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Abstract

This study amied to analyze the impact of inflation and the exchange rate
on the Egyptian balance of payments in short and long run. For this
purpose, Co- integration and Granger causality tests are employed on
inflation , exchange rate and balance of payments 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 two- way causal relationship between
inflation and balance of payments, one way causality between exchange
rate and and balance of payments . running from balance of payments to
exchange rate

Keywords: Egyptian Economy, Inflation , exchange rate ,Balance of
payments, Co-integration, Granger-Causality, Vector
Autoregression (VAR) .
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(V49Y¢ eli)l)) de jie dpadia Adla 8 o AY) aludl e o dlld ey
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Uity Ll paba 30l Jal e leilee Al masds D Al Jaall Ll Leus 13€a
piazaill el o g Alaadl Gl (nids ge bl @l sl lend 338 ¢ Ll
dlaal) dad (s I G g2 skl & gany Glad gl 2 3 ol Gl Gasy Labis g«

(V~~q c..\m)

Gle gdaall () ey pall jrug adiail) g AL Lo

e gaal) () jaa g i pual) jraw g adudalll s A8 5 g g dagad (uld Y

/JJA A GSJA.’J\ Q\),)&Sa Oy L\.ﬁjﬁ\ dAbm g._a\.u:.] SPSS GALUJ e\q_&lm\ ?3

. L_‘,JL“MSZ\;_)S.J\ U_L“SJ (Yn\i/*t\v_\ﬁ/\\/\‘\/\~)'f>):ﬂ.“
Correlations kls ¥ Jalaa (V) Jgan

Correlations

BOP | Exrate Exrate| INF BOP INF
BOP Pearson - Pearson Pearson
) 1| .841 ) 1}.072 ) 1 -.109
Correlation] Correlation] Correlation
Sig. (2- Sig. (2- Sig. (2-tailed
_g ( .000] g ( .068 9-( ) .054
tailed) tailed)
N 34 34 N 34] 34} IN 34 34
Exrate Pearson - Pearson Pearson
- ]841 1 ) .072 1 ) 1
Correlation] Correlation] Correlation .109
Sig. (2- Sig. (2- Sig. (2-tailed
_g ( .000 g ( .068 9-( ) .054
tailed) tailed)
N 34 34

**_Correlation is significant at the
0.01 level (2-tailed).
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¢ e e gdndl () Gae s Caall e o bl Y Jelre ) 2a s il Jsandl e
o ol LIS Lls Y dalee dad ) Cua ¢ lagin Ay Ak A8 dln o
g adail Jase Gu Ak 0.841) AL 58 e el Ja msiall aal gl
Jae o Bnses . (0.072) Legin blis¥) el Cum Ay ol (S5 o pual
(—0-109)4: 8 ol Leilly cile aall (o jae g adall)
ale ghaal) ol jma Ao Cipall jrwy adualll Al aldd) g dgall) i c Ll
P gasadll oyt
(2l suidl ) BOP cle gdad) o e )
(Alidl) el )EXrate Cipuall e s INF il Jane =Y
) Ja¥) B Al 2l i) G Al Galdl g dgall o -
BOP = — 12.87——0.275INF +
1.851EXRATE
Gysine ) ALYl SPSS guali g i bl W g & gine I3 Glifne oy dllia o —)
C el sl
Cun Al Ayl g Gl i e Al Alsbeall 5 00 dgbian) gl i
O ey pmall jes G A3k Gle daddl ) ey adoaill n duSe Bl Ssay LDl

. Ale gdad)
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Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) -12.873 .928 -13.867 .000
INF -.275 151 -171 -1.823 .058]
Exrate 1.851 .203 .854 9.100 .000

a. Dependent Variable: BOP

Jashal Ja¥) L& A jall @ e G AN (el g dgalll il i ghad
P ALY ol ghadl) adiilatl] g 453 gall Jae s Ansaad) ABMal jlod) cullay
Sudbaal) ) i) Jalat )l 2 Jae @ patall A Jedlad) (g8 and Y
: (Aia
J Al Al Jae die 31 Judladl (& S (e 2SUL Lagae A 31 Judldl Jalad ey
Judlad) JalSs dajn aaads san gl s < L) A (e Al AR Laa) ol al
e )
Jalsil) 45, Lasti g Unit Roots Test saa gl s jLid) —)
Jae <l pariall At 3 ALulud) JalS a0 e Gipaill o gl 3 dladiud 2
e Al et Cagug . Y ol 3 8iue <l paiall CilS 1) L 46 el 4l )
! ) Ban sl da s 0 AL aaall dum 4 jlasly (ADF) g (S laad
Ho: X has a unit root :(auie 3l Judladl ) jsiul axe
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(ADF)C,AJS\ s 533435\ i e )l gda asdl faagll s Lid) (\') Jeia

i) First DifferentJs¥) G&_al Level s sl ) yiial
P-value t-static P-value t-static
1 (1) |0.0000 -7.335847 0.0612 | -2.882427 | BOP
1 (1) |0.0000 -5.773326 0.1532 | -2.386025 | INF
1(2) 0.0193 -3.380381 0.9545 0.026822 | EXrate

88 e <l puiall of I (Y) & Jeaal 8ol ADF lial) milu o Ll
(DW) af o) LS5 4 sandl (o J8 4 guunall 2l cilS Cum (Levels) ¥ Ll s xie
DLEs) el oal 8 el day g ol el paead Jsiall  Slaa¥) (5 gl G 3 sundll (F)
First-) Js¥ il 3l sy Augmented Dickey-Fuller test (ADF) Ll S
(F) af O WS ¢ %0 dygine (5 s dic b Tiue il uaiall auea o) i (difference
Gl e b e < jpaial) CulS Wy ¢ il wuead Lilias) Al giia (DW) 5 &y gasndl)
Jd (1) 4s 3l (e (CO-integration) alelSia Lgil e 13g8 J Y

( Granger Causality test)  duedl jail ja sl

A oladl aaaily ¢ Al ol Jae ol uiall Al Judladl A ) Al ) ae
faed Jlasl e dlie¥) & sl JJleaV) sl sl asil AuS Gy A
S i) L b B ) (S R B Jumdl 5 ad el

1A 5 guall adal) Ly dalyg

H, :B=0 “x does not Granger CauseY”

Lgunall Foalla 8 Lo A0 dlia Gud 40 ) el 63 aaadl (i) Jgd S
(00 e S 7prob’ ded o adsaall F e 8

3sns G el Gun A dae el Gp dped) & (Y )dsand) maags
O G adaill e 4B ¢ Gle daddl ) ey adaill G olad) A0l A Al
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G ant Al )yl e a8 oad A @) G gl o GSall ) cile dad)
5 prob=0.0042 dad ¥ sl (a il (a2 Cua (el Gle @adl o e
ADle gay ) ccile dad) o ey Gpall jan s dand) &l i LS. prob=0.0342
paal) il (=i & i ¢ Tl Ciaall e I Gle el 0 e (e 4n Apalal A
el Gl e & el ol QI aaall (gl Jsd a5, prob=0.0371 ded oY
prob=0.3593 4l Cuac cile daall o jie 8 Eaasd Al <l )

A A LGS (Y) dea

Pairwise Granger Causality Tests
Date: 10/23/15 Time: 22:47
Sample: 1980 2013

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
INF does not Granger Cause BOP 32 6.74710 0.0042
BOP does not Granger Cause INF 3.83548 0.0342

Pairwise Granger Causality Tests
Date: 10/24/15 Time: 17:56
Sample: 1980 2013

Lags: 4

Null Hypothesis: Obs F-Statistic Prob.
EXRATE does not Granger Cause BOP 30 1.15334 0.3593
BOP does not Granger Cause EXRATE 3.10935 0.0371

(Co—integration Test) & jidial) Jalsill fpails g jLid)
sl tedud ol cadiel ¢ Al cpuie G JaY) Al ADle sy Y

Qe e dlme dgsiae da) die 2y ) aokiiig 4981 ¢ Gl el oAbl Jalsall

_Y/\._



( Maximum  _odaall Adgdadll A48 5k O juiall o dpddl Sl ( leaia )
ol (Trace Test ) V) jloal @ e ¢pjlas) e alaeYU elld sLikelihood)
sy adaaill e ils g duagie Guliyg. (Max Eigenvalue) odaall 233 ded)

LS Au ol Gl peie G Jashall Ja¥) 8 09 ADle asag Sy A N %o

(£) Js page
(Co-integration Test) & jidall Jalsill il ga HLd) il (£) Jgaa
5%
Eigenvalue H Trace Statistic .

& 0 Critical Value
0.507548 r=0 39.20473 29.79707
0.380604 r>1 17.24561 15.49471
0.074387 r>2 2.396262 3.841466

Jae & pie o 4D Jic ) @ il Jelkall dlslae gl s Lo e el
s ul el aal auja
BOP = 10347.21 -2837.896INF + 4891.071EXRATE
o) and B akal) Alalaall ey
vie AV i) Sy oA bl Jaid) 5 Coeall e A g gl @ ekl -
G sima e pdaal) o @l s g (8L %00 (6 sise
Apalaidy) Ay Lt 5 Al jall il i ae A6l Aleall 5 0l Aglianl) bl Gam —Y
O Aub ABle 5 Gle il s pdudll G dpuSe ABle 25y baadl Cua
e @aall () ey i pall e
sl il

- YAY —



s 6l ¢ ase Gle il ) ey Gieall r G Bali Y1 Jelae () aa g Y
bl e il LS Ll V) delee e ) Gus ¢ Legin 485 40k 4D
g il Jae o Lk 0.841) AL 348 e @l b muaiall
Jare 0 Ao 5. (0.072) Legin BV dalae Cum 358 il (S5 i ual
(0.109)4: 8 o LS5 e daall () jaa y adiiall)
Ja¥l & Gle gaddl o e Ao Gpall jeag st e DS lasd) Aabee Glia g Y
o O Aok ABle 5 le iad) () ey adualll G dpuSe ABle sga g ) uadl
cle Baall () jie g o pall
Ll sle aie 3 Hfue  pe A jall Jae ) pueiall dgie 31 Judlall o) 4l pall <y —¢
b & ey oFirst-difference) Js¥) @odl xie 3 jsie LIy ¢ (Levels)
(1) 4a_3 (s (CO-integration) al\<ic
doag oS Lae il JalSS i @ dall Jalll e s lod) uly o
el G aie G JaY) Al gl 3Dle
Oy paaaill Gy ola¥) Al ADle dsay ¢ Ladlal Al jlaal el -
e adl () e Cageall aa G slad¥l dgalal s cile sinall
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Gle daall () e aaday Gy (O OSaall (e (UL jlatinl]
ol el 52 n8 05 Gumg ¢ ame (8 Cipeall el 5k plaa¥) 5 )5 Y
Gle el G ae S e e SinY S g otie Jl 5 datill Gllalull e il 3k
i) S e aliaN] (5 gie ool ¢
Dl e a0 Y5 i) Jaladl o il Jlandl alall 5 sl laa oy Y
PR
5L DA e e adll o) e b DAY b A ApabeaiV] bl Guls —¢
Cla ) gl (msd g < jaliall
Sll 4 ) el Bgudl o pliail dpaliall Ll 33l (5 el (5 3Sa0 i) JLE - ¥
)
P(andl (38T ) Jlaall Vaa 8 Al cibuad g sl oua gy
Lalids) Se¥) culaliaidy) 8 adiail) Cilagiad — )
aduailly AdlAal) i ual) jlad akis A8 —
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