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Abstract

Inflation targeting(IT) has emerged in recent years as a leading framework for conducting
monetary policy in order to achieve and maintain price stability, Like many other developing
countries, Egypt is now aspiring to introduce (IT) as a framework for its monetary policy
,The central Bank of Egypt(CBE) has taken serious steps to adopt (IT) in light of the
banking reform program undertaken by the (CBE )in 2004.

This Paper aims to spot light on (IT) Policy ( Its definitions , Requirements,
,-...Etc) , As well as the experiences of some countries in this regard, and its
impact on Economic Growth, And this study analyzes the impact of (IT) policy, on

Economic Growth in Egypt

The main conclusions of the study

* The Egyptian economy is capable of applying (IT) Policy , taking into account some

reforms

*The lowest value for "SE Of Regression" at the target rate (6%) ,Hence this leads us to
conclude that this rate is the closest to being the target rate, but we can not say that this
is the target rate, because the relationship between the dummy variable and the

economic growth has not changed after this rate

* Inflation is not the only factor influencing economic growth, but there are many
explanatory variables that must be added to the model so that the target range or rate of
inflation can be determined such as (population growth rate, GNI per capita growth,terms

of trade, exchange rate, investment rate, aggregate demand, ..... )

The main recommendations of the study

* We must add some variables that have a greater impact on economic growth to the

model ,which are mentioned above, so that we can determine the target rate or range.

* Before formulating the appropriate policy to raise growth rates, We must take into

account some variables that affect Economic Growth.

*Egypt can adopt (IT) policy , although all conditions are not available , but at least the
necessary conditions are available, and then Work on providing other conditions in the

future gradually, after starting to apply the (IT) policy
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variables Level
ADF Statistic Prob Result
Inf -5.085295 0.0024 Stationary
IR -12.86080 0.0000 Stationary
GDP* -13.66663 0.0000 Stationary
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GDP* INF R

Correlation -0.0317 -0.6788

Prob 0.0498 0.0001
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Variables Coefficient Std-Error t-statistic Prob S.E. Of Regression
Bo
-0.595557 1.301083 -0.457739 0.6514
e -0.349120 0.206304 -1.692262 0.1041
* —10
o (F=E 0.178632 0.328628 0.543569 0.5920 4.715009 | |
i -0.303273 0.057254 -5.296942 0.0000 i
= -0.646797 1.267963 -0.510107 0.6148
e -0.360416 0.202672 -1.778323 0.0886
Do* (INF — 2 %)
0.214743 0.341182 0.629408 05353 4.704942
" -0.303495 0.057133 -5.312094 0.0000 B
= -0.672227 1.246207 -0.539418 0.5948
INF
-0.366594 0.200112 -1.831949 0.0799
* — 30
o (INF=S50) 0.237236 0.348095 -1.25582 0.5023 4.698087 |
i -0.303630 0.057051 -5.322119 0.0000 _
= -0.687646 1.229730 -0.559185 0.5814
INF
-0.370691 0.198090 -1.871330 0.0741
* —40
Pr(INEA 0.253680 0.352736 0.719179 0.4793 4.692816 |
i -0.303727 0.056987 -5.329740 0.0000 _
= -0.688505 1.221876 -0.563482 0.5786
e -0.371486 0.197105 -1.884715 0.0722
* — 50
oer(INF=S%0 0.261406 0.357982 0.730220 0.4726 4.691221 |
i -0.303750 0.056968 -5.331975 0.0000 _
= -0.684523 1.218210 -0.561909 0.5796
e -0.371045 0.196632 -1.886997 0.0718
* -6 0
o (INF=0%0) 0.265313 0.363318 0.730251 0.4726 4.691216
i -0.303741 0.056967 -5.331864 0.0000 _
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Variables Coefficient Std—-Error | t-statistic | Prob S.E. of
Regression
B,
-0.680878 1.214957 -0.560414 | 0.5806
INF
-0.370627 0.196205 -1.888976 0.0716 4,691229
D;* (INF - 7 %)
0.268625 0.367899 0.730161 0.4727
IR
-0.303732 0.056967 -5.331739 | 0.0000
B,
-0.677504 1.212019 -0.558988 | 0.5816
INF 4.691254
-0.370230 0.195813 -1.890728 | 0.0713
Dg* (INF - 8 %)
0.271496 0.371917 0.729991 0.4728
IR
-0.303724 0.056967 -5.331608 | 0.0000
B,
-0.674353 1.209333 -0.557624 | 0.5825
INF
-0.369851 0.195450 -1.892303 | 0.0711 4.691287
Dy* (INF -9 %)
0.274026 0.375500 0.729765 0.4729
IR
-0.303716 0.056967 -5.331472 | 0.0000
B,
-0.671391 1.206853 -0.556316 | 0.5834
INF 4.691326
-0.369488 0.195111 -1.893736 | 0.0709
Dyo* (INF - 10 %)
0.276285 0.378733 0.729499 0.4731
IR
-0.303709 0.056967 -5.331334 | 0.0000
B,
-0.668591 1.204546 -0.555057 | 0.5842
INF
-0.369140 0.194791 -1.895053 | 0.0707 4.691368
Dy, * (INF-11 %)
0.278323 0.381681 0.729203 0.4732
IR
-0.303702 0.056967 -5.331196 | 0.0000
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