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(°) pd dsaa
Cé}a.d\ ) el Jal ¥) clalaa 48 ghuas g Abea gl e laal)

Ln FD Ln REM Ln GDPpc Ol
4.369 8.215 6.742 Mean
4.431 8.118 6.784 Median
4.578 9.929 8.011 Maximum
3.818 6.716 5.673 Minimum
0.207 0.649 0.669 Std. Dev.
-1.485 0.288 0.176 Skewness
4.263 4.038 1.962 Kurtosis
16.483 2.228 1.904 Jarque-Bera
0.000 0.328 0.386 Probability
166.006 312.154 256.190 Sum
1.582 15.592 16.536 Sum Sq. Dev.
38 38 38 Observation
1.000 Ln GDPpc
1.000 0.763 Ln REM
1.000 0.543 0.349 Ln FD
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A1) Jsaadl il e lalaiel ((EViews) el gl dasiuly Gl dlac) @ jaadl

%0 e g ¢ YUY 2= %) 4y sina 5 gt die il aal) dga s Al 3 (Level) b daall adll -
= %0 e g £ YY2 = %) Ay sine (5 sie die lae slaiV g il aall aga g Alla by ¢ Y 98 - =
IS

deg o YAV - = %) dgsine 5 sime die Syl aall aga g Alla & Y1 B A Aa el adll -
L ).900 = %0 die 5 ¢ YIYL = %) A gine s siue 2ie (NONE) Alla i <Y 90 - = %o

oY e IS 8 el iy ol bl JalSS el sl o) el callay
Gl el shla) @ E waas (VECM) zisedd iy uaill Ja¥)y Jyshl
Da e @b gl ) sy zigailly Al @l il (Optimal Lag Length)
P e «(Ahmed, et al., 2011, P. 182) ((VAR) 3 Jlasi¥ dgatia 73 gal
A (V) by Jeaally mase s WS (LR, FPE, AIC, SC, HQ) g JS il
s o655 o(HQ) «(SC) sy Wy saaly 3hls 58 05K Lol die maaly
Aozl g (il ((AIC) ((FPE) G JS iy i i &5 o(LR) Llasy
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(V) ad) Joaa
(VAR) Jalacl g a3l flaball cf pil oY) aaad) ayaas

HQ SC AlC FPE LR Test/ Lag
1.86 1.95 1.82 0.00 NA 0
-3.89* -3.54* -4.07 0.00 NA 1
-3.77 -3.16 -4.10 0.00 198.50* 2
-3.69 -2.81 -4.15* 0.00* 15.01 8

* indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% evel)

FPE: Final prediction error _, AIC: Akaike information criterion
SC: Schwarz information criterion , HQ: Hannan-Quinn information
criterion

(1) ool b Aeriadll il Y o) ((EViEWS) geel p plasinly aaldl slae) 2 jaaal)
:(Co-integration Tests) ¢ jidal) Jalsil) e jLsd) Ll

Oswild s il Pla e daddl desill e add S
Lea cpolial Bla o @ldy (Johansen maximum likelihood Procedure)
JlaaY cpolaal cuda ¢ el S .( Max-Eigen value Test) «(Trace Test)
e G i) JelSall Gile (e (1) 230 sl any aa g 4l a2l
sy el piall o @il JlSHl Glle e ce (1) ed Cus oz dgall
() st gl zdsalll e o ke JalS ADIe g 2sa g aae Al 3 il
e A a5 oz 3 sailly @l i) e a (K)o Cum o(K-1) oaadl 2a ¢ X
LAY s il (A) By Jgaadl Gadlis crdgall 138 8

Z3saill < yie G o lall QS 5 el aa g 4l (Jeaad) Vo iy
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saaly o jide JalS5 ADle dga g (Hp) il ) dgalge G dsadll & i
b bl ol jals randi Aniil) a3 o ¢ Uil ¢y DU Ui g %0 Ay sina (5 siana dic
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o) 8 73 gaill e G o) s GlBle Wl b i ) el celld dg
(VECM) 73503 Da (e €lld a5 ¢y ohall

(A) ady Jdooa
(Trace and Max-Eigen tests) ¢ gwils gal & jidal) Jalsill of jLod) milis

Eigen value Test Trace Test

e s
0.05 Max- 0.05 . "
o ) S Trace O Jalsil)
Prob. | Critical | Eigen | Prob. | Critical Statistic | < ssal

Value | Statistic Value
0.019 | 25.823 | 28.935 | 0.040 | 42.915 | 43.871 *aa g ¥

0.419 | 19.387 | 11.964 | 0.580 | 25.872 | 14.936 | (V) ol 2

0.880 | 12.518 2972 | 0.880 | 12.518 2972 | (Y) e 22
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In GDPpc;=ag+ a;InREM; + a;In FD; + wyy .....(2)

InREM ;= g+ pFiInGDPpc; + PF:InFD; 4+ uzs.....(3)

InFD;=Ay+ A{InGDPpc; + AzIn REM; + uz;..... 4)

S Jal e o Guity @A (BCTE) Wadl) momaad 2 e Jaanll (S

i Le S uadll JaY) 8 03 sl Dssy (Speed of Adjustment) s de
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ECTy; = InGDPpc; - ayIln REM; — a3lnFDg......... ... ..(5)
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ECTZI = In REMt - ﬁllﬂ GDPFC:— ﬁzlﬂ FD:{E}

ECTgt = In F.Dt - }lllﬂ GDPFC:— }lzlﬂ REM:{?}
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Abstract

The Relationship between Remittances, Financial Development
and Economic Growth in Egypt over the Period (1975-2012)

The aim of the research is to analyze the quantitative relationships between:
remittances, financial development and economic growth in Egypt. In
addition the research aims to determine the direction of the causal
relationships between these three variables. To achieve these aims, the
relationship between the variables in the economic literature in general and
especially in the Egyptian economy is explained over the period of the
study. Then, a model of Johansson co-integration and the VECM are used to
measure the relations between the variables in the long run and short run
simultaneously. Finally, the direction of causal relationships in both the
short and long run is identified using the Granger causality based on the
results of the VECM model.

The research shows that there is a high rate of development in the three
variables in Egypt over the study period. Egypt ranked the sixth country
worldwide in receiving remittances and the first the Middle East and North
African countries. The Egyptian economy has witnessed a significant rise in
the level of financial development, especially after the application of the
economic reform program. However, the rate of economic growth was
modest and unstable, and it decreased at the end of the study period.

The results of the long-run estimation indicates that there is a positive
relationship between economic growth and remittances, running in both
direction however the impact of economic growth on remittance is greater
than the effect of remittance on economic growth. Moreover, the
relationship between remittances and financial development is positive;
however the effect of financial development on remittance is stronger than
the effect of remittance on financial development. Finally the relationship
between economic growth and financial development is negative.

The causal relationships in the long-run show a bidirectional relationship
between the three variables; economic growth causes both remittances and
financial development, the remittances cause both growth and financial
development, and finally financial development causes both remittances and
growth. The short-run causal relationships agree with the long-run results.
Therefore, the government should use the appropriate policies and
incentives to increase remittances and control them through the banking
system, thereby contributing to the financial development. In addition, it is
recommended to direct these remittances to the investment activities to
affect the rate of economic growth positively.
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