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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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Coefficients
a
 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

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     
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Level First Different 

 
t-static P-value t-static P-value 

BOP 
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EXrate 

-2.882427 
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0.026822 
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0.0000 

0.0000 

0.0193 

I (1) 

I (1) 

I(1) 

ADF

Levels)DW

F

Augmented Dickey-Fuller test (ADF)First-

differenceF 

DW

(co-integration)I (1)

Granger Causality test 



 

 

prob=0.3593

 

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 
    
    

 

 



 

 

5%

Critical Value 
Trace Statistic H0 Eigenvalue 

29.79707 39.20473 r=0 0.507548 

15.49471 17.24561 r  1  0.380604 

 3.841466 2.396262 r  2  0.074387 

BOP = 10347.21 -2837.896INF + 4891.071EXRATE                          
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