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Abstract

This paper aimed to analyses the effect of income inequality on aggregate
domestic saving in the Egyptian economy during the period (1988/1989-
2014/2015). The literatures have delivered mix results, some of the studies
found positive relationship between income inequality and savings; the
others found negative relationship between income inequality and savings.
The study used the Co-integration approach, and used two methods to
estimate the model. The first: Fully Modified Least Squares (FMOLS), the
second: Autoregressive Distributed Lag Model (ARDL). The study found
that there is a negative and significant relationship between income
inequality and aggregate domestic saving in the Egyptian economy. To
increase savings in the Egyptian economy, the Egyptian government should
reduce income inequality; and control inflation, and enhance the economic
growth.
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Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Figenvalue Statistic Critical Value Prob.=*
None * 0.967569 185.2990 95.75366 0.0000
At most 1 * 0.837862 99.58299 69.81889 0.0000
At most 2 * 0.602564 54.10031 47.85613 0.0116
At most 3 * 0.582510 31.03225 29.79707 0.0359
At most 4 0.225044 9.194880 15.49471 0.3477
At most 5 0.106712 2.821165 3.841466 0.0930
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