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Abstract

This paper attempts to investigate the causal relationship between
budget deficit and inflation rate in Egyptian Economy. For this
purpose, co- integration and Granger causality tests are employed
on budget deficit and inflation rate data of Egypt which covers the
period 80/1981-13/2014.

The statistical results indicate that the time series of variables are
non-stationary in levels and first-difference stationary . The co-
integration test suggest that the time series of variables are
cointegrated in long run. Granger causality test show a positive
significant causality run from budget deficit to inflation rate and
from inflation rate to budget deficit.

Keywords: Inflation, Budget deficit, Co-integration, Granger-
Causality .
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**_ Correlation is significant at the 0.01 level (2-tailed).
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