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This paper aims to estimate the effect of monetary policy on
exchange rate in the Egyptian economy during the period (1976-
2016). The paper used the cointegration using the Bounds testing
approach and used the Autoregressive Distributed Lag Model
(ARDL).the paper has been estimated the model using three
methods, they are Fully Modified Least Squares (FMOLS), Dynamic
Least Squares (DLS), and Canonical Co-integrating Regression
(CCR).

The study found that effect of money supply on exchange rate is
positive at significant level of 1%, also the study found that effect of
real interest rate on exchange rate is negative in the long run at
significant level of 1%,

For the other explanatory variables, the study found effect of
exports of goods and serves on exchange rate is positive and the
effect of import of goods and services is negative in the long
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run,also the study found that there is no effect of inflation rate on
exchange rate in the long and short run.
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(9) dsa>
(M_current) dujfall JauSil a8 Gag el pidial ALl Saag i chlias)

KPSS
Intercept Intercept and trend

M current 0.6722
DM, _current)
DI carrent, 2) ) A

%l 0.7390 0.2160
Critieal .
Values 103 0.4630 0.1460

%10 0.3470 0.1190

i e %10 %5 Yol s s L g yima ¥ K4 xxk . dBigals

sie dllyy il all die gl v (Sle piidl of (KPSS) jlas) el Ly
sl die A8l sl o el Sl Jolaa gt o (Ml %S dpina (gpine
sy 2 sl S aen Lae J(1) 5 1(0) o oy bpitiall ol ol claa i1 il
(ARDL) azjgall ¢Uagy) il 500
) ol U eyl oLl i
(10) Jss>

(Bounds testing results) (AIC) sl Gy (450a)) JLad)) ehjidal Jalel o] gitis

Regressors: (K =15) F-stat,
Model (1): Exchange rate, = f(Ms_currvent, Inflation, GDP_growth, Exports_gdp, 11,604+
Tmports_gdp), ARDL(1,0,0,1, 1, ) '
lodel (2): Exchange rate, = f(Interest rate, Inflation, GDP_growth, Exports_gdp, 4.9579%+s
Imports gdp), ARDL (3,3, 4,2, 2, 2) o
Significant level Critical values bounds
Lower Critical Bounds (10) Upper Critical Bounds (I1)
10% 2.08 3.00
5% 2.39 3.38
2.5% 2.70 3.73
1% 3.06 4.15

JERTERTRCTRECIRT-S R~ K1 74 [ R/ BT e cdbpals
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o deaill iy goasal (e staristic) «bas) aad L‘j Sef dausgsl Ej‘a.d‘ O s
s 5 oy s (UCB) e e sl R G
L a1 Al Rl ke g 3 Lt )
e dljhe JalS0
olabeel

Sl sy pull g LY
e dils (g el 28 S el
clytha o Jyeanll J3l L) by 8] Ay 0T Bagins (s
e ety Alashe
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(1) Js>
Uaaly Gl 73 gad g ghall JaYl cdlala 25 il
Dependent Variable: Exchange raic

Independent Vypj; thle Maidel (1) s e T Madel (2)
Coefficient (=stut, (Proh.) Cocflicient t=siat. (Prob.)
Long-run coelficients:
My citrrens 3.20E-12 Ran (Lo
Intevest rute ALA67308 -6.1997 [N
Inflation (L1051 L2660 (0791 (10306497 -0.4490 (1.6 51
{}'D;"_ erenveh -0.250626 AN0.027)4 I 633033 A 0T62 (000 ] 44«
Laporis vy 0162164 0 0622611 0.84929 (0,000
Imporis_pdy -0.207779 0329 (0.000) %+ -0.827201 -6.7068 (0.000)*+«
Cunyf A.940M37 LS00 (000) s+ 1126876 38530 (0.002)%++

Lrror correetion
coefficient;

i =0.190006 -9 B402 (0.000)%* 1207045 6.9704 (0.000) %=
Short-run cocfficients:

My curreni*+ 6.09E-13 3.5872 (0.001)%+
Inflation ¥+ 0.001998 0.3780 (0.783)
Tuports_gdp++ -0.039479 -2.7969 (0.009)%#+
Exchange raier-1)* -0.190006 -3 062 (D.004) 44+ 0.207045 3.2732 (0.005)*++
Interest rare (-1) 0.030210 3.2027 (0.006)*#+
Inflationy- |, 0.006356 0.4311 (0.673)
GDP_gronvth-1, -0.048741 -2.5099 (0.018)++ -0.34279] -3.8296 (0,002)*++
Exports_sedpi-f) 0.030812 18034 {n.n65)+ -0.128908 -4.0095 (0,001)*++
Impors_gdpr-1, 0171268 3.4823 (0.003)%#+
DfExchange raier-1); -0.444023 -1.8574 (0.083)*
DfExchange rater-2)) -0.220071 -1.2218 (0.241)
Dilnterest rute) 0.007690 0.6749 (0.51 0)
Dilnterest rutef-1)) ©-0.060833 -2.6664 (0.018)**
Dilnterest rater-2)) -0.029529 -2.1051 (0.053)*
DfInflation) 0.013357 1.0441 (0.313)
DfInflations-1 ) 0.006329 04191 (0.681)
Dilnflation-2)) 0.0143356 1.0870 (0.294)
D(fuflationt-3)) 0.021510 2.2463 (0.040)*+
DIGDF_growdy -0.023454 -1.3329 (0.192) -0.094872 -2.6598 (0.018)*+
DGDP_granvtie- 1) 0.071870 1.8269 (0.088)*
D(E\ymrr.v__gdp) 0.078306 41469 (0.000)##+ -0.012904 -0.5491 (0.591)
D(E\'pm'i.\"_ selpt-1yy 0.074332 2.8651 (0.012)*+
Dilmports_gedp) 0.060473 2.409] (0.029)%+
Dituports_gdpi-1)) -0.075749 -3.2030 (0.006)*#*
Const 1.318649 4.6093 (0.000)++ -1.475584 -1.9059 (076)*

e %10 %5 %1 5 gien e 5 ye @ vE Y gty

A ol el L,m}.m Chatie W ol (11) ) sl & IS e gy
o st e o gm0 %5 (%) Gsia e ikl JaY1 s ("-‘J’-‘-“ Lilaa
Oadsall it chlal el s LS 2k Gsindl Sl die puadl JuY)
Ayl 2l s (Sary viniid LYy Ll il gy Aol 2y bl e Addie
el LS
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gl oy 53 gyl e 580 2 O sl B el Copeli
suaily Jysbl oY) (B e P (Exchange rate) Cipall o o (;‘vf;ﬁcurrem)
b pallly Jashl ShY) b (Cocfficient) il e S Cun L st e
s aaly e 33 O e sy il (6.09¢-13) 5 (3.20¢-12)
g il 0 o) el 30 s e et ) el
s b bl 3 ia 3 6.00e-13 5 3.20e-12

nterest ) ash 308 s oo i 3y St glgadl g okl i (s
%l e s sl e) 8 %] gy e i byl s e(rate
Jaugiall A2 0.4673 iy ghisll wopall jros salisdl M (535 g RV e

i) ot 6 agmy e sl OR i oY) Al il Al
e S Glaaslly G el g (gess (Exporis - gdp) W o i Oleaslls lud)
o i s 33y bl ORI e ) e (imports_gdp) &
"L (iflaton) s dnd st s o= g o) 52 )
peaily Jyshl oY) (6P s b iyl s

Cipall s (e S ol Jles) 5 S 3 b e dpall b e B
gl gl el gl e il a2y I g2 bl L rae
gy L s sl 1 S el

iyl b ey lisne ol ECM 1) sl ey Jabao of Ll bsls
FT PR dlly b 31ynge il s dl o e Jy e sl
.(CUSUM oquuares)‘(CUSUM) ) e (B okl Ja¥) 3 AD
sgng g2 e 3 Lo Wle 0 5 a0 gl Ussl gt Jeles S L2
i PR TP (sl st )
:(Robustness Check) 858l <lsbal 0an <

] Aungie gl Apad Jesall os i ytiadl Al il By 38 a (et
Biggh oy ol il bl s Aubdl (2398 i Salely pgth g Lagand
Dynamic Least Squares 4apks ‘(FMOLS)Ftu Modified Least Squares

LAy



&% b Ly ((CCR) Canonical Co-integrating Regression #ib, «(DLS)

CCR & DOLS & FMOLS ik sasiks iyl

Dependent Variable: Exchange rate

(12) Jsa

>3 s il

il l(u.!-r-l._[__.‘.-i_

|n<|cpmm e Mudergy o -
variahle FMOLS DOLS CCR - pFMoLs DOLS cen
My current  2.61E-12 1.58E-12 133E-12
(4.02)55  (L337)%% (0, 146)7*¢
Interest rate -0,112474 .594574 -0.127229
i (-1.618) (-6.816)***  (-1,540)
Inflatiun 0030345 D.041110 -0.027740 0072278 -0.049670  -0.073778
(-1.577) (3.189)%%*  (-1.113) (-1.012) (-5.527)%%%  (.0,795)
GDP_groweh  -0.137448  0,234375 -0.123836 -0.249205  0.115960 -0.223025
(-2.889)**  (3774)*%*  (:2.435)%+ {-1.582) (0,356) (-1.357)
Exports_gdp  0.246321 0.211858 1.250920 0.293787 0.256677 0.200787
(B.127)%*4  (1L91)***  (8,622)*+* (3.281)+*  (3.139)* (3.068)***
Imports_gdp  -0.208536  -0.284326  -0.213893 -0.355748  -(.332217  -(.335693
(-7.690)%**%  ((12.48)**%  (-6,497)**+ (41324 (22,969 (-3.322)%%=
Cunst 4.376897 4.547281 4.353268 10.31265 13.22727 10.29738
(8314)% %% (AL LD (§.705)%+ (0.812)%%*  (13.08)*%*  (6.759)*%*
& 0.9377 0.9983 1.9373 0.5125 0.9900 0,5144
Adjnsted B 0.9286 0.9945 0.9281 0.4408 0.9301 0.4430

- Automatic leads and lags specificalion in model

max=2)

- Automatic leads and lags specification in model

max=2)

e sl 0

oA e 9510 U5 Yl s e ke gy # 44 p0x o JBpal,

(1) (lead=2 and lag=1 based on AIC criterion,

(2) (lead=2 and lag=2 based on AIC criterion,

G Js¥ el Ay L Jpaal) 7 e gy

e So cpeall g e (My_ctrrent) sl o) Gagpad e oh s,
(ARDL) 4nste iy jtall JlSil pe iy iy e jay cdypbll JaY1 i %]
el bl sl 556 3y 1= (ARDL) Ao o paiil) A 5 h) i) i
el (e A€ laaslly aldl clylgd il ((Exports_gdp) el (e B ilarally
lial) (5 ] (sgine viz yshall JaY (b g pendl Cipeall e e (Imports_gdp)
Sl aal B sally (nflation) paill s 5ol Jpn RO G ks
diph bl Cus Ll WY1 6 e o pall e e (GDP_growth)
o ool @l Mea) b sall (Gl 36 agay e (CCR) Zphy ((FMOLS)
Cuebl gy (ARDL) dneia go iy 8 Lo jay pistl 126 350 sz (= il

£4s



Cipall e o pdmlly ol sl (b sel) e 550 gy e (DOLS) )k
ol (g5iws die pas &

(ARDL) fsgie gl o lpuiany 6 4aitis cilia) 38 SO g 3pal) fsally Ll
(CCR) #iyyhy ((FMOLS) diph ekl cum o3k AL 68l J5¥) g dgeill eiling
(L A e el o) Cipeall e e BN S5 e 80 s a0 e
e e sl sl d e 30 asay e (DOLS) gl copelil il by
Aaaiady Spd) QA ae Yy Gl Lo gag %l s e Joghll Y1 3 Gyl
sl il @D Gl i) (ARDL) Angiay Js¥) gasaill Jias ((ARDL) &ngie
s (Exports_gdp) gl e A clesilly Jl clplal e 5b g
b pad iyl g o (Fmports_gdp) w3 e S Slaaslly wddl clyly)
s sailly pnazll 36 sy pie o gl i) S %] (giie e Joghl) JBY)
Sy DLS figh clind) S0 23l & Gpall jeu o Jadl pll e
(%] shse sl iyl o o pmil) b il el
Gulaid | -5

e akilly iy Cipuall e o 23l Rulpnd) 5l A8 A Al o
L ol gias Al ciadie) 855 ¢(2016-1976) ble gy aaly & jean il
udly The Bounds Testing Approach ssasll Jlid] meia alasinly il JalSil
The Autoregressive Distributed 4cjsall etayl Syl Sl jlaaiV1 hsin) e
e Laag opptie e Aol Aubudl e el 3 2l cade) 85 . Lag (ARDL)
cshind] S0 e sday bl Aleall Aplall LU gl Bliney sl (o gyl
Sade) 3 Copeall jua piiad Audly Ll L (Robust) gl ey 555 e esall iy
Sl i) g g5l el say el ol Bl el el 35 e
esbodl lilly Aualall el kg pasiaall  inY]
g e gl olinag sl pagymall (sl 30 3pay ) Al s 84
Ran e 3l &y gay %) (i die puailly Jhll YN (B e (b Cipeall
sl jed lu ib sy ) Rl clag BRA) iy cdnla@] dglally Al
Aot o3 aSB 8y L Jyshll JaV1 3 %] (s5iae die yeme (G ipall ju e R
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Fully Modified Least Squares aiph ay et Jalsll al i calld sil,
Canonical Co- &phbs «(DLS) Dynamic Least Squares diphs ((FMOLS)
(CCR) integrating Regression

sl 0 sy ) Lo 2l cdiagt 8 91 &gyl il Al U

U e A clesally aldt Syl by il e i€ Slaaslly fdudl il

BaAaba@dl Akl ae iy Al gy Bphll AV 3 gpadl Gipall e e

gl el 3 jeme b cipall juo e paisll Jaed ok oy pae ) ALY

ol ol Mas) g Jund zppe b 3pns Al el Jliall B L peeailly

ol Jea) (& sall b il agng J3Y1 ghgall selil Leid . jeme (b Cipeall e
et gl 3 Lol eanaly 500 10 a) el s e
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galAl

gl b Cipeall rny LYY Gas o AL Ll Ll S (2016) casad 56 s (Jund
The Impact of Monetary and Fiscal Policy in Stabilizing the =, 2014-1980
Exchange Rate in Sudan 1980-2014. Journal of the North for Basic and Applied
Seiences, 347(3790), 1-25
S e chpeal e i AY i Ry (20160) St sead B g B ¢ e
Alhyy szl amall Aaals b Ay (2014-1990) sl A el 4 szl
-(Ductoral dissertation)

G G e Ayl 5 sl Cipedll e S e ((2016) Ldane tene ()
e Anals ¢ iiale Al ((2010-1990) Apds Ly SN
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Years
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
015
2016

Lxchange_rate
0.5035
(.5701
0.6596

0.7
0.72
(.74

0.812
11.859
0.9302
19551
|.06Y
1.273
1,761
1.9368
2229
3.009
3.3233
3332
3372
3591
3392
139
3.388
3.391
3.4065
3.674
4313
5.0347
6.1331
6.0043
3.7469
3.7082
5.3
55148
55124
5.8097
5.9945
06,4466
69715
73457
8.138139631

M2 _current

JU61000D00

4102800000

5211700000

6544300000

10363600000
13303700000
17791700000
2ERIT200000
23929300000
INHTISON0O00
37102200000
44878400000
54548600000
64093500000
82507800000
98463900000
1.17594E+11
1.33174E+11
1 48109E+1
Lo27oul+11
1.80404E+11
1.99837E+11
2.21372E+1)
2.33909E+11
2.60999E+11
295491 E+11
332813E+1L
4.03634E+11
4.69181E+11
3. 23087611
6.U1361E+11
T16345E+11
7.0166E+] |

8.60631E+11
9.74276E+11
1.03921E+12
1.16752E+12
1.38808L+12
1.60693E+12
1.9059E+12
2.6589E+12

£44

Interest_raie
-3.972776301
-0.9942626069
-0.728983191
-8.43852288
-3.979321193
13644977745
5.342004460
6193132459
3454489987
5468194944
1.966302717
-11.28948604
2.944908729
-0.172062521
0.472294342

0.496864267
9.101236885
1435419547
4.552165551
7913220463
3.562244341
B.782559294
11.99073254
7.893577594
11.21451337
10.278762706
£5.325820433
1.524824738
6530995405
4.800681302
-0.075348525
0.109098669
0710272097
0.816680752
-0.549199686
-6.272431036
3.292157153
0.414129139
1.54106846
6.915248959



Inflation

10.31741589
1273216279
1107810038
9904360512
20.81922493
10.31728422
14.82300R8S
16.07987388
1703636638
1210675606
23.86428982
19.69359331
17.66348615
2126186709
16.75637471
1974854482
1363742417
12.08979229
8.154231286
15.7422305
7187103697
4625605788
3872575464
3079499126
2.683805353
2269757205
2.73723855
4507776363
11.27061933
4.869396969
7.644526445
9318969058
18.31683168
11.76349544
11.26518827
10.0539169
711815562
942157654
10.14580055
10.35748965
13.81463839

GDP_growth
14.62727947
12.83693812
5.779721531
6.038847062
10.01132904
3756100102
9.907171134
TAONE33723
6.U8151789
(002035693
1.046385803
2519411233
5.300733589
4.972375122
5.70174926
1.078837266
4,431994172
2.900736557
3.973172322
4042466699
4.98873054
5491123819
4036373365
0.105463321
3.367997672
3.53525197
2.370460092
3.19228475
4.0899404
4.478960164
6.853907786
7.090271001
1.157616776
4673844855
5.14510637
1.779594033
2215608782
2.185466054
291591188
4372019078
4.297682516

Exports_gdp
2226847001
2248322148
21.745788
29.72845104
30.51463768
3337182371
270343068
2548200247
12353124785
1991428305
15.73156683
12.55871063
17.31838722
17.89347942
20.04759854
27.61560137
28.39683681
2583762887
2257142857
2254401961
20.74978204
15.5416698
16.21433342
15.0520156
16.20111732
17.47978812
18.31617841
21.79640719
28.212996083
30.34354689
2994981383
30.24973147
33.04299274
2495682211
21.34924581
2036742761
16.39696662
17.01784562
14.24413146
13.16384549
1034966584

O

Imparis_gidp
33.9973252
3319750599
37.01888503
48.33530111
42.8659752
4880483243
36429455823
3581251691
32041533113
2559443032
2276628584
3516112951
32.35140357
32.71328618
35.79569015
30.91301222
30.09020619
2805714286
27.69607843
26.19877942
24.89637766
25.71329158
23.30949285
22.816818358
2233063842
22.67088942
24.38323353
29.58994436
32.60909933
31.56872268
34.52814178
36.63763261
31.59662253
26.58710426
24.685200655
24.31480265
2335519243
22.67605634
21.66209747
19.68393457



