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ADF at level
Variables Intercept Trend and Intercept
LnEX 0.731171 [0] -2.221215 [1]
LnINT(d) -3.477115 [1] ** —3.779440 [1] *=
LNnINT(f) -1.871799 [1] -4.264688 [2] **
LnDEP(f)/Dep(t) -3.769786 [0] * -4.096994 [0] *=
ADF at first difference
LnEX -3.507735 [o] *= -3.632706 [0] ==

(1) The results of second column are based on assuming the existence of a constant in the
regressions, while the results of third column are based on assuming the existence of a constant
and a time trend in the regressions. (2) The * indicates rejection the null hypothesis of unit root
at 1% significant level. (3) The ** indicates rejection the null hypothesis of unit root at 5%
significant level. (4) The *** indicates rejection the null hypothesis of unit root at 10% significant
level. (5) The lag length of the ADF regression is specified in brackets [ ]. (6) The lag length of
the ADF regression is based on the Schwarz Information Criterion (SIC) for appropriate lag length.
Source: Authors Analysis using eviews 10

glay) &) yid YA

DAl W 0sSam ua SAlVEUaY) 358 Jsh st agall o VAR gises il

AN e Jolal i e JUdl ¢ ja) die 3 juate il aadi (Kayy @il e

ALl (8 UiVl at 5 Jea 4380 Glaglaa o Jsand) )5 pall (e ASAD) il

ol ) Jaall gy A Vg elalel) an j8l 3 el Juslall Jshal ol aall
sUasY) 558 aant g eUany) ol yiLasl

Lag LogL LR FPE AlC sSC HQ
o] -654998 NA 9.65e-06 —0.196667 —0.004691 —0.139582

1 6.80553 114.3194 1.78e-07 —-4.207817 —-3.247938* —3.922395
2 7.60360 27.73075* 1.36e-07* —4.563230* —2.835447 —4.049469*

— LR indicates the sequential modified LR test = indicates the lag order selected by the criteria.
statistic; FPE the final prediction error; AIC the Akaike information criterion; SC the Schwarz information
criterion; and HQ the Hannan—Quinn information criterion.

Source: Authors Analysis using eviews 10.
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LnINT(d) LnINT(f) LnDEP f)[DEP(t} D(LnEX)

1.075481 *| 0.617792 ~0.382443 0.502004

LnINT(d) (-1} (0.39915) | (2.04117) (0.42876) (0.35012)
[0.0088] | [0.7630] [0.3754] [0.1560]

~0.464974 | -1.043998 0.012341 ~0.257883

LnINT(d) (-2} (0.31407) |  (1.60610) (0.33737) (0.27549)
[0.1431] | [0.5177] [0.9709] [0.3524]

0.045974 | 1.105634 * 0.116877 ~0.075848

LaINT(f) (-1) (0.05727) |  (0.29284) (0.06151) (0.05023)
[0.4247) | [0.0003] [0.0614] [0.1354]

-0.053705 | -0.357923 ~0.054950 0.041252

LINT(f) (-2) (0.05207) |  (0.26628) (0.05593) (0.04567)
[0.3058] | [0.1831] [0.3292] [0.3694]

~0.266845 | 0.420139 0.157655 0.874947 *

LnDEP(ADEP(t) (-1)| (0.32563) | (1.66521) (0-34978) (0.28563)
[0.4152] | [0.8013] [0.6535] [0.0031]

0.330266 | 1.358033 0.612426 ~0.525466

LnDEP(ADEP(t) (-2)| (0.30508) | (1.56012) (0.32771) (0.26760)
[0.2826] | [0.3869] [0.0657] [0.0534]

-0.474944 | -1.582056 | -1.114367 ** 1.131235 *

D(LnEX(-1)) (0-47478) | (2.42794) (0.51000) (0.41646)
[0.3205] | [0.5167] [0.0321] [0.0083]

0144646 | -0.807931 0.096074 ~0.013182

D(LnEX(-2)) (0.23131) | (1.18287) (0.24847) (0.20289)
[0.5337) |  [0.4968] [0.7001] [0.9288]

0718961 | -4.504463 1.472142 ** -1.625161 *

c (0.60396) |  (3.08851) (0.64875) (0.52976)
[0.2378] | [0.1491] [0.0263] [0.0030]

R—squared 0.778260 | 0.828787 0.721778 0.551033
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The Expected Effects of Raising the Interest
Rate and the Depreciation of the Egyptian Pound on
the Egyptian Economy

Dr. Ahmed Eid Ibrahim
Abstract:

The main objective of this paper is to study the effectiveness and
extent of the success of the policy of raising interest rates and the
depreciation of the Egyptian pound in targeting inflation and stability of the
exchange rate in order to understand the requirements and challenges of
monetary policy, Where We first shed light on the theoretical literature
related to monetary policy and focusing on the policy of raising the interest
rate as the most prominent tools used, and the results showed that the effect
of the policy of raising interest rates appears in the short term, due to the
ease of monetary policy adapting to economic conditions, but taking into
account that the rest of the monetary policy tools are not a solution Quickly,
it needs time to take effect, and it also needs further tightening of monetary
conditions. The failure to raise interest rates would have put pressure on the
Egyptian pound, as it would have prompted investors to sell their assets and
invest their returns in dollar-denominated investments with high returns.

Keywords: Monetary Policy; interest rate; exchange rate; inflation
targeting; contemporary challenges.
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