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Abstract

This study analyzes the impact of monetary policy variables represented
in the exchange rate, interest rate, money supply, and private credit (as
independent variables), on the inflation rate (as a dependent variable) in
Egypt during the period (1990-2021). The study concluded that there is
a significant effect of all variables on the inflation rate during the period
under study in the short and long terms. The study concluded that there
is a significant relationship between the interest rate and the inflation
rate, and this relationship was inverse, and the value of the estimated
parameter indicates that an increase in the interest rate by 1% leads to a
decrease in the inflation rate by 2.8%, and the study also found a significant
and inverse relationship between private credit and the inflation rate. The
value of the estimated parameter indicates that an increase in private
credit by 1% leads to a decrease in the inflation rate of 1.6%. The study
also found that there is a significant and positive relationship between
the exchange rate and the inflation rate, and the value of the estimated
parameter indicates that an increase in the dollar exchange rate against
the Egyptian pound by 1% leads to an increase in the inflation rate by
1.6%. Finally, the study concluded that there is a significant and positive
relationship between the money supply and the inflation rate, and the
value of the estimated parameter indicates that an increase in the money
supply by 1% leads to an increase in the inflation rate by 0.4%.

Keywords: Inflation - Exchange rate - Interest rate - Private credit
- Money supply.
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LTC LIR LPbsc | LM2 L inf

0.438255 | 2.484907 | 3.238678 | 3.356897 | 2.821379 | 1990
1.144223 | 2.484907 | 3.095578 | 2.960105 | 2.980619 | 1991
1.199965 | 2.484907 | 3.104587 | 2.965273 | 2.61007 | 1992
1.20896 | 2.484907 | 3.169686 | 2.580217 | 2.493205 | 1993
1.22083 | 2.4681 | 3.328627 | 2.415914 | 2.104134 | 1994
1.22083 | 2.388763 | 3.487375 [ 2.292535 | 2.753661 | 1995
1.22083 | 2.351375 | 3.597312 [ 2.379546 | 1.974081 | 1996
1.22083 | 2.282382 | 3.681351 | 2.379546 | 1.526056 | 1997
1.22083 | 2.24071 | 3.841601 | 2.379546 | 1.360977 | 1998
1.22083 | 2.219203 | 3.951244 | 1.740466 | 1.131402 | 1999
1.244155 | 2.251292 | 3.951244 | 2.451005 | 0.993252 | 2000
1.378766 | 2.251292 | 4.005513 | 2.580217 | 0.832909 | 2001
1.504077 | 2.230014 | 3.996364 | 2.533697 | 0.993252 | 2002
1.766442 | 2.104134 | 3.98713 | 3.058707 [ 1.504077 [ 2003
1.824549 | 2.04122 | 3.988984 | 2.785011 | 2.424803 | 2004
1754404 | 1.974081 | 3.93574 [2.442347[1.589235 | 2005
1.745716 | 1.791759 | 3.897924 | 2.70805 [ 2.028148 | 2006
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1.729884 | 1.808289 | 3.817712 | 2.949688 | 2.230014 | 2007
1.691939 | 1.88707 | 3.756538 | 2.351375 | 2.906901 | 2008
1.711995 | 1.871802 | 3.586293 | 2.251292 | 2.4681 2009
1.726332 | 1.824549 | 3.499533 | 2.517696 | 2.424803 | 2010
1.780024 | 1.88707 | 3.440418 | 1.902108 | 2.312535 | 2011

1.80171 | 2.028148 | 3.310543 | 2.509599 | 1.960095 | 2012
1.927164 | 2.04122 | 3.265759 | 2.939162 | 2.251292 | 2013
1.957274 | 1.931521 | 3.242592 | 2.76001 | 2.312535 | 2014
2.039921 | 1.931521 | 3.269569 | 2.923162 | 2.341806 | 2015
2.305581 | 2.066863 | 3.529297 | 3.676301 | 2.624669 | 2016
2.878074 | 2.493205 | 3.349904 | 3.020425 | 3.38439 | 2017
2.877512 | 2.509599 | 3.238678 | 2.587764 | 2.667228 | 2018
2.819592 | 2.388763 | 3.178054 | 2.587764 | 2.219203 | 2019
2.757475 | 2.054124 | 3.299534 | 2.980619 | 1.609438 | 2020
2.749832 | 2.00148 - - 1.648659 | 2021
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(INF), = O+ (INF) _+B1(TC) _ +B3(IR) , + [34(Pbsc)t_l +ut

PV adigl! (o 98 S ) SLES (e Sladie WLy Al 33 huuDhaad Ay piiial Aty .7

Z39a ) (B AL AN O 4 a8 COIS 13 Lo ol B3aTl) HLAS N 10D At

Lo (71 (635 Las AL pd 5555 Atia 3l Judladt Aacds &) Eos (Y A1 535 ue
((Dickey- Fuller )Lis i e slaie ¥ @ g« 331 5 oW1 (3 ya ke 8 pa)

1ot LaS EALEN S Lam B9 (Ol pi) o2 (398w (Y
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Level 1 st difference
- ADF ADF g
£ 8
- trend and | intercept None trend and intercept None | &
intercept intercept
INF -2.20 -2.18 -1.039 -5.85 948 -5.99 1(0)
(0.472) (0.216) (0.26) (0.00) (0.00) (0.00)
TC -2.56 0.064 1.78 -5.97 -6.05 -5.80 I(1)
(0.30) (0.96) (0.97) (0.00) (0.00) (0.00)
IR -2.52 -2.39 -0.74 -5.28 -4.55 -4.58 I(1)
(0.31) (0.15) (0.38) (0.00) (0.00) (0.00)
M2 -3.73 -3.50 -0.41 -0.57 -5.70 -0.58 1(0)
(0.03) (0.01) (0.52) (0.00) (0.00) (0.00)
Pbsc -1.25 -1.02 0.01 -4.00 -3.49 -3.55 I(1)
(0.87) (0.73) (0.67) (0.02) (0.02) (0.00)

(o Aetiiut) SLed I 130Gl (Eviews 10 galiy le 1alaiel GlsLd) :ydall
-(Y) @8y Jguiand!

& gom 1 Alsma ¥+ 10- 1A+, 3o AT Low Ataul i Aty 3 s A Aculicut 55053 HLLSLS @Bmt LM tghuad Rwls ¢ AEs Ao (1)
100 (Y18 IGRT (Y Sdall (1 loetl ((Suga o salt Anelas (uoeul) p gl g Aylariy Ay sLaTiBWY o glatt AS Ay AyslaidY)

-We-

BAL



V) 3ie (58 @i L8l gl (8 Attt Al A dlad Sute - Aadas 5,58 pali /5 - GaN T Mo By e /3

S Lty (I (0520 i 55w Ol s 5 i (¥) Jataet! o
potal (3a%g ddle 5L . oho¥1 S gl i JaTl G MY 353401 (350 silie
Auongie (Bl o Likes Lo 99 e yolll (yulh (o8 uho 3t uadt gyttt
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LaS ZALLH CAIS wdg ((Schwarz, g (AKaike, jolal daid Juldi @25-_’. i

Z‘;‘.:'
Lag LogL LR FPE AIC SC HQ
0 42.82793 NA 3.75e-08 -2.909841 -2.667899 -2.840171
1 69.64829 41.26208* 3.40e-08 -3.049868 -1.598219 -2.631846
2 84.81698 17.50234 9.22e-08 -2.293614 0.367744 -1.527239
3 131.3507 35.79513 3.68e-08 -3.950050 -0.078984 -2.835323
4 227.8840 37.12820 1.23e-09* -9.452613* -4.371838* -7.989533*
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F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1(1)

Asymptotic: n=1000

F-statistic 51.23983 10% 2.2 3.09
k 4 5% 2.56 3.49
2.5% 2.88 3.87

1% 3.29 4.37
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Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
DIR -2.880809 0.160095 -17.99436 0.0031
DPBSC -1.663445 0.057039 -29.16335 0.0012
DTC 1.618950 0.191573 8.450811 0.0137
M2 0.420690 0.038313 10.98034 0.0082
C -1.191808 0.090619 -13.15185 0.0057
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ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(DINF(-1)) 2.687143 0.110015 24.42516 0.0017
D(DINF(-2)) 1.823633 0.077942 23.39725 0.0018
D(DINF(-3)) 0.508164 0.039181 12.96959 0.0059

D(DIR) -1.887503 0.130819 -14.42837 0.0048
D(DIR(-1)) 5.626086 0.297876 18.88732 0.0028
D(DIR(-2)) 5.345960 0.260428 20.52761 0.0024
D(DIR(-3)) -0.847308 0.194653 -4.352915 0.0489
D(DPBSC) 0.319309 0.129303 2.469458 0.1322

D(DPBSC(-1)) 2.204344 0.216771 10.16899 0.0095
D(DPBSC(-2)) 1.927770 0.223891 8.610325 0.0132

D(DTC) 4.398920 0.163400 26.92118 0.0014
D(DTC(-1)) -0.828109 0.169474 -4.886346 0.0394
D(DTC(-2)) 0.172949 0.131521 1.314990 0.3191
D(DTC(-3)) -0.641970 0.066164 -9.702675 0.0105

D(M2) -0.316636 0.037244 -8.501705 0.0136

D(M2(-1)) -1.808732 0.080027 -22.60163 0.0020

D(M2(-2)) -1.208127 0.056708 -21.30451 0.0022

D(M2(-3)) -0.983018 0.056494 -17.40026 0.0033
CointEq(-1)* -4.703654 0.143391 -32.80299 0.0009
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R-squared 0.999238 Mean dependent var -0.008488
Adjusted R-squared 0.997278 S.D.dependentvar 0.726907
S.E. of regression 0.037928 Akaike info criterion -3.556924
Sum squared resid 0.010070 Schwarzcriterion -2.637546
Log likelihood 65.24001 Hannan-Quinn criter. -3.292176
Durbin-Watson stat 2.144953
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1ol 1alediel (i Ll Jas (o /ydial
The Durbin-Watson, Test for Serial Correlation when There Is No Intercept
in the Regression.” (1980). Econometrica. vol. 48. 1980. pp. 1553-1563.

x> g (Heuadly 53 Joua le sl JSAN (2 @l e Joant| @3

zg’m‘hgu‘u‘&cfm‘id(m O plo Ade 9 (VY =2\.L“¢.c
https:/ yfwww3.nd.edu/~wevans1/econ30331/Durbin_Watson_tables.pdf

A8 () 9@l Adkate (B A4S ((Gguily (993 Aend O Galudt JSEN (e il
(¥) da@M (n 285 L8 @D (09 ¥, 188 Galud) 7 Dgeadl 8 da @l ol Cdly
IoLay g ¥ Aily 1 J9al (San L9 (J 9-aM Adlate (i (¥, €4Y) Aaydlly
A0 gl e as W i ash 1D

xRkl 17 30t B3 g (po ST s Liwl® 5 Bt 3 gt @i o
AL SHLEAS Y o) a3 Aol BN JSLEY o 03059 (ubidllg

-XVo-



(YeYY 9.d 92000 pj)m.t.c) S S { P — ) v

z;Lh:':Y‘ji B9 all yLis

Aagine § 9us (30 38T B9 (+ YOYA) Claly Flla B () I 7 39050 (pa da Dy
e Slas BoLdyl Sgam g9 ABLEN adal) Aud,a 48y (Sad ¥ Iy (40
e s W C Ll 313 Iol iyl A a3 W 7 D9l Gla dude g

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 5.684574 Prob. F(1,1) 0.2528
Obs*R-squared 22.11045 Prob. Chi-Square(1) 0.2514
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.531279 Prob. F(23,2) 0.8250
Obs*R-squared 22.34303 Prob. Chi-Square(23) 0.4996
Scaled explained SS 0.129080 Prob. Chi-Square(23) 1.0000
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