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Abstract

This study examined the twin deficit hypothesis in Egypt to clarify the relationship
between the general budget deficit and the current account balance deficit, using

a number of macroeconomic variables (real exchange rate, real interest rate,



GDP) in addition to trade opening during the period (1975 - 2018). The study
found a unidirectional causal relationship from the current account deficit to the
state budget deficit. This supports the validity of the current account targeting
hypothesis in Egypt. It also found a direct relationship between the deficit of the
public budget and the deficit. Current account in the short term. Policymakers
should therefore use appropriate means to remedy the current account deficit.
Policymakers should strengthen the export sector by developing a long—term plan
for growth in high value—added exports that is conditional on high quality of
products exported abroad and increased restrictions. On imports of some

intermediate goods and raw materials.
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b el ple o ) S g el mi ciliagiy L daghll gad) e dalall d5leall jacy (g)lal)
Ghpiall caila (M e@lail) Jaadl b ey o (Sall e Ll Saad) Q8lE ) g2 Y &l
skl gl e Ll B Saad) Bli ) g0k s 2 (gAY

Obaall Jaes A3lsall Jae Gn sk ABDle agag Auajd HLEAL (Y04 o) duhn cadal
assll da Hlaal) oY) ChLEaYl alaial @llds (Yo oV D) AAY) sl DA pae b g)lal
iy (i) dal€all pladials doghall Ja¥) A 4l 3Dle 3say 520 i) (aliy¥) Jalaa
45 ABDle g pxe ) lagiy cladll (haall da)s Alsall Jae dad chall G pte alaiiul
Y0y = VAAY) sl DA jean 3 Alsall Jaes (pladl el (B Jaed) G daY) Al
b AaasSall Alsall saajly (olall Glaall Gw AN (EL BAZ, 2014) iy cia,
Wt eomeal gy el JolSall Caglad aladialy @llyy (Y40 —1444) sl DA yas
(Hlaa) adl mU e LS A3lsall (3 Jaall) JEIS £ 3saill clpiaie il cdmad) hlasly
) oo IS Al crential o Jla) Jadl mU) e L€ (@l Gleall sy 8 sl
aiBy) el uad Baafan chieS (Al L JaaYl sl @l adall Copeall
& il e () @lall Qleall Sae o 00 Lufe L Al 3529 ) Jeasiy - (Sradll
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Claal) e Ll dubd)l @lyil 3 3aaal) (Nazier& Essam 2012) dul s
i€y SVAR zisat alasialy .(Yo) s —144Y) 55l DA yeme b Adall oyl euy (gla])
By (b ) () sl U e A€ Alsall (& Gaal)l ) dBLRYL duhall
e oial) 58U e (e IS Auhl) crential ¢ e Aad) mU (e i€ (glall Glaal
Jae 0e Y zedhe iladl e gl i L (leaY) Aaall mll) gle gl Adall Gl
O Jsangy cCipuall e (miting @lall Gleall uaty (bl illeall adlin e a5l 6l (2503
Ol e Ay A sl dalall clasal i saby ) a8 ells

(Helmy, Zups ciees 2 dahie 35 ) cliag 8 pas oo dilall @luball of
Oe oY) dolal s ADLe 35a w5 Ml ¢ uan B (lall Gluall alaginl dund 2018)
Nazier& Essam ) (o S claly codl oSy daladl jlsall Jae ) lal) Gluall aua) jac
Isng A clahall oda ciliagi Gua (piaall (m zsake 2l asag ((EL BAZ, 2014) (2012
Whe 225 Y b Gyl dump (Yeo) v e le) Auhs Cues Law opaal) O dae L Ble
ol Aail) Ball Caa) sa ) b DAY w09 My L eae B cpinall gn daY) Al
A JS 8 derdind) daSatll @l patiall Caaa) gl duhall 8 pasiead) @l Gigley)

Cibiia b lgalab seas o Ay (o asi ol S daeSaal) sl Gans s o aa
Oe dS Lol G (ol ALaY) b chaid) o3 ey cpiaall e 35 ) dul)
dua) Jaes Alsall Jae Gu A Lol xe ((Bhat &sharma, 2018) ((Mohanty, 2018)
@l claall

e e za (oadll ZEaY) 2ha) P e Al sl o8 dn duball 038 agiie N
On A sany A il 2 dgall 8 (geaad) dlai] old) (San ) (A LaeSanll ol paial)

talgill Jaall (glail) jUayl :¥
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Y=C+ G+ |+ X- M
Gl Gleall 3 =il 5l jaal) =cilalsl) —cfyaleal
(CA)= X-M
) AL~ gidall DL 3 (S) Adaall hiadl e el (S
S=Y-C-G+CA
@l Gleal) & (il o mall +casSall BLY) —eDlga) — i) Jaall = Ay
S Al Galal) LNl e el Kag
|- Y- C-G
casSall V)~ — agdl) Jaall = LNl Gus
: VS (lal)l Gleal) oy (Ko Nl
CA= S-I- (G+ R-T)
Lyl T OB e aluganll iR s
1 SIS Aol Alsladll vl (B) Syl d3jlgall O3lg Alls ) Uiey sl
CA=S-1+B
Sae b st G 13 LWL @hiaad) b)) are Al a8 daldl dsled) ) Ll
Glaall (3 Jac Yy Dlaa¥) cls b osaby G el gog Yy AN 8 s Giaay 455l
ADle Gaaties LY pe dalad) claaadl @il 13) 8y . 52))y Alee 3lan Ul «(g)lal)
sat¥) ki b lSaT Gl Saall sy Ml cdalall Wlsally @lal) Slaall G 8l
(Yo caball ¢ elsall)

O il (G > T) dalal) 3 Sae Lol Jle 1Y) 4 monpall Saal) daajp (iasiis

Gl O s ey el 1S palil (M > X)) Lad plad) leal) ae e Sl
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3l gasSall G A aal) s 1Y) Al (8 Sae ge Liad @lal) Qlaall e g of oSa
gl sl ) Jully el Ja gl 8 (Gl ) df La) il B alis)
-(Helmy,2018) #sial) sl (538 #3gaill & (uladl Lol zoajall Saall daajd o) aas Ml

() Qluall jasy Aijlsal) jas (e 4Bl :YLY

Glanll Sacs dalell &5jlgall Sae n ALl i clla Al zalidl (e wael) el
028 4aiiy (@lall Cluall jacs Alsall Jae G ADle 25ag (SN zeill) LRl s (ol
Rliad) ) as casSall GlaY) 53 o G @l Claall Jae ) dlsal) Sae (e AU
Blaall Aaad) Ao ula¥) alla dlayg 3l O aee aiifig Chasal (midtiug casSal)l lasY)
Mg AR Jal il maeas Mally duinl) claad) Bk iyl e o)) ade (05 Les
BaLl Aty bl (miasy AdlG ST chaball moain Bl ui g Syl e k)
‘éjtdlta} wll Gleall & s ‘éjtdlfj il el < Oaall Gy Glaylddl e @lyalall
Ay (Yere b gsltunn) dlsill Daall sy @ladl Qleall ae ) Alsal) Sae 525
Lozall (5255 Cigas z3sall 13g] gy .zsa3al) jaall dunjd (Mundell — Fleming) z3sai acuy
Glaall (& Jaall 52b) (N Gy Gpa e allad Cingar zgidall aLa@Y) 8 Gl AL
b Ly cclylgl) e allall 3aly ) (535 4t paliall oar Jeb Jin 25n5 oY co)lad
G is gl ade Ci Lee cdidaall JlauY) (sgine 8 82L) ) Al Goudl & llall 5ol
8l mag (lall laal) duamy & Hoas GBLAN ol a8 bl (aleaily Capall eu
O oSar U JaY) Bl e Bl ) ) Saall ol 1) ) Al Saal) Cauids ay
.(Nazier& Essam 2012) JAsall jleiay) ady

oy sy OB (zeiall Jaell daza aexn Al ARl Zilal) e gl e oSl
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o eyl e o Aadal 30 e o il ol LuesSal) clanll 6 o ) 13g) e sSal)
.(Helmy, 2018) sl cleall s,

Llsall Jae A lall Claall jae o s Sl Goiaall (g A Al llia (5S5 8

Giasy 1y clall Cluall Gilagind Gola e alanl ane’ Ll Lo LSl 2D sda Gt

EL BAZ, ) d5lsall ae 8alyy gobai®¥l saill aali Jl @lad) Qlasdl 8 jsaxill (505 Lavie
(2014

Jas pais G Y A sda b gaall cp slanY) A4 da) ALY 50 8 el
Dbl apaal Gopeall jaa Gl @3S 2Ll GuSs g oSy - oalal) Jaal) anlil 455l
-(Marinheiro, 2008) <alall ausds Gl g 32304

(@l Glaall Sacy &jleall jae o ADL dech @Yl 8 @SS (oAl sl el
lag) Gigy lysysa sulisalé ((FH) Feldstein—Horioka Puzzle (1980) &l awl Cagyed
oS Cun iy Aol JIgaY) Cugsy JUE) dapd as LNy IASY) C DAY ol ¢ all
(selpdl) Ll Gy Blsad il Laxie @lldy duial) laad) DA e dddadll cblenu) dised
ol Adsal) AT e 5ol dagy pe plsill Sl G daia dayy Sa b (YeVe cpbal)
(Aliall B Saall 52L) daasSall Galy@Y) lllie 5ol Gl (IS dadajd cafy ol 1) LJW
bl DAY (Rl 13y ¢ leial] e Aies BpeSl Lkl chaad) b galiadl ) a5
(Marinheiro, JWl () & Jis @lia oIS 13 lall Glaall 8 Saall 5305 ) e (535
Llaall Glaad) G ABe agag pe O (Jlsa¥) Gugs ) ALK ASAlL o e Alle i .2008)
aay dhaty Mol ddaadl jLéiny) clllie dagail axdin ia¥) Gl Gy of G leiuYls
.(Ncanywaé&Letsoala, 2018) didljie dayhy alall olall Glually dalall 4534l
(Nazier& Essam 2012) ((Merza et al., 2012) (= JS clulp <ol 8,
I93g At oag czadyall aclall lgle gl L ADe 2589 (Ncanywad Letsoalo, 2018)
O Aliiall daail) oda e s (Sa (@lall Claal) Jacs dalall A3jlsall Jae G duse Dl
3 G Y Clara Ge ) ()l Gleall Saes L) Saall 43041 Al Dl
o S Gleall b (Genll) s Z Y] Cligivs b (sal) mlissl ) (3,kl) (salaaY!
G ) (alid¥) G (lall Glasall dnay 8 (Unsa) Geon Jaadl sl alal) culad)
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s IS N &l oz 8 dnle dada Sigas aa GbA daghen A3l L) B
leesis Balal) (Sly Al o lal) Claall dua) Hady uaslgSill desall Gliel 3 L
.(Bhat &sharma, 2018) Il xa)ll Gawead ) (5250

Cpall o gl gy el Glluall saa)l ailis ) 25 8 Jl) gl o)
aldy (e Jiig 89 Al oL Gaady dobai®¥) Ayl huaY) ) CVDEAY) sda (a5 S . sl
OSN3 gl ol Saad) Aumjd oyl By skl sad) o Aplady) Al J3j0y daY)
Vol ol Lo Loaylall sea)¥) dalles oKe S I aadl 50L) ge W3l (gylad) leall Jae
M)y QAN Glaay dadiye Ll cllually L @llaad) 33yl o) - casSall Saall #3e
Oo zoal) aal) dumd lan L) aie B ke (Galad) + aladl) SV (glay @lall Gl
M) b palinl ) g2k sesSs e G Ll chaad) (mlias) of Cus ddaill sda
My Al o Jlae¥) 4l of ces oSy (Nazier& Essam 2012) glall
Aol (Sar m 3pus¥) gl sles o dainins dagSall Aijlsa b Jaall 50L)" ) @)lall Sl
Y a8 Lavie L lall Gluall sy e W) wosill 80 Gmige ol musi L) palal) g Uil
Balss gl By ) (ggoms 13 Gl cdnesst Al dubas o 30 die aldl Ko ilia) Sla
pe B Alaaa¥) sy mlall Gluall mmy jsan ) @l (350w Uiy cpuall o (B datia
Laldl) chasd) G (Blgiue Gila) Yas ) i laie AT Lal e walsill Saall dacasd
by e e glall Gluall @i Jally (LAY LapSall 8 pmianll Jalee lsier Wi
(EL BAZ, 2014) 53y dacajp ac i dulains)

(ol Gluall jasy daladl Aijlgall jas (o ABMall b g o
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cdl Jals maal coalaiyl ALY die allad) sladl pia (e 2hiaY) dipss 2 leadly glail
Bl A a8y Rdaaall Gligise Cpead (e ddde (5 Ll Lola®¥) Lall jise el cileadll
G (YTY0 led) aal Al e galaml) ZlaVly dasell ga Luladl clgasil
WY O AN (gpaaall LB S daaty (ol Glenl) duay B Saal) ail 54V @lgiad
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(hall BI jra (adall Cipall jen) S SLaBY) Clpiiag Guiaell op A las) )
Grad) LB (olai®¥) elY) Guas il s3a oY @l () Asadl) Ul gai Jane
Lahal 558 3 peae oo Aald) Glaball IS ge Auball sde calias Jally LAl 55 Dl
P e o il Al chutal ) AlEYL zasall dddie dus daeSail) @il

cAleal) Al Zll e i€ (gl Z LY gag pas jaxie o cAilad) cilidyall

:‘.?Jg LS duanll ga*\kﬂ\ z gadl) Jiad OSalg
CA= B1+ B,BDi+ B3GDPtt BsR_EXRtt+ BsRIRT+ Be TRADE + €,

S P mm Py Py e Hlsdall Uadll € il dnadl il )t el Cus
Saally Aelall A5jlgal) Jae oy A8l Quld) 2 3gail) 138 Hadiad 5 a8 Lyl Ayl 2 3gaill Cilales
Saall zoa Zisall Chstie Gua (YOVA 21AV0) Bl DA jeas b lall Glaall aua) b
Ol Gluall e sa) ((BD) (Jaal) aall w5l (e daei€ dlgall dalel) L3)all (3 lany)
Ciyall yaw ((GDP) sl Jasyl ad) il ((CA) s aall bl e Lps
pladll e e g5 (TRADE) (glaill ¥ ¢(RIR) Lasall 5351l jeu ((R_EXR) _aial
DLERY Z3sall 138 il 2 By ¢ ey laall bl (e LS (clalsll + Shalall) L ylal
-(Mohanty, 2018) &b 8 Hlsill aall Gy

A Giad g i ol Glueall Gae e Il Daall sl il agag Al

Gin i i (glall Gleall jae o W Jaall ola 86 dsa dlls g calsill sl
SIS A aen @lld ppiaad) G Ligies WD d9ag pe Al 8 L el aclill duny
@ Daadl o sl ey (Sl sl @bl e IS5 dula) 3Dl dgag adgiall (a5« 9IS))
Glplall Ligye o glaall # ¥y Cipall jau o IS G ALl Ciisiig cgylall Claal) dua)

RERTYAT

i) byl ullad) o) .

rpougal) Jlgd S Lslela) 1YY
OsSw 2 laay (Dickey and Fuller, 1991)4(Augmented Deckey — Fuller)

Bas o US ddladl (alsd (and Dla e (ADF)dielll Jdudid) il [las) andiiasy byl
Al 8 sasg His g 6l Hot & = Oeand) (il lad) BDla e byhiial (53 e
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Al o ol Hpr < 0 doad) (oapdll Jilie 3 Syfiees e Al Alded) (6 Ul edaia)ll
fok L LasY) il apls 3y (1999 A8l sasgll 3 Lgy ange Y Auia)l

(Eviews 9) alaaiul (ADF) lasl gz (V) oy Jsos

ADF i)

i Sgianall ds¥) @A L

b fdas] | cl@ Lilas)
slasy) slasy

sUay) Jkasy) slay) Jkasy)

CA 0 Constant | -2.834 0 Constant | -7.828 1(0)
(0.0619) (0.000)

BD 2 None -1.757 1 Constant | -6.226 1(0)
(0.0749) (0.000)

GDP 0 Constant | -3.648 0 Constant | -10.045 1 (0)
(0-0086) (0-000)

R_EXR 0 Constant | -2.599 0 Constant | -6.474 1(1)
(0.1010) (0-000)

RIR 0 Constant | -4.989 1 Constant | -10.115 1 (0)
(0.0002) (0.000)

TRADE 3 Constant [ -3.289 0 Constant | -5.638 1 (0)
(0.0833) (0.000)

ADF ,lid) ddlasy P-Value ded o GV o 2V tdlasale
& D bl aues o a5 (V) o) dsaad) b saagdl s chlas) il ) ally
o Sy (sl & e i sgd Ciyeall jew haele 1 (0) Loyl e AlalSia il (6] (ggicndl)
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Akaike Information Criteria (top 20 models)

AIC) 522l Alasial &)
(AIC) plasial;

|||||||||||||||||||||| (2'T'e'v v ‘v)1ayuv
|||||||||||||||||||||| I (€'0's'v'v ‘viauv
|||||||||||||||||||||| | (0'S's 'y v 'T)IaUV
||||||||||||||||||||| (0t 't 'Y 'Y 'v)Iauv
|||||||||||||||||||| v ey Y TIauY
T (22 'Y e 'v)Iaav
|||||||||||||||||| (20t 'Y 'Y 'v)Iauv
||||||||||||||| v 2 Y Y v)Iauv
|||||||||||| v v Y v )Iauv
||||||||||| (v 2 Y Y v)Iaav

||||||||||| (v e Y v v)Iav

||||||||| (gt Y Y h)Iauv

——————— (v Y Y Y h)Iaav

||||||| (22 Y YA

||||||| T Y Y h)Iaav

|||||| vzt Y Y v)Iaav

|||||| TS Y Y )Iauv

|||||| (2 Y Y h)Iaav

———| 0t v v YIaaV

———| @0y v v vIQuv

s Sall

4.00

z3 (ARDL) zisar aladiul ey el dacagall sangll ia lid) mili e ol

£

Zisad aladiul Byg i acn Lo sa5 <1 (1)

8
Akaike

3.95 |
3.90
3.85 |
3.80
3.75 |
3.70
3.65

Y



snail) Ja¥1 B (ARDL) zigai sl @il (Y) o) Jgia

Prob.* t-Statistic Std. Error  Coefficient Variable
0.2640 1.171896 0.202561 0.237381 CA(-1)
0.0519 -2.158387 0.210678  -0.454726 CA(-2)
0.4661 0.752711 0.245140 0.184520 CA(-3)
0.0070 -3.249643 0.182049 -0.591594 CA(-4)
0.0025 3.801650 0.282560 1.074194 BD
0.0055 -3.373615 0.247211  -0.833995 BD(-1)
0.8680 0.169757 0.273694 0.046461 BD(-2)
0.0003 4.928173 0.212559 1.047527 BD(-3)
0.0116 -2.973219 0.137869  -0.409913 BD(-4)
0.8425 0.203009 0.271433 0.055103 GDP
0.0306 -2.449394 0.337463  -0.826581 GDP(-1)
0.2004 1.355049 0.305564 0.414054 GDP(-2)
0.1246 1.651258 0.280354 0.462937 GDP(-3)
0.0005 -4.765227 0.213322  -1.016528 GDP(-4)
0.9572 -0.054756 0.305913 -0.016751 R__EXR
0.0730 1.965183 0.316524 0.622029 R__EXR(-1)
0.0151 2.832752 0.332593 0.942153 R__EXR(-2)
0.0112 -2.994189 0.287523  -0.860897 R__EXR(-3)
0.3539 0.964343 0.261667 0.252337 R__EXR(-4)
0.0009 -4.352556 0.146249 -0.636556 RIR
0.7978 -0.262005 0.064532  -0.016908 TRADE
0.5415 0.628352 0.078511 0.049333 TRADE(-1)
0.2529 -1.200992 0.085635  -0.102847 TRADE(-2)
0.1738 1.446076 0.083090 0.120154 TRADE(-3)
0.0512 -2.165517 0.067772  -0.146762 TRADE(-4)
0.0023 3.846842 3.076762 11.83582 C
-0.829737 Mean dependent var 0.953210R-squared
4.017959 S.D. dependent var 0.855732Adjusted R-squared
3.899086 Akaike info criterion 1.526128S.E. of regression
5.019540 Schwarz criterion 27.94879Sum squared resid
4.297735 Hannan-Quinn criter. -48.08263Log likelihood
2.217807 Durbin-Watson stat 9.778665F-statistic

0.000100Prob(F-statistic)

ol Ja¥) (B 7 agall) cpsitia G ABA) 1YL L8

g Lty lal) Qlaall (3 Gaally W) Saall Ga L3yl 3Ble 350 (Y) &) Jsanll mas
Sl aay d cgilall Glaall Sacy eabaBYl salll G 5aaly elay 558 e dauSe ADle
Sty s Aiadl 3 laiall Baga A cpent Lgale i dalad) ol 3 sl 5ol
B die Aok ADle 2a g8 LS cgHlall Cluall Jae 8 (aledd) e iy Lee @lyaliall 50l
&l Bl o ) s ma B clall Gluall Sacy dall Copall aw G sasly elay
s b s g i) adde (0 Les cddaall laY) (ggie B35 ) (535 Lalaall G
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sas iy c@lal) Gleall a3 Hrs (BRI ol s 38 ccabaall alissly Cajpall
el culyi € vie daSe ADle aag Gl (glall Claall Jacs 52l jrw G dwSe Al
Bl ) as ol L) o el aan B (lal) Gluall Jaes @laall #EEY) o
Baly) by dabaall ahoddl ) (55na Gaen ) (5380 Lan Zaialg ddaal) ) (G ddlial)
(@l Cliall jae (s e dld o iy Loy Glylll (anidny ciyalall
;g gadll Cpiia o (Contegration) Ja¥) dligh e 3509 (e (8l :6.Y .8
(Joint F-Statistic) ddlas) aladsul @lyy (Bounds test) agaall jladl el ags
Chatie O ide dalSS agag a2 (Je gai Ay Ho: By= By= 0 aaedl )il laa¥ allyg
Ay dadl Gl Hy: By # By # 0 i o) dlsh )y ale dsms bt i Laa oz sl
Gk oo b gy sl Ghute Gu daghll JaY1 G dade JelSS Dl agay o pal
oy AVl e ST Dguadll Foeul€ 136 ds all Adgaall adll ae duswsdll Fodglas)
Aysenall F el 13y eyl o Ja¥1 dlish 4558 ADle a5a9 p2e e paly 3 axell (a4l
Dadng JaY) dlgh Anlall GlBlall Gl adall (mdl) Qi Wl dapal) 2l ) asd) e 8
P LAY 138 dag ) S Jand)

Null Hypothesis: No long-run relationships exist

k Value Test Statistic

5 2.056430 F-statistic

Critical Value Bounds

11 Bound 10 Bound Significance
3 2.08 10%
3.38 2.39 5%
3.73 2.7 2.5%

4.15 3.06 1%

sl e B ag Y,00TEY e (golus Ll agaadl HLadY ASpA) Fodglas] e aadl
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(Lused) 585 dabidl cisile @l Jadig) clestll ol lipad) & yean b adliadl (g)lal)
LaShiall gl Ao (ol desd (saally zylall b calaladl Guiyeaal) (o cBgatll 5 cDLgally
daiil) oda (385 . CilasSall e dnla Jalsn Sl (el Claall Cilpiie alaea gld Sl Gl
Jaey @l Gliall Hae G Ale dgag ) Gliag lly jeas b (Helmy, 2018) s as

cashall JaY) & ol c @i JalS5 dsag pacg ¢ peadll JaY) b dalall d53lsal)

il ) LAS) 16,y ¢

Engle & Granger, ) sl Gluall jac dalall Ljlgall ae (o dund) 2l paanl clld
YIS LAY A3l culSy (1987

Pairwise Granger Causality Tests

Prob. F-Statistic Obs  Null Hypothesis:

0.1093 2.35200 42  BD does not Granger Cause CA
0.0166 4.58897 CA does not Granger Cause BD
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