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Sterilizing the impact of the exchange rate
liberalization policy on the Egyptian economy

Abstract

Research is a tool that helps the monetary authority to decide on the
use of one of the indirect monetary policy tools. By defining the
mechanism of monetary sterilization, determining the factors
affecting the demand for foreign currency, and measuring the
sterilization coefficient in the Egyptian economy. This reduces the
negative effects of the exchange rate liberalization policy and
supports the central bank in managing the exchange rate
liberalization file. Through the descriptive approach and the
experimental approach, an econometric model was created that
shows the variables explaining the demand for the US dollar and an
estimate of the monetary sterilization coefficient. The results
revealed that the decision to reduce the exchange rate depends on the
geographical distribution of foreign exchanges, and on the shocks
that the local economy is exposed to. And that sterilization, despite
its importance, has negative repercussions on the monetary base.
And that the demand for the US dollar depends on the gross
domestic product, exports and imports, the interest rate and foreign
direct investment. The sterilization coefficient in the Egyptian
economy was estimated at -0.39. Therefore, the use of sterilization
should not be persisted without observing several conditions and
considerations to avoid the occurrence of its negative effects.
Encouraging an increase in the gross domestic product and exports,
while not relying on foreign technology and components. Fixing the
interest rate and tightening control over foreign direct investment

Keywords: Monetary sterilization, exchange rate liberalization,
monetary policy, the Egyptian economy.
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ushall gadl e aail)

2023 AL aaall - 37 Alaall Ay el Gl Al g & ganll Aaled) ddaal)
18
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Lo Jalaill o Lol gyl Saas Al A5l cila)Y) Cligl A Gallad)
e aba) il Dol pe el od b daals Gl ¢ Jles JS Ll
COlaally Agped) b3 8 Halall Jasilly L)) < peatlly Anladl] CBlgal
.(Wang, 2010) 4.y
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e a3all sa Y dulad] ADle Legin WD O Gus o ladl) Sl
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oabeYs dea e sl Galel duwa¥) Al o el Gl e
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.(Cheung, Yin-Wong & Hiro Ito,, 2019) Asall slaisy)
S Al (e ol dlbles st 8 a8 e Lo el
il @A) i) Ghaidl g e ) 3D Al
b Bld) e BB g (lalslly chabaally (Al lenll ey
ial) Jea) ila s dbd) i) SWEW)y dadl Gsud)
Siar 529 (53Sall Gl 4y (63 a3 e dsllaall Gaal b Jraial
) Alee ) yual)
FCi = Boa + B1gdp + B2X - Bsm - Bal + Bsfi
Al e bl Al b Al @hdge by zisell aadid
dee Pla e D Sl JlaaY) Jsall bl ad e Jgemsll gl
Aasial & WS 2021 —2011 e 85l b Al Clgin Hdall e duia)
Lalall Al (e Byalaall Lpenall cilajlglly cljabiall Zbaidy) syl iy
ran G debially Hladll 5ol Al dpaddl @lylslly chaliall Ao 48,0
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ahadll e spball alilaa¥) abdiu) &8 e 30 jaw @lily
Sl clly pads lady gpadl @Sl il e salall Lol
Boball jalall i) SLEaNl s clly pladiul 2 08 alall )
Jyea¥) e Gads Laidy « paan (A Ball 3hlially Hlénudl dalad) gl oo
2l Joa) @bl ) goasl) & 28 LuiaV) dleall i b Abicie dia)
copadll GO il Glilas) sl Al dell dogie anY)
g3 sl i b balll dsedll oy cas A @blead) Ol ) gsalls
A yaatl AR Claing 0s3 lhlacs eDlaally @gil) et Jadi )
bl SlaBY) 8 (S 5all i) Lgamy A daia] dleal)

& Adylaia Sl B3 gtia ad dgag 2l (g Al bl dalles o
A LS Ll el @by o i) bl Lalal) dael dedld)
G55 Ol Gle @lnd) Gu AR i b desdieall Claliall s aag
Glaaliall jad (S juaie JSB2alie 40 e Hlie Ligin a) dilad cilily
e IS cbpiall 4l dlallll e

o il cyekls Kolmogorov — Simonov il Jee o
Lgiea (Ggune die oanhll gl a4l Glpaiadl aldl) alibal
“hd) elay deadieal) Ul Lada e KUl .0.01 (e J8 Lilias)
ST dilas] AN gyt e Shapiro sl oy clil) caad cplall
Glpidl o o Sl LAY il @bl dada S5 L sa9 0.05 (e
Univariate ¥ cllyll caad anhll ajgll el 8 Jax
Sl bl adl mhilly el dalas e Jguaall Normality Testing
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S @l ) Gieday L 585 -0.05, 0.05 G sl Ay el (& aadid
sl Ll ducay

&z sl (8 djpadil) lyaatiall G ek #1933 35y pae (e Sl
an Jo I Dpall clpaiadl I VIF cplal) adcan Jalae i) Jee
6.9 — Om gl buiall Gl sl Jalaw ai o LAY il cyelily
Multicollinearity s Lli) s st Ja les 10 (e B3 25 8.3
cA i) ) puatiall ad o

6 X ¢ gap cmeriall o daiedll Jedlal) (S Ll witn el
Ll L opeiall sk daldll dsbd) age)ll ad) il L say Gl e
e A8l e el gy Lalal) Aulad) agall cylal s mi i ey
e Yy Aol Al e Lud Y baugiall el O G L say oal
g Jarque- Bera ,laal (1) ad) Jgaall agy o pail) A lgle slaie )
>SS @yl alaaa ML cppnal) adl Jlaa¥) sl of ) el
chyriall el dladudl @il aae i e 5250.05 (e

m,i,fi <aaiell Jarque- Bera JLis) ad :(1) a8) Jgaa

M I Fi

Mean 1856.2 6335.7 2004.8
Median 472.53 14.356 1586.7
Maximum 5232.1 5773.2 2568.6
Minimum 802.31 2004.2 568.1

Std. Dev. 1756.8 1885.1 621.78
Skewness 0.4589 1.5526 1.1923
Kurtosis 6.5895 1.2005 4.3650
Jarque-Bera 2.8452 6.6391 5.0261
Probability 0.5228 0.1587 0.3662

SPSS zalin gl Gl dlae] (et jradll
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Godll a3y Levin ol dee & myifi chpnd) padn L
e Sy ol 38T ae a3l e il (e Sl A3l Judlall A5
chi dad Glus & LS 0.05 o J8 Liejl) Jedlall Jlaa¥) sl o
oS!\l il ADF — Fisher Chi-square aasaall il \giijlaas
s b sty Al il Jedy panll (b Gy ] sea Lee ddganl) all
Db e SBlls L gaill e leigSuy daadiall a3l Juddl )il
o Al g deadieadl Clpriall (e e JS0 Aaldl) duiedl) Alulldl
o3 e Al ndo Al HOI A = 0 panll il Hlisls Ll (bl yaaiall
daadl pasdlly (il e Bae e 0S5 by daiayll Alaludl b saag
Al ety Baagll 3 lgy aas Y diedl) Judlid) o s 3 HLD A <0
o 8 el bl i) il o 8l colaly asl) e L)t
(2) A Jsaadl e ek Lo 525 0.05
Basgll ,da saail Levin test JLad) gl :(2) ad) Jgan

Method Statistic Prob.** Cross-sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -4.6825 0.0000 9 186
Breitung t-stat -1.4522 0.0113 9 173
0.0241
Null: Unit root (assumes individual unit root process)
Im, Pesaran and Shin W- -7.85632  0.0000 9 141
stat
ADF — Fisher Chi-square  72.3657 0.0000 9 141
PP - Fisher Chi-square 154.439 0.0000 9 132

(SPSS) gabin cilajia 1 jradll
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prasall Hlld — Sy Hlaal Y dnel) dedladl pliad) o5 LS
Syl gl o) asils capelly Augmented Dickey-Fuller test
(3) A Jsan & ek LS 0.05 e ST 585 1.2001
Augmented Dickey-Fuller jLad) il :(3) ad) Jgaa

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic 2.452674 1.2001
Test critical values: 1% level -4.153245

5% level -2.856058
10% level -1.322652

(SPSS) galin Cilayda 1 Hradl)

shaly AN i detied) Gl dadla e SED s
Laldll doa)ll Jdedlad) i) e ST Dglhall Lwldl clalled)

p A gl e laaiV) Alslas il dags cajglily 2818 dank alasiul
FC; = 1.634 + 0.492gdp - 0.364x + 1.796m - -0.474i + 0.783fi

aaail) %\9.\?.4\9 z il Clalaa pafl il :(4) é) Jos

Dependent  Independent B R R? prob.
Const. 1.634 0.72 0.36 0.000

gdp 0492 065 0.88 0.000

FC X -0.364 082 0.86 0.000

m 1.796 094 0.82 0.001

[ -0.474 089 0.78 0.000

fi 0.783 0.77 0.87 0.001

Ldiaill Glsjiae /dly e Gl dlae] 1 jaaal)
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