)
	-0.459085
	0.138723
	-3.309366
	***

	GDP(-3)
	-0.012738
	0.122612
	-0.103889
	

	GDP(-4)
	-0.381057
	0.123237
	-3.092073
	***

	INF
	0.027675
	0.051231
	0.540204
	

	INF(-1)
	-0.062964
	0.042825
	-1.470266
	

	INF(-2)
	-0.088409
	0.039646
	-2.229997
	**

	INF(-3)
	0.055265
	0.024497
	2.255982
	**

	INF(-4)
	-0.061379
	0.020406
	-3.007907
	***

	FDI
	0.196717
	0.717127
	0.274313
	

	FDI(-1)
	-0.365169
	0.766975
	-0.476116
	

	FDI(-2)
	0.866805
	0.727020
	1.192272
	

	FDI(-3)
	1.177021
	0.660104
	1.783083
	*

	BM
	-0.112299
	0.089030
	-1.261370
	

	BM(-1)
	-0.027724
	0.125672
	-0.220609
	

	BM(-2)
	-0.056155
	0.121018
	-0.464022
	

	BM(-3)
	0.172605
	0.085315
	2.023151
	**

	GCF
	0.276744
	0.098314
	2.814907
	***

	PR
	0.539992
	0.236227
	2.285905
	**

	PR(-1)
	-0.392486
	0.298532
	-1.314719
	

	C
	6.081317
	1.609375
	3.778682
	


 Notes: ***, **, * indicates statistical significance at 1%,5% and 10% correspondingly
The ARDL findings indicate that previous GDP growth adversely affects current growth, implying that historical economic performance effects future stability. Inflation demonstrates varied short-term effects, with certain lags showing statistical significance. The coefficient of INF (-2) is negative and statistically shows 5% level of significance, signifying that inflation has a delayed adverse effect on GDP growth. Likewise, INF (-4) is substantial at the 1% level, corroborating the adverse impact of inflation in the long term (Fischer, 1993; Barro, 1995).
The impact of FDI is predominantly negligible, except at the third lag, where it exhibits a positive effect significantly at the 10% level. This signifies that foreign direct investment inflows require time to convert into economic growth. The broad money supply (BM) at lag 3 is positively significant, suggesting that monetary expansion facilitates GDP growth with a time lag. Gross Capital Formation (GCF) shows a positive correlation with GDP growth rate and is very notable at the 1% threshold, emphasizing the critical role of investment in economic stability. Personal remittances (PR) also favorably affect GDP at the 5% significance level, indicating the essential importance of remittances in stabilizing the economy (World Bank, 2023).

Table 4. Result of Bound test 
	F-statistic = 9.823830

	Level of significance
	Lower Bound Value
	Upper Bound Value

	10%
	2.26
	3.35

	5%
	2.62
	3.79

	2.5%
	2.96
		4.18




	1%
	3.41
		4.68





 The Bounds Test validates a long-run cointegration interrelationship of the variables, as the F-statistic of 9.823830 is higher than the essential upper bound value significant at the 5% level. This outcome corroborates the presence of a prolonged duration or long term equilibrium link among GDP growth, inflation, and many independent variables.








	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	C
	6.081317
	0.711049
	8.552595
	***

	D(GDP(-1))
	0.852880
	0.213069
	4.002826
	***

	D(GDP(-2))
	0.393795
	0.150965
	2.608523
	**

	D(GDP(-3))
	0.381057
	0.096099
	3.965269
	***

	D(INF)
	0.027675
	0.036988
	0.748212
	

	D(INF(-1))
	0.094524
	0.038632
	2.446764
	**

	D(INF(-2))
	0.006114
	0.019603
	0.311898
	

	D(INF(-3))
	0.061379
	0.016706
	3.674182
	***

	D(FDI)
	0.196717
	0.494955
	0.397445
	

	D(FDI(-1))
	-2.043825
	0.595170
	-3.434020
	**

	D(FDI(-2))
	-1.177021
	0.505652
	-2.327728
	**

	D(BM)
	-0.112299
	0.064038
	-1.753648
	*

	D(BM(-1))
	-0.116450
	0.071218
	-1.635121
	

	D(BM(-2))
	-0.172605
	0.073000
	-2.364456
	**

	D(PR)
	0.539992
	0.198775
	2.716605
	**

	CointEq(-1)*
	-2.309394
	0.272626
	-8.470931
	***


 Table 5. Short run estimation outcome
Notes: ***, **, * denotes statistical significance at the 1%, 5% & 10% respectively
The short-run estimation results corroborate the findings, as the ECM (CointEq (-1)) is exceedingly significant & negative at the 1% level. This signifies that GDP growth rapidly reverts to long-term equilibrium after economic disturbances. The short-term impact of inflation is beneficial in certain circumstances, indicating that transient inflationary disturbances may enhance economic activity. Nonetheless, prolonged inflation continues to be harmful. The short-term effects of FDI are ambiguous, exhibiting substantial negative coefficients at the first and second lags, indicating the possibility of short-term instability prior to the realization of FDI benefits (IMF, 2023). The broad money supply requires vigilant oversight; as excessive increase adversely affects GDP growth rate in the short term.
Table 6. Diagnostic Test result
	Test
	value
	P-value

	Serial Correlation (LM) test 
	0.240029
	0.7887

	Breusch-Pagan-Godfrey for Heteroscedasticity
	0.928533
	0.5633

	Normality
	5.059264
	0.079688


Diagnostic tests validate the model's integrity, indicating the absence of LM test or the  serial correlation ( P = 0.7887) &the  heteroscedasticity concerns (Breusch-Pagan p = 0.5633). The normality test (p = 0.079688) suggests that the residuals are about normally distributed, hence enhancing the dependability of the estimation findings.
Discussion
Inflation continues to be a significant macroeconomic issue, especially for emerging countries such as Bangladesh, where it affects GDP, employment, and general economic stability. Many studies have shown how complicated the link is between inflation and the economy as a whole.
(Baharumshah et al., 2016) provide substantial evidence that inflation and its associated uncertainties negatively affect economic growth in emerging and developing nations. Their findings show that fluctuations in the price level hurt investment confidence and resource allocation, both of which are important for macroeconomic stability. Inflation in Bangladesh is influenced by both demand and cost-push factors, and this instability can threaten sustainable growth strategies.
(Khan & Naushad, 2020) provide additional evidence of the harmful effects of prolonged inflation by examining global statistics. They say that inflation lowers people's buying power, changes how they spend their money, and could cause long-term inefficiencies in how resources are used. Their analysis indicates that unchecked inflation in Bangladesh could hinder household welfare and weaken the economy's ability to withstand external shocks. Use global statistics to back up your claim that long-run inflation has bad impacts. They are saying inflation lowers people's buying power, changes how they spend their money, and could lead to long-term inefficiencies in how resources are used. Their analysis indicates that unchecked inflation in Bangladesh could hinder household well-being and reduce economic resilience to external shocks. 
In Bangladesh, (MAhMud & MondAl, n.d.) did an econometric study and found that the main factors that affect inflation are the money supply, changes in the exchange rate, and international commodity prices. These forces interact with weaknesses in the domestic structure, making macroeconomic stability vulnerable to both internal and external pressures. Their findings emphasize the imperative of regulating inflation through coordinated monetary and fiscal policies to ensure sustainable development.
The ARDL limits testing strategy, as delineated by (Pesaran et al., 2001),provides a suitable framework for analyzing long-term equilibrium interactions among variables including inflation, growth, and monetary policy instruments. This method has been widely employed in empirical macroeconomic research, enabling the identification of both short- and long-term dynamics, which are crucial for understanding the lasting effects of inflation on Bangladesh's macroeconomic framework.
 Also, (Sa’idu & Muhammad, 2015) looks at how inflation and unemployment both affect GDP growth. Both traits were discovered to have a big and detrimental impact on development in emerging countries. This supports the idea that inflation in Bangladesh could hurt productivity and make social unrest worse if it isn't handled properly through policy changes. 
Finally, (Younus, n.d.)adds to the larger conversation by looking at the macroeconomic effects of inflation using recent panel data analysis. His work highlights the connection between inflation and the stability of the external sector, changes in the exchange rate & changes in interest rates, this are all important parts of Bangladesh's macroeconomic stability.
These studies collectively emphasize that inflation is not an isolated macroeconomic phenomenon; rather, it is deeply interconnected with fiscal discipline, monetary credibility, and institutional effectiveness. Bangladesh needs a comprehensive and proactive inflation management strategy, based on reliable data, structural reforms, and following international best practices, in order to achieve macroeconomic stability.   
Conclusion
This research offers significant evidence regarding the association between inflation & GDP growth rate in Bangladesh. The findings indicate the detrimental impact of inflation on long-term GDP growth rate, corroborating the perspective that persistent inflation destabilizes the macro economy by diminishing purchasing power, deterring investment, and distorting economic indicators. These results support Fischer's (1993) claims about how inflation can have long-term effects on the economy. Investment, as indicated by gross capital formation, and remittances, at the same time, greatly speed up economic growth. Investment quickly boosts production capacity and infrastructure development. Remittances, on the other hand, help households spend more and give them another way to get cash, especially when the economy is tough. These inflows not only help GDP growth, but they also help keep the overall macroeconomic environment stable. The consequences of (FDI) foreign direct investment are more complicated. (FDI) Foreign direct investment seems to have good long-RUN effects, but the short-term effects are less stable and can be bad, possibly because of delays in making adjustments, moving capital back to the home country, or relying on outside investors. This indicates that the advantages of FDI are not inherent and may necessitate conducive institutional frameworks and policy alignment to optimize their beneficial effects. A strong and statistically significant error correction term shows that Bangladesh's economy can get back to long-term balance after short-term problems. This resilience shows the necessity of sustaining economic policies that promote recovery and stability. The study underscores the necessity for policymakers to implement a balanced strategy: managing inflation through prudent monetary policy, while simultaneously promoting investment and facilitating remittance flows. Bangladesh's economy can grow steadily and fairly if there is stable inflation, productive investment, and a lot of money coming in from remittances.
Policy Implications
The findings of the study possess significant important effects on Bangladesh's economic policy. Because inflation hurts long-term GDP growth a lot, it is important for policymakers to focus on controlling it through smart monetary and fiscal policies. Keeping prices stable will help people keep their purchasing power, encourage investment, and reduce macroeconomic distortions.  
Second, the big positive effect of Gross Capital Formation shows how important it is to get both public and private investment. This can be done by improving infrastructure, strengthening financial markets, and making the business environment more welcoming to encourage industrialization and growth in capacity.
 Third, remittances are a very important factor in growth and stability. Policymakers should find ways to lower transfer costs, make it easier for everyone to use financial services, and make sure that remittance flows go toward productive investments instead of just domestic consumption.
Fourth, the mixed effects of Foreign Direct Investment (FDI) show that we need a good institutional and regulatory framework. Policies must prioritize improving governance, keeping things clear, and aligning foreign direct investment with national development goals in order to get the most long run benefits while reducing short run change.
 Lastly, the presence of a strong error correction mechanism indicates that the economy has the strength to return to equilibrium after disruptions. To ensure long-term and inclusive economic growth, this resilience needs to be supported by a balanced policy mix that addresses inflation, encourages investment, and makes it easier for remittances to come in.
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