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.Vector Error Correction Model

Abstract:

The study has been concerned with Kaldro square model for measure
the effectiveness of Monetary policy in the open economy, this relation
had been done by applicable the Kaldro model on the following Variable:
FER (Foreign exchange reserve), Foreign Assets, Credit Creation and
Equity Market, finally the study has found that there is no effectiveness
for the Egyptian’s Monetary policy upon the study’s variables, that had
done by measure that using VECM model.
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@l
(1) f@As>
Unit Root Test - Augmented Dicky Fuller
Items at Level at First Dif
T-stat P-value* | T-stat | P-value*
Interest Rates (i) 2 810127 0.2044 | 3 551463 | 0.0263
Foreign Exchange [$/EGP] -
EX 1.719042 0.9995 3.553859 0.0130
Foerign Exchange Reserve - -
(FER) | 0.852162 | 07901 | 4478514 | 0.0012
Industrial Credit (CR) | 1 455771 0.5426 | 534419¢ | 0-0001
Capital Market (q) | -2.32853 | 0.1696 | 4 47109 | 0.0039

VAR Lag Order Selection Criteria ¢Uad) 858 ,Lad) jLid) (2)ad) Jgaa

637

Lag LogL LR FPE AIC SC HQ
0 -670.6384 NA 1.19e+14 46.59575 46.83149 46.66958
1 -563.6822 | 169.6547 4.29e+11 40.94360 42.35804 41.38658
2 -536.324 33.96184 4.32e+11 40.78097 43.37411 41.59311
3 -502.8644 | 29.99825 3.94e+11 40.19755 43.96940 41.37884
4 -421.5957 | 44.83791* | 2.78e+10* | 36.31695* | 41.26750* | 37.86740*
VAR lag order Selection (ias (385 eUa¥l 3 ad jLidl jlaa o juan *
Johansson Test (jsuilags HLia¥ wball Jdaill <ol jdig (3) a8y Jgan
%%(g)f Eigenvalue Statistic Ci;gli&:gl Prob.**
None * 0.778815 94.92590 69.81889 0.0002
Atmost1* | 0.602490 48.15445 47.85613 0.0469
At most 2 0.325014 19.55587 29.79707 0.4535
At most 3 0.117306 7.370896 15.49471 0.5349
2 as) - 31 alaal) 4 il b jall 5 & gall dgalad) ddaal)




@D C'U'“ :guAllS 2upe 4\9,\4‘536910.4 Alaid) A dsadll) dubud) ddleld ulid

| Atmost4 | 0.106844 | 3502818 | 3.841466 | 0.0613 |

Vector Error Correction Model Uail) gasuas 4407 (4) a8 Jsan

E
Corrrel;:%iron: D(1) D(FX) D(FER) | D(CR) D(Q)

CointEgl

Coffiecient -0.13235 | -0.07209 -1.66247 | 247.2281 | -346.555

Standard error | -0.20983 | -0.09881 -0.89855 -2663.1 | -251.883

T-Stat [0.72960] | [-1.85018]

- [ -
0.63077] 0.09283] | 1.37585]

CointEQq2 D(I) D(FX) D(FER) D(CR) D(Q)

Coffiecient -0.37622 | -0.00264 -3.46309 | 292.627 | -430.887

Standard error -0.3514 -0.16547 -1.5048 -4459.9 -421.83

T-Stat [-0.01593] | [-2.30136]

[- [ [-
1.07065] 0.06561] | 1.02147]

D(1(-2)) D(l) D(FX) D(FER) D(CR) D(Q)

Coffiecient 0.181266 | -0.00082 -1.1214 | 5054.803 | 875.9001

Standard error | -0.30563 | -0.14392 -1.30881 | -3879.03 | -366.89

T-Stat [-0.00570] | [-0.85681]

[ [ [
0.59309] 1.30311] | 2.38736]

D(1(-3)) D(I) D(FX) D(FER) D(CR) D(Q)

Coffiecient 0.126552 | 0.102113 -0.5148 | 3222.366 | -824.1

Standard error | -0.30985 | -0.14591 -1.32687 | -3932.55 | -371.952

L [ 3 [ [-
-k 0.40843] | [0-69985] | [-0.38798] | ( 819417 | 2.21561]
Standard error | -0.33617 -0.1583 -1.4396 -4266.67 | -403.554
i [ [- [
iR 160012] | [0-46231] | [0.02095] | 4 674357 | ( 75468]
D(FX(-2)) D(1) D(FX) | D(FER) | D(CR) | D(Q)
Coffiecient | 2.07141 | -0.33852 | -4.21735 | 654.6527 | -3154.23
Standard error | -1.02501 | -04831 | -4.3933 | -13020.8 | -1231.54
: [- 3 : [ [-
T-Stat 2.01910] | [-0-70073] | [-0.95995] | ( 550087 | 2.56120]
D(FX(-3)) D(I) D(FX) | D(FER) | D(CR) | D(Q)

Coffiecient -1.1486 -0.43051 0.649714 | -5571.66 | 1070.81
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Standard error | -0.93303 | -0.43937 | -3.99557 | -11842 | -1120.05
: [- 2 [- [
T-Stat 1.23104] | [0-97985] | [0.16261] |, 470507 | 0.95604]
D(FER(-2)) D(I) D(FX) | D(FER) | D(CR) | D(Q)
Coffiecient | 0.052688 | 0.053781 | 0.341793 | 940.8101 | 280.4877
Standard error | -0.07024 | -0.03308 | -0.30081 | -891544 | -84.3248
i [ [ [
T-Stat 0.75006] | [1:62586] | [1.13623] | 1 555067 | 3.32628]
D(CR(-2)) D(I) D(FX) | D(FER) | DCR) | D(Q)
Coffiecient | 025 | 514E-06 | 0000135 | -0.11367 | 0.141037
Standard error | "#/5" | -L30E-05 | -0.00012 | -0.34214 | -0.03236
3 [- [- [
T-Stat 2.06274] | [0-40495] | [1.16667] | () 335947 | 4.35832]
D(Q(-2)) D(1) D(FX) D(FER) D(CR) D(Q)
Coffiecient | 3.61E-05 | 2.90E-05 | -8.53E-05 | -1.56872 | -0.09585
Standard error | -0.00013 | -6.20E-05 | -0.00056 | -1.66778 | -0.15774
] [ _ - -
Uik 0.27446] | [0-46799] | [-0.15163] | ( 940617 | 0.60764]
C D(I) D(FX) | D(FER) | DCR) | D(Q)
Coffiecient | 0.790955 | 0.273764 | -0.09093 | 1673.436 | -24.4584
Standard error | -0.27666 | -0.13028 -1.18475 | -3511.33 | -332.111
. [ : [ [-
Ukl 2.85806] | [2-10137] | [-0.07675] | 4 47656) | 0.07365]
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