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The impact of monetary policy on private investment
in Egypt during period ( 1990 — 2019)

Abstract : -

The study dealt with analyzing and measuring the impact of monetary policy on
private investment during the period 1990-2019 through a set of monetary policy
variables and macroeconomic variables, which are transmission channels and
determinants of private investment using ARDL models.

The study reached several results, most notably that monetary policy has a
significant impact on private investment through the exchange rate, as it
positively affects private investment, especially after the slowdown period
because it achieves a competitive advantage for the local product in foreign
markets, and the study concluded that the interest rate has no A significant effect
on private investment because monetary policy does not target private investment
at the interest rate, and the change in credit directed to the private sector does not
have a significant effect on private investment due to the decrease in the average
ratio during the study period, and the increase in the average per capita income
does not affect private investment in the year The first is that the increase in
income tends to benefit from interest rates, then this effect appears on private
investment in the second year because these savings have been converted to
investment, and inflation does not have a significant effect on private investment.
As for the increase in imports, it is considered a challenge and a threat to private
investment because the foreign product is competitive. for the local product. It
was found that increasing public investment works to create a suitable climate for
private investment, and the relationship between them is complementary. The
private investor prefers a stable political and economic environment.

Key words: monetary policy - interest rates - exchange rate - private credit -
private investment.
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Mean Median Maximum Minimum Std. Dev.
AVERAGE PER CAPITA INCOME @ 30832.11 32330.45  38425.88 23317.70 4576.30
DISCOUNT RATE 11.19 10.00 18.25 9.00 2.61
EXCHANGE RATE 7.30 5.81 17.78 3.39 4.39
INFLATION 9.80 10.02 22.93 0.92 6.01
M2 1245435.00  829155.40 4110516.00 @ 221371.70 1156338.00
NET EXPORTS -218.74 -195.47 -87.41 -468.10 116.31
PRIVATE INVESTMENT 118417.90 112019.30  316400.00 20690.00 88019.04
PUBLIC INVESTMENT 342805.90 361768.70  598454.80 178132.50 115067.60
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PRIVATE INVESTMENT = B0 + B1 ( DISCOUNT RATE )+ B2 ( EXCHANGE
RATE )+ B3 ( AVERAGE PER CAPITA INCOME ) + B4 ( INFLATION )+ B5 (
NET EXPORTS)+ 6 ( PUBLIC INVESTMENT)+ 7 (DUMMY VARIABLE
ytu
1)
PRIVATE INVESTMENT =0 + Bl Qedit )+ B2 EXCHANGE RATE )+ 3
AERAGE PER CAPITA INCOME )+ B4 INFLATION )+ B5 WNET
EXPORTS)+ 6 PUBLIC INVESTMENT)+ 7 QUMMY VARIABLE )+ u

(2)
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Dependent Variable: PRIVATE_INVESTMENT
Method: ARDL
Date: 08/26/22 Time: 20:13
Sample (adjusted): 1990 2019
Included observations: 30 after adjustments
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (1 lag, automatic): DISCOUNT_RATE
EXCHANGE_RATE AVERAGE_PER_CAPITA_INCOME
INFLATION
NET_EXPORTS PUBLIC_INVESTMENT D1 D2
Fixed regressors: C
Number of models evalulated: 256
Selected Model: ARDL(1,0,1,1,0,0,0,0, 1)

Variable Coefficient Std. Error t-Statistic  Prob.*
PRIVATE_INVESTMENT(-1) 0.385315 0.130771 2.946486 0.0090
DISCOUNT_RATE 1904.526 1306.152 1.458120 0.1630
EXCHANGE_RATE -8356.026 1432.962-5.831298 0.0000

EXCHANGE_RATE(-1) 12344.31 1624.723 7.597792  0.0000
AVERAGE_PER_CAPITA IN

COME -9.389547 5.214136-1.800787  0.0895

AVERAGE_PER_CAPITA_IN 8.145599 4.103673 1.984953  0.0635
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COME(-1)
INFLATION -220.4504 419.9057-0.525000 0.6064
NET_EXPORTS -201.9357 56.72963-3.559616  0.0024
PUBLIC INVESTMENT 0.274402 0.085608 3.205321  0.0052
D1 9693.805 5227.593 1.854353 0.0811
D2 -2473.458 6425.989-0.384915 0.7051
D2(-1) -12215.47 6077.002-2.010115 0.0606
C -55996.25 62394.39-0.897456  0.3820
Mean dependent
R-squared 0.995362var 90867.08
S.D. dependent
Adjusted R-squared 0.992087var 88200.37
Akaike info
S.E. of regression 7845.702criterion 21.07200
Sum squared resid 1.05E+09 Schwarz criterion 21.67919
Hannan-Quinn
Log likelihood -303.0800ccriter. 21.26625
Durbin-Watson
F-statistic 304.0009stat 2.435467
Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model

selection.
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ARDL Error Correction Regression
Dependent Variable: D(PRIVATE_INVESTMENT)
Selected Model: ARDL(1,0,1,1,0,0,0,0, 1)
Case 2: Restricted Constant and No Trend
Date: 08/26/22 Time: 20:21
Sample: 1989 2019
Included observations: 30

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(EXCHANGE_RATE) -8356.026 900.5597 -9.278703  0.0000
D(AVERAGE_PER_CAPITA_I
NCOME) -9.389547 2.096862 -4.477904 0.0003
D(D2) -2473.458 2491.800 -0.992639 0.3348
CointEq(-1)* -0.614685 0.036177 -16.99110 0.0000
Mean dependent
R-squared 0.929330var 9752.967
S.D. dependent
Adjusted R-squared 0.921176var 22596.45
Akaike info
S.E. of regression 6344.094criterion 20.47200
Sum squared resid 1.05E+09 Schwarz criterion 20.65883
Hannan-Quinn
Log likelihood -303.0800criter. 20.53177
Durbin-Watson stat 2.435467

* p-value incompatible with t-Bounds distribution.
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Null Hypothesis: No levels

F-Bounds Test relationship
Test Statistic Value Signif. 1(0) 1(1)
F-statistic 18.87637 10% 1.85 2.85
k 8 5% 2.11 3.15
2.5% 2.33 3.42
1% 2.62 3.77
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Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 1 lag

F-statistic 1.065540 Prob. F(1,16) 0.3173
Obs*R-squared 1.873143 Prob. Chi-Square(1) 0.1711
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1.294432 Prob. F(12,17) 0.3052
Obs*R-squared 14.32370 Prob. Chi-Square(12) 0.2805
Scaled explained SS 5.782431 Prob. Chi-Square(12) 0.9266
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Series: Residuals
7 Sample 1990 2019
6 Observations 30
5 Mean -437e-11
Median -416.1489
4 Maximum 11802.21
3 Minimum -15064.72
Std. Dev. 6006.995
2 Skewness -0.245624
l l Kurtosis 3.514374
- --- - Jarque-Bera  0.632380
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Dependent Variable: PRIVATE_INVESTMENT

Method: ARDL

Date: 08/31/22 Time: 11:24

Sample (adjusted): 1991 2019

Included observations: 29 after adjustments

YYs



Y oY € Ol saall

Maximum dependent lags: 1 (Automatic selection)

Model selection method: Akaike info criterion (AIC)
Dynamic regressors (1 lag, automatic): CREDIT EXCHANGE_RATE
AVERAGE_PER_CAPITA_INCOME INFLATION NET_EXPORTS

PUBLIC_INVESTMENT D1 D2
Fixed regressors: C
Number of models evalulated: 256
Selected Model: ARDL(1,0,1,1,0,0

,0,0,1)

Note: final equation sample is larger than selection sample

f}xﬁ)bfﬁd‘ LDP..AJ“Q L"_’wa..\l‘ ;\.\.J-LA

Variable Coefficient Std. Error t-Statistic Prob.*

PRIVATE_INVESTMENT(-1) 0.434023 0.123015 3.528202 0.0028

CREDIT 0.146076 0.112827 1.294685 0.2138

EXCHANGE_RATE -12418.40 3752.627 -3.309254 0.0044

EXCHANGE_RATE(-1) 11236.15 1685.875 6.664875 0.0000
AVERAGE_PER_CAPITA_INCO

ME -14.31637 5.239065 -2.732620 0.0148
AVERAGE_PER_CAPITA_INCO

ME(-1) 8.465469 4.425779 1.912764 0.0738

INFLATION 569.3233 520.5141 1.093771 0.2902

NET_EXPORTS -0.200819 0.058913 -3.408715 0.0036

PUBLIC INVESTMENT 0.325587 0.078565 4.144171 0.0008

D1 13644.53 6900.837 1.977229 0.0655

D2 -5688.367 6216.508 -0.915042 0.3738

D2(-1) -14887.79 5958.935 -2.498399 0.0238

C 63760.65 40742.61 1.564962 0.1372

R-squared 0.995158 Mean dependent var 93590.04

Adjusted R-squared 0.991527 S.D. dependent var 88468.96

Akaike info

S.E. of regression
Sum squared resid

Log likelihood
F-statistic
Prob(F-statistic)

8143.616criterion
1.06E+09 Schwarz criterion
Hannan-Quinn

-293.6707criter.
274.0414 Durbin-Watson stat 2.300452

0.000000

21.14970
21.76263

21.34166

*Note: p-values and any subsequent tests do not account for model selection.
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ARDL Error Correction Regression
Dependent Variable: D(PRIVATE_INVESTMENT)
Selected Model: ARDL(1,0,1,1,0,0,1,0,1)
Case 2: Restricted Constant and No Trend
Date: 08/26/22 Time: 20:37
Sample: 1989 2019
Included observations: 30
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ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(EXCHANGE_RATE) -12574.74 891.9761 -14.09763 0.0000
D(AVERAGE_PER_CAPITA_IN
COME) -9.705383 1.736797 -5.588094 0.0000
D(PUBLIC_INVESTMENT) 0.143298 0.028104 5.098881 0.0001
D(D2) 261.2973 1959.774 0.133330 0.8956
CointEq(-1)* -1.291553 0.081609 -15.82607 0.0000
R-squared 0.957130 Mean dependent var 9752.967
Adjusted R-squared 0.950270 S.D. dependent var 22596.45
Akaike info
S.E. of regression 5039.034criterion 20.03883
Sum squared resid 6.35E+08 Schwarz criterion  20.27236
Hannan-Quinn
Log likelihood -295.5824criter. 20.11354
Durbin-Watson stat 2.569965

* p-value incompatible with t-Bounds distribution.
Null Hypothesis: No levels

F-Bounds Test relationship
Test Statistic Value Signif. 1(0) 1(2)
F-statistic 16.02972 10% 1.85 2.85
k 8 5% 2.11 3.15
2.5% 2.33 3.42

1% 2.62 3.77
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Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 1 lag
F-statistic 0.453446 Prob. F(1,15) 0.5109
Obs*R-squared 0.850938 Prob. Chi-Square(1) 0.3563

LVl 4l culky Breusch-Pagan-Godfrey jloal alaasal & cplall galas ubal -
vl colall Gailan ASEe domg pde e Lee %0 e ST VYT lasdU

(VY) A ds

Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1.649397 Prob. F(12,16) 0.1730
Obs*R-squared 16.03649 Prob. Chi-Square(12)  0.1896
Scaled explained SS 5.043874 Prob. Chi-Square(12)  0.9565
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Series: Residuals
8 Sample 1990 2019
7 Observations 30
6
Mean -2.25e-11
> Median 657.6221
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Std. Dev. 4678.626
2 Skewness -0.742453
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