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Summary:
The objective of this study was to determine the nature of the causal
relations between inflation, money supply and government spending in
Egypt during the period from 1980 to 2016. Therefore, a standard
model was estimated including three variables. The three variable
variables are the inflation rate as measured by the consumer price index
and two independent variables: government spending and broad money
supply using the Granger methodology to test causal relationships, unit
root tests, and VAR test to estimate the model. The study found a
causal relationship in one direction of money supply to inflation, a two-
way causal relationship between government expenditure and inflation.
The study recommended the need to reform monetary policies and to
link monetary expansion to GDP growth rate and to reform financial
policies to ensure rationalization of government expenditure and
directing government expenditure on productive areas.
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(0.02786)  (0.23282)  (0.15320)

[-2.48830]  [-1.84572]  [1.99234]
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Dependent variable: IR

Prob. df Chi-sq Excluded
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Dependent variable: M2

Prob. df Chi-sq Excluded

0.1552 2 3.725793 IR

(°) ad; Jgaa

Dependent variable: GS

Prob. df Chi-sq Excluded

0.0252 2 7.364509 IR
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