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The Continuous Change In The Interest Rate And Its
Impact On The Rate Of Saving And Investment
(An Econometric Study)

Abstract

The main objective of the study is the extent of the success of
the important performance of monetary policy (interest rate) in the
continuous increase in the last decade and the extent of the response
of savings and investment rates to this increase in the short and long
term, as domestic saving and foreign investment are considered
among the most important indicators of economic development, and
the methodology of the study was based on the theoretical and
analytical aspect. To clarify the extent of the interest rate’s
relationship to savings and investment rates, the standard approach
to measuring the validity of the study’s hypotheses, testing the
stationarity of variables, and using the cointegration model (VECM)
to determine the short- and long-term relationship, developing a
proposed mechanism based on taking advantage of permanent
changes in the interest rate to attract investment And increasing the
savings base in the Egyptian economy. The study concluded that
there is a positive relationship between the interest rate and the
savings rate in the short and long term, and there is also a negative
relationship between the interest rate and the investment rate in the
short and long term, which affects economic growth and the growth
rate of the gross domestic product. The study recommended the
necessity of political stability. Economic that leads to attracting
more foreign investments. The independence of the central bank in
formulating monetary policy and its positive effects on rising interest
rates. Coordination between fiscal and monetary policies leads to an
increase in the savings base and stability in administrative laws
related to investment.

Keywords: interest rate, saving rate, investment rate, cointegration,
(VECM)Vector error correction model
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IR, = ay, + a,SAV, + a,INV, + a;AgeDep, + a,GDP, + a INF, +
a M2, +¢&, (1)

SAV, = B, + B,IR, + B,INV, + B,AgeDep, + B,GDP, + B INF, +
BeM2, + &5, (2)

INV, = 8, + 8,IR, + 8,SAV, + 8,AgeDep, + 8§,GDP, + §_INF,
+0.M2, + 55, (3)

oo Jsal) Aoy el ast @A) (ECT) Wadll moma aa ddlia) (S
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P P P
AIR, = ay + Z a,; AR, + Z a, AINV,_, + Z ay; ASAV,_,
i=1 i=0 i=0
P P
+ Z ay AAgeDep, . + Z ag; AGDP,_;
i=0 i=0

o B
+ Z a.; AINF,_, + Z a, AM2,_, + ECT,_, + £,, (4)
P=10 =]
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el Al lyaiall A ¢ %81 o Amladl 55l e i) JDEA) (e
g 503l o Ll e . %70 Gaey ol sl (3 oy (53 sl
spy Al clay) b DA Y Al e ddlas) 4Ns 55 alal
S digine dule Ao a9ag il el Law cdpalai®¥) Ll e (385
dflas) AVs 53 dulad) 3Dle agag i) ek LS LAY o jlenay)
llly adcatl) o S BV Aually Sy Al 5 DA asldy HEY) o
sagpall e ISy AN (g dogiee ADle 2l Laiw eVl s

Al duady (sl

Ay o s chsidl oo e @l LBzl dually L
Ay Aadgiall LI BLEV) dsmg ae Uadll pmia aa Augins Jaadl L)
Loty L))l aied g Jaay L) Ay oy csaall dligh A <5 L

i Al Gyl @S ¢ %75 5 AL 85 e Oilsl SN e

2024 - Js¥) sl - 38 alaall 4t cilu jal) 5 & gagll dpalal) dlaal)
602



Baac il allus aliia

g 8l o Ll e . %68 Gaey ulal il 3 Gaay (53 il
sag bl (Ul s Pla jléaay) Al e ddlaa) aVs o Gl

-

Loy LWy e SV Y dually el Lalady) kil ce (il

2l (& aildy Hlna) u ddlaa) AN ) dnlag) ADle 35ag il el
Gl 5 sVl adl gl e IS A dacilly S, BN el
el e JSg LY ( dogias ADle aag Lain HliaY) e (gl

Al g

e Glo ) chsnd) B ge e @l B £ 3sall dally G
Lo 58y cdadgiall ALl 5LEY) dgag ae Uadl) momial aa Liginse Jaadl 52504)
O Ay Il died gad Jaaty B e Oy sl dligh A S5
el et Aieall il QIS ¢ %77 o dlad) 550 e Oleall JDal
Al Sl of Lo maaing 2%92 dawy plill juaiall 8 Gaany (53
e G5 sag Al cUa) b (DA sl e ddlas] AN 53l
CSlg a0l e JABU S agag are Al el Leby cdpalaidl) 4kl
IS Y dawally Sy Ll s25ld) G ddlas) AV 9 dulay) Al ollia
re (On Aagine Ao 2ag Lan sl e ol (g jeall 5 adaill (1

A Ay sV o) mU e IS5 5250l

el JalSall puilga L) il :4 o) Joan

Hypothesized Trace 0.05
No. of CE(s)  Eigenvalue Statistic Critical Value Prob. * *
2024 - Jo¥) ) - 38 alaall 4 el byl g & gagll dgalad) Aol

603



Janal) 5gal : il gai Angall oauitil) Aikajgal) gles o Aoalitil) Aalsal) L3 ¢ e )
g s Ablaay Foneal) dilel) et o Lafudat Auadja " Bpal) 5ol

None * 0.771161 63.84020 42.91525 0.0001

At most 1 0.476436 22.54757 25.87211 0.1228

At most 2 0.146299 4.428867 12.51798 0.6795
Hypothesized Max—Eigen 0.05

No. of CE(s)  Eigenvalue Statistic Critical Value Prob.**

None * 0.771161 41.29263 25.82321 0.0002

At most 1 0.476436 18.11870 19.38704 0.0757

At most 2 0.146299 4.428867 12.51798 0.6795

Gl dlae) (e 1yl

JaY! d:\jjaj JaY) a8 VECM Cdj.u Prav C._‘atu : 5 é) Jsaa

Cointegrating Eq: CointEq1
D(SAV(-1)) 1.000000
D(INV(-1)) -3.150320
[-11.8718]
D(IR(-1)) 0.552351
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[ 3.82816]

0.329399

Error Correction: D(SAV) D(INV) D(IR)
ECT| 165858-0. 5714870.—| 759957.0-

t-stat.| [-1.96640] [2.15223] [-4.86230]
D(SAV(-1)) 0.115296, -0.110651 0.198263
t-stat.| .64608]1[] .83551]1[- [ 0.80829]
)D(SAV(=2)  0.213210, —-0.092992  0.014917
t-stat.| .30427]2[ .76653]1[- [0.06639]
D(INV(-1)) -0.745469  0.191088 -0.729273
t-stat.| [-2.65471] [0.91695] [-1.88941]
D(INV(-2)) -0.772616, 0.513562 -1.208983
t-stat.| [-2.83374] [2.53812] [-3.22601]
D(IR(-1)) 0.158846/ -0.271124 0.165638
t-stat| .9489912[| [-2.18261] .71993]1]
D(IR(=2),) 0.049641] -0.153647  0.049062
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t-stat| .5142412[| [-2.14472] .36976]2[

Cl 0.056867 0.113566] 0.493483

t-stat| [0.09393] [0.25277] [0.59304]
GDP| 1.294627, 1.193873  0.823524
t-stat| [2.91941] [3.62770] [ 1.35106]

M2 0.035030f 0.067280 0.381941

t-stat.| [0.43257] 1953[9[1. [3.43139]
AgeDep -0.217678  0.000375 0.874649
t-stat.| [-0.36773] [0.00085] [ 1.07496]

INF|  0.265266) 0.070595 0.452563

t-stat.| [3.22226] [ 1.15551] [3.99951]
R-squared 0.706952 0.680761 0.921014
Adj. R-squared  0.505481 0.461284 0.866710

Ganlall dlae) e 1 Hradll

daingal) z3gaill ety Javia c)lad) solad bz 3gaill s Bk daig
O bl DA e meaing Sell I3 sy las) Yo 6 ) Joan 3
I Ll ans iy asall Loy Jiis Ml chugine pe cVLasY) S
G Al saall lad) DA e e bee aSh oK WS el
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cpaall dua s Jo8 5 e sag B0 Jals cil

SSloll I LY jlas) il s 6 Jaal)

Lag LM-stat Prob.

1| 20.00581| 0.0188

21 9.958819| 0.3578

3 15.75282 0.0745

4 9.478500 0.3983

5 12.79803| 0.1754

6 4.201536/ 0.8987

7| 7.158659 0.6238

8 10.84065| 0.2907

9 4.134623| 0.9033

10 9.745009| 0.3755

11] 7.218765 0.6176

121 9.467119| 0.3993

Gl dlae) (e 1 jaadll
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Inverse Roots of AR Characteristic Polynomial

1.5

1.0 |

0.5 .

0.0 |

-0.5 ° .

-1.0 |

-1.5

-1.5 -1.0 -0.5 0.0 0.5 1.0 1.5

Gl alae) (e 1 Haadll

O stk Wy Tody Jsss DA e pdagdl) puilaill are bl L
Ols Ajhall Lol Jibs Wld 5% e ST 0.4919 Lilas¥) ddlasy)
@ n Sl Y z3sal) b Dol (Sa i e ¢ milaia ool Lgd sl Al

.".. ..~ S *”S:.

oaladll aae Hlaal i 2 7 Jgaall

Chi-sq Prob.

119.6468 0.4919

Galill dlae) e 1 Haaall
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g b daagal dishll Jal) 8 Lasall 3D jlad) w6 elld s
Cun Wadl) maaad aa Jaleay aldl) (1) Lilaas] Ligiea Pla o laaas
casi - Algal) (oe LSl Dguad) (1) dblas) CulS 1) digiaall Giam
O L Bl dlia o @l daad) (mpdll Jsdy aanll ajdll by bl

cashall Ja¥) 3 )l i

. g

F_
Null Hypothesis: Obs Statistic  Prob.

D(INV) does not Granger Cause D(SAV) 29 0.44694 44800.

D(SAV) does not Granger Cause D(INV) 0.13970 70300.

D(IR) does not Granger Cause D(SAV) 29 1.80653 85800.

D(SAV) does not Granger Cause D(IR) 0.36639 97000.

D(IR) does not Granger Cause D(INV) 30 0.47755 25800.

D(INV) does not Granger Cause D(IR) 0.50068 12100.

Laall) slag] et Haeadl)

Gl linay LS (llly Llanal) clias Jlss las) it b ey aey
e Yo A el aaty Shal) zisalll Ciheie dlgu sty e
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S 05Sm 1% sy 535U e Jane 6 dlag) dera Cigan o) il
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sy G Ol judny 4 Gy @ uall sall) e Al 3 JSa
WDle ) Jsatll 5 gaal Bpaad 5dl) 8 Agladly ApladV1 G ADR QS
GV 4 d<al A kil dpals sl Alshy dawgie 55l DA Ayl
203 B3 jras b Gaany (63 Lull L) AU Lpal) Lt maagy
A e %1 Ay 53 jew Jaee B dulal deda ) Gigan ¢
Ladlg duhall 558 sk juite Jamar (Sly L) dly o ole (goine
S ol & (saall Bpaad 3l b dulally Aulad¥) Gy AL QY Lo

L2l Ay Alangic 55l PIA dule DI
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Response of D(sav) to D(IR) Innovation
using Cholesky (d.f. adjusted) Factors
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Response of D(IR) to D(IR) Innovation
using Cholesky (d.f. adjusted) Factors
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Gl dlae) (e 1yl

Bl yrwg HlaiwY) Al u dacanll Llaawy) Jlga C:atu 4 J<a

Response of D(INV) to D(IR) Innovation
using Cholesky (d.f. adjusted) Factors
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& peed QAN A 8 clasal) of Gl maaig 3ydlad) dudl 3 2.88%
et Ja¥) 4 100% dowsy Lald Hlasy) Ay gonl) Uad & cplal) s

O (o (A ditisall & Dlgine il

EERSCIP

de gl Js aildy dlad) sl e dxali ag) laliie 320L e alew)
G edie O ) 2 Al delgad b L) Jaad el W %6.97
Spdlall Bl 4 %412 ) Jeadd oY) clgid)

DY) Al dally cplall A55a0 ladl 3k 19 Jsaal

Variance
Decompos
ition of
D(SAV):

Period

S.E.

D(SAV)

D(INV)

D(IR)

2.628869

2.753982

2.807695

2.855113

2.859106

2.875095

100.0000

93.20531

93.15396

90.58849

90.45916

89.46105

0.000000

0.696429

0.801175

2.540784

2.534114

3.565160

0.000000

6.098258

6.044861

6.870722

7.006727

6.973793
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7 2.877144 89.33774 3.664388 6.997872

8 2.881818 89.06998 3.954304 6.975712

9 2.883851 88.94543 4.078828 6.975745

10 2.884829 88.90379 4.124937 6.971270

Gl dlae) (e 1yl

10 1 Hlénay) alay (alall sl Uaad cplall £5a0 dags cun 10 Jeas Wil
s cpls e 8 el ploa s dgee S Glaye Can calalY iy
Bae L) Al gl Wadd (gjlbaad) Uadll o iy o jlaia) dlly sl
Spalall Bl 3 1.71% ) dead Galll aa slai & %1.3652a)5 L
Wt b ol o 8 agess lain) Al & Glerall of SIS iy
O e Byalall L) i SIS (g %76 duy Ll i) Allay gl
Ll s by dualidl L) e axalp o2y e 505U e algud S
G panie OIS ) ae 5 dalgad b LAY Jaed Ll W %21 xie

Byaladl Ll 3 %175 ) deadd SV g

Variance
Decomposi
tion of

D(INV):

Period S.E.  D(SAV)  D(INV)

D(IR)
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1

2

10

1.364894

1.414241

1.575578

1.627540

1.657437

1.691186

1.695234

1.711250

1.712326

1.718057

0.000000

0.605986

0.584505

1.389392

1.346236

1.622310

1.671115

1.708439

1.754497

1.750729

76.86806

77.67760

75.94570

76.60972

76.12289

76.66151

76.42964

76.69871

76.63181

76.70518

23.13194

21.71642

23.46979

22.00088

22.53088

21.71618

21.89924

21.59286

21.61370

21.54409

Laall) dlae] (et

10 3505l e Galad) gunll Uasd cplall 3550 dams o 11 Jsaa 153

Was oals ol (b el algw) das 3gee S Glapm us oLl il
L 50 52U jaew gl Uadl (gilhaal) Unall o g sflll jaow gl
g Byalall il (35.59% I dead Ga3l) ae Sak & 4.37% saal
e 3ol ek 8 o) e 8 et B3 jen b Gileacall ¢ Gl
5 8 %83 dawws Juail aalini @& yuadll JaV) 8 %98 day Ll 530l
Gos e L) Al algad OIS G G (il 4 Slgin jdal 5
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da )5 daled Al LAY A el W ) | 6 %13.36 ) Jea
2l dalgal Gl il algdl) 4 & deag
Byalall Lndl 8 %3.18 A dead oV Clgiadl (3 Cuna OIS ()

Variance
Decompositi

on of D(IR):

Period S.E. D(SAV) D(INV) D(IR)

1 4.375488 1.295791 0.696353 98.00786

2 5.153582 1.272019 2.489214 96.23877

3 5.401403 3.039760 9.247759 87.71248

4 5.472382 3.116469 10.20377 86.67976

5 5.524621 3.069293 11.43352 85.49719

6 5.567190 3.022566 12.78146 84.19597

7 5.570915 3.114736 12.78686 84.09840

8 5.586834 3.144776 13.23495 83.62027

9 5.587910 3.159533 13.24968 83.59079

10 5.592762 3.185271 13.36607 83.44866
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