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Research Summary

This study seeks to measure the impact of monetary policy on the inflation
rate in each of Egypt and New Zealand during the period from 1990 to
2020 using ( ARDL ) model, Causality testing, unit root tests, and bounds
testing to ensure the existence of a long-term relationship between
monetary policy and inflation. New

Zealand was chosen due to it being the first country to experiment with
implementing an inflation targeting policy. The first experiments with
inflation targeting as a system for managing monetary policy began in New
Zealand in 1990, and it was concluded. The study indicates that for Egypt
there is a positive, significant relationship between the exchange rate and
inflation during the first period and an inverse relationship in later periods,
and that there is a positive, significant relationship between the money
supply and inflation. As for New Zealand, it is noted that an increase in the
exchange rate in a given period leads to a decrease in inflation for the same
period and for the money supply. Increasing it in a certain period leads to a
decrease in inflation for the same period, which is a significant
relationship. The results also show that there is a significant relationship
between the interest rate and inflation. The causality test for Egypt has
shown that there is no relationship between economic growth and inflation.
There is a unidirectional relationship from inflation to... The interest rate,
meaning that inflation is what causes the interest rate in Egypt, and there is
a unidirectional relationship from the exchange rate to inflation, meaning
that the exchange rate causes inflation, and there is a two-directional
relationship between the money supply and inflation in Egypt, meaning
that inflation causes the money supply and the money supply causes
inflation. As for New Zealand, it is clearer. Testing causality: There is a
unidirectional relationship between the exchange rate and inflation, from
the exchange rate to inflation, meaning that the exchange rate is what
causes inflation, and there is no relationship between the interest rate,
money supply, economic growth, and inflation.

Key Words:
Monetary policy - ARDL - causality test - Limit test .
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EXRATE 0 ol -0.05 (0.94) 0 s -4.01(0.004) I(1)
GDPG 0 culs -3.27 (0.025) 0 ol ~7.91 (0.000) 1(0)
BRDM_GDP 1 s -2.66 (0.09) 0 s -4.21 (0.002) 1(0)
INTERST 0 s -2.93 (0.05) 1 s -5.83 (0-000) 1(0)
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i):: \ syl | sy ddlas) i); slasy) SLEaY) ddlias)
INF 4 et | -4. 76 (0.000) 4 ol | -1.71 0.411) 1(0)
EXRATE 1 ot | 1.811(0.99) 0 el —-6.44(0.000) 1(2)
GDPG 0 al | -5.68 (0.000) 0 b | -9.39 (0.000) 1(0)
BRDM_GDP 0 ol | -0.56 (0.86) 0 it | =7.09 (0.000) I(1)
INTERST 1 ol | -0.65 (0.84) 0 «t | =7.74 (0.000) I(1)

ki) &5 eUay) <« ADFlid] dglasy P- Value dad oG] o oY)
( Schwarz info criterion ) 5228 e Taldie) LSl il
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Akaike Information Criteria (top 20 models)
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ARDL(3, 1, 0, 3, 1)

ARDL(2,1,1,2,1) ——~

ARDL(2,1,0,3,3) F———

ARDL(2,1,0,2,1) [———=~

ARDL(3, 1,1,2, 1) |-———————=

ARDL(3, 1,0,2,2) |————————————e
ARDL(2, 1, 1, 2, 3)
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ARDL(2, 2, 0, 2, 1)
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ARDL(3, 1,0, 2, 1) |
ARDL(2, 1,0,2,3) F————————————=
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ARDL(2, 1,1,3,3) |m——————
ARDL(2, 3, 0, 2, 2)

ARDL(2, 3, 0, 2, 1)
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Dependent Variable: INF

Method: ARDL

Date: 11/02/21 Time: 10:23
Sample (adjusted): 1993 2020

Included observations: 28 after adjustments

Maximum dependent lags: 3 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (3 lags, automatic): EXRATE GDPG BRDM_GDP

INTERST

Fixed regressors: C

Number of models evalulated: 768

Selected Model: ARDL(3, 1, 0, 2, 1)

oadd ol LS (ARDL) g3pai i geilis (V) Json

Prob.* t-Statistic Std. Error Coefficient Variable
0.2804 1.117331 0.168836 0.188646 INF(-1)
0.1618 1.466809 0.139411 0.204490 INF(-2)
0.2457 1.204956 0.119258 0.143701 INF(-3)
0.0719 1.927538 0.733465 1.413782 EXRATE
0.0279 -2.418604 0.716352 -1.732572 EXRATE(-1)
0.1281 1.604964 0.486722 0.781172 GDPG
0.6785 -0.422136 0.147605 -0.062309 BRDM_GDP
0.0408 2.225264 0.287346 0.639421 BRDM_GDP(-1)
0.0992 -1.750425 0.270911 -0.474209 BRDM_GDP(-2)
0.4973 -0.694624 0.211868 -0.147169 INTERST
0.0315 -2.357411 0.239176 -0.563836 INTERST(-1)
0.6436 -0.471584 7.905817 -3.728257 (o]
9.300214 Mean dependent var 0.849907 R-squared
5.779166 S.D. dependent var 0.746717 Adjusted R-squared
5.270674 Akaike info criterion 2.908493 S.E. of regression
5.841619 Schwarz criterion 135.3493 Sum squared resid
5.445218 Hannan-Quinn criter. -61.78944 Log likelihood
2.004291 Durbin-Watson stat 8.236384 F-statistic
0.000110 Prob(F-statistic)

*Note: p-values and any subsequent tests do not account for model selection.
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INF = 1.413 (EXRATE) — 1.732 EXRATE (-1) + 0.639 BRDM_GDP(-1)
— 0.474 BRDM_GDP(-2 - 0.563 INTERST(-1).
s Lo gy 8 %) Aty Cipall e 50l o 1Laadl Giladl Jsaadly ALl Aabead) (s
%V VY e gl G ) amlisily %) e sl padil paaill 3aby Y
o] piaill ae (Lpsine ) las Admis Dk ADle lgh leaY) sl molll dually
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( Bounds test ) agaall jlia) ehab agii =3 gaill cilyiatia G ( Cointegration )
( Joint F— statistic ) Zilas) alasin) DA e JaY) Ak dDle agay (e Goaill Y
O ide JalS5 3sm pae e gan gills Ho 2 Bl = B2 = 0 4zl jlasy &l
sl sl HT 2 Bl # B2 # 0 aum da¥) dlysh 435 ale le sl z3aill il
() ibas¥) dad ()l Cum zdsaill Chitie G il ol ABe dgay o paly A5
Jsaall sulus ((Pesaran and Al , 2001 ) Lo ) dspall ddgaall sl ae 4 guusdll
el Lally HLaaY) 1 dams ) U

raal apall lad) dam (€) Jsaa

ARDL Bounds Test
Date: 11/02/21 Time: 10:26
Sample: 1993 2020
Included observations: 28
Null Hypothesis: No long-run relationships exist

K Value Test Statistic

4 1.704240 F-statistic

Critical Value Bounds

Yy\YY



AYYE gl il &gl Zhradkand] Al (Jg¥1exm) aalpdf adaalt

11 Bound 10 Bound Significance
3.09 2.2 10%
3.49 2.56 5%
3.87 2.88 2.5%
4.37 3.29 1%
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Akaike Information Criteria (top 20 models)
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Dependent Variable: INF
Method: ARDL

Date: 11/02/21 Time

: 10:43

Sample (adjusted): 1994 2020

Included observations: 27 after adjustments

Maximum dependent lags: 4 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (4 lags, automatic): EXRATE GDPG BRDM_GDP

DEINTERST

Fixed regressors: C

Number of models evalulated: 2500
Selected Model: ARDL(4, 3, 4, 4, 3)

Prob.* t-Statistic Std. Error Coefficient Variable
0.3138 -1.151243 0.153206 -0.176377 INF(-1)
0.0116 -4.412691 0.134360 -0.592891 INF(-2)
0.0079 -4.925114 0.127926 -0.630048 INF(-3)
0.2575 -1.319487 0.100531 -0.132649 INF(-4)
0.0127 -4.293953 0.883514 -3.793767 EXRATE
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0.0535 2.711384 0.940984 2.551369 EXRATE(-1)
0.1409 1.832190 0.892477 1.635187 EXRATE(-2)
0.0988 -2.142289 0.981293 -2.102213 EXRATE(-3)
0.0007 -9.449457 0.118423 -1.119033 GDPG
0.0051 -5.561391 0.112056 -0.623188 GDPG(-1)
0.1317 -1.890069 0.122159 -0.230889 GDPG(-2)
0.5595 -0.635762 0.072887 -0.046339 GDPG(-3)
0.0363 3.096630 0.042307 0.131009 GDPG(-4)
0.0517 -2.744584 0.032999 -0.090570 BRDM_GDP
0.4413 -0.853933 0.044762 -0.038223 BRDM_GDP(-1)
0.0269 -3.416057 0.043855 -0.149810 BRDM_GDP(-2)
0.7351 0.362881 0.053516 0.019420 BRDM_GDP(-3)
0.0583 -2.628060 0.059411 -0.156137 BRDM_GDP(-4)
0.1733 1.654717 0.142872 0.236412 DEINTERST
0.0290 -3.333608 0.173517 -0.578438 DEINTERST(-1)
0.0041 -5.901094 0.163678 -0.965879 DEINTERST(-2)
0.1983 -1.540404 0.184775 -0.284628 DEINTERST(-3)
0.0035 6.169690 9.340384 57.62728 c
1.980704 Mean dependent var 0.993134 R-squared
1.093673 S.D. dependent var 0.955371 Adjusted R-squared
-0.298245 Akaike info criterion 0.231045 S.E. of regression
0.805616 Schwarz criterion 0.213528 Sum squared resid
0.029990 Hannan-Quinn criter. 27.02631 Log likelihood
3.273645 Durbin-Watson stat 26.29901 F-statistic
0.002972 Prob (F-statistic)

*Note: p—values and any subsequent tests do not account for model selection
INF = -0.592 INF (-2) -0.630 INF (-3) - 3.793 (EXRATE) + 2.55 EXRATE (-1) -2.102
EXRATE (-3) -1.11 GDPG -0.623 GDPG (~1) + 0.131 GOPG (-4) - 0.090 BRDM_GDP- 0.149
BRDM_GDP(-2) - 0.156 BRDM_GDP(-4) - 0.578 INTERST(-1) - 0.965 INTERST(-2).

s Lo sy 8 %) Aty Cipeall e 30y o bl Goludl Joaally Anlull Aabeal) o
%Y.00 eyl ) sl 8 aialyy % 3.7 latey spall Gl sl (alasl
pamil pe e ADle lligh MaaY) o)zl duallyy %2. 1 b ¥ any aualiily
%) 3 ) il 30l o e 13 el b aaY Aaaylag sanly o Ul Byl 55l il
3y 0.14% 0 wialys A 2 0.62% 5 Al il %110 adcaill (alassl ) sa5
paall (alids) Y o Loy (8 %) o 4l Ol salil) (s peall dplly o Ul il e
L 1Dl a5 0.15% i a5 0.14% G858 a5 0.09% o syl il
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ARDL Bounds Test
Date: 11/02/21 Time: 10:45
Sample: 1994 2020
Included observations: 27

Null Hypothesis: No long-run relationships exist

K Value Test Statistic

4 0.983192 F-statistic

Critical Value Bounds

11 Bound 10 Bound Significance
3.09 2.2 10%
3.49 2.56 5%
3.87 2.88 2.5%
4.37 3.29 1%

dapad) ailll e 8 a5 98issku dsaall HliaY ASHisd) Fodglias) of Laadl Jeaall
WDle ol dinde Jol&s dDle Cliay Jal iy Il gl Gligias JS xe V) aall

JaBlyen (A adilly 32N jmg (gl

Test f- statistic P — value
Breusch-Godfrey Serial Correlation LM
0.340 0.717
Test
Heteroskedasticity Test: Breusch— 0.343 0.961
Pagan—-Godfrey
ARCH 0.152 0.699
Ramsey t 117 0.736
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Test f- statistic P — value

Breusch-Godfrey Serial Correlation LM Test 8.865 0.101

Heteroskedasticity Test: Breusch-Pagan- 2.377 0.208
Godfrey

Normality test Jarque — Bera 0.601 .740

Ramsey t 1.178 0.357

Eviews.9 =alip cils jhiar jaadll
jaihad dwadd) Lol
ABDle a8 Y ) olad¥) A8l A olatW) Alal & b Ghwatall G A paatl aadt

Dby peaal dailly 400G g dll lasl
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(Prob=.08) %"+ e il ) Cum 535 s oy a5 o m il

Cipall o () (5 ¢ b pill ) gl s  olatV) Aslal A aag¥
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Pairwise Granger Causality Tests
Date: 08/25/23 Time: 07:25
Sample: 1990 2020

Lags: 5
Prob. F-Statistic Obs Null Hypothesis:
0.6705 0.64349 26 GDPG does not Granger Cause INF

0.1699 1.81730 INF does not Granger Cause GDPG

0.2351 1.54515 26 INTERST does not Granger Cause INF
0.0822 2.44675 INF does not Granger Cause INTERST

0.0338 3.27541 26 EXRATE does not Granger Cause INF
0.8461 0.39284 INF does not Granger Cause EXRATE

0.0003 9.63158 26 BRDM_GDP does not Granger Cause INF
0.0791 2.48123 INF does not Granger Cause BRDM_GDP

YYYA



aY-YE pgial il &gl Zhradkand] Al (Jg¥1exm) aalpdf adaalt

30Ul B 80 2

Pairwise Granger Causality Tests
Date: 08/25/23 Time: 08:12
Sample: 1990 2020

Lags: 2
Prob. F-Statistic Obs Null Hypothesis:
0.2279 1.57382 29 GDPG does not Granger Cause INF

0.3130 1.21975 INF does not Granger Cause GDPG

0.0468 3.48831 29 EXRATE does not Granger Cause INF
0.6452 0.44636 INF does not Granger Cause EXRATE

0.6959 0.36805 29 DEINTERST does not Granger Cause INF
0.7232 0.32855 INF does not Granger Cause DEINTERST

0.5284 0.65517 29 BRDM_GDP does not Granger Cause INF
0.6477 0.44226 INF does not Granger Cause BRDM_GDP
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