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Abstract

As a result of the conflict between the economic policy tools used to deal
with the phenomenon of stagflation, this study seeks to determine the
optimal combination of financial and monetary economic policies and
exchange rate policy to treat the problem of stagflation in the Egyptian
economy during the period from 1975-2022 using binominal logistic
regressionas well as determining the optimal rate of inflation and the
optimal rate of unemployment to avoid the phenomenon of stagflation using
the threshold regression model. The study reached the first conclusion: The
strategy used in dealing with the phenomenon of stagflation in Egypt is to
reduce economic growth and use appropriate monetary policy tools, which
are reducing the interest rate and reducing the money supply. As for
financial policy tools, it was found that the tax revenue variable has an
insignificant effect on stagflation. As for the exchange rate policy, the
exchange rate must be reduced. Second: The optimal unemployment rate to
avoid the phenomenon of stagflation in the Egyptian economy must be less
than 11.7%. Third: The optimal inflation rate to avoid the phenomenon of
stagflation in the Egyptian economy is between less than 7.11% and a
maximum of 15.7%. The study recommends using the optimal combination
of the various economic policies that were reached in this study. It also
recommends not exceeding the specified optimal inflation rates. The optimal
unemployment rate in order to avoid the phenomenon of stagflation in

Egypt.

Key words

Fiscal policy - monetary policy - exchange rate - logistic regression -
stagflation - shock - optimization - unemployment — inflation- threshold
regression.
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Overall Percentage 81.3

a. Constant is included in the model.
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B

S.E.

Wald

df

Sig.

Exp(B)

Step 0 Constant

1.466

370
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1
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4.333
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Overall Statistics 5.691 1 017
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g ey (eduall) DLl AShe dsag G Owadll e zigalll 538 e SIS Ju a
Jadd GOl ATl =3 gaill (e Jaad) A padil) G patall pa z sl o) e Liay) Jay ASA)
Model Summary(V) Jsaa

Step -2 Log likelihood Cox & Snell R Square | Nagelkerke R Square

1 41.055° 104 168

a. Estimation terminated at iteration number 5 because parameter estimates

changed by less than .001.
ve £).0 die (=2 Log likelihood) alacy) olSa¥) Al dad lyaial Jaadls (V) Jga e
XS il paially judall juiall c ADledsay i dandll oda paledsly Aualall Ayl
Ul el e sl e aiysdy #3gail) Alas Guuat (B aale J8ial) il o) e Ju
= Allg ¢ Ve gewlS Cox & Snell R Square  Jalze dad (o)) Jsaall (pe Liayl Jaadl
P A e el o oS %) 08 o ol i) o Bl ) sl ded
Nagelkerke R Square Jalaa dad (o Jaadl Liad galai@¥l gaill sa Jdiwal)
e PV TA aw Lo pudy cola®Y) saill paie 00 o) ) s Gl Ay ) TA Ay
sl ALS ga g alil) puaiall Aad 8 il
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Classification Table®(A) Jsa

Predicted

stagflation
Observed Percentage
Uia 359 e | dlasll Aia 3509

eadall bl il

Correct

el slush Alstia yagpe | 1 8 11.1
stagflation
Step 1 il alusl) ASiia 3929 0 39 100.0
Overall Percentage 83.3

a. The cut value is .500

gl zasaill )38 Joall P o iy zasall maall Caaill muag (A) Joss
o daunall 45y 8 g Spall Aaladl dadl) o) Bl Cua lpates 3palhll ol e
i e Alle Aaus ag DAYY ali (il SLSH dgag atef il ALK gl
sl in pay i) il o Bads Loy i) piially A A 55l 235l o
S3apr aall sy %1 Y, dansts 8Ll 3gm pond promall Casialy 6 38 (5oL
YDAVY e capuaill 8 cpuad ) o) Jowa) il JWa) o) ) %) v A sallall

%AY,Y J
Variables in the Equation(4)J s
) S.E Wald df Si
.E. a 1g. all
Byl o
Exp(B)
gdpg|  -.344- 159 4.679 1 .031 709
Step 1°
Constant 3.500 1.081 10.485 1 001  33.120

a. Variable(s) entered on step 1: gdpg.

Fanilly i) laniy) Alilae TS (S a7 3pail lalaa il (3) Jata (e s
b LSz 35aill 13g)

6 Lai®y) galllx (¥ E—¥. 0= ( adudill slusl) are | edudil) slusl) ) gt

Giad ade Adldial wjiw goba@y) el A %) oy (aleds) o) Asleall sda i
Jia) Aed i Cun%Y,) Ay o) (YA laie LEiad o edcal) L) salk
g Ve Boua lll dad Cualig %0 dgiea goiue 2ie Wileas!) Jlasag €,17 < Wald
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Classification Table®®( +)J saa
Predicted
stagflation
Observed — — Percentage
Uhde 2 pae | RS R Correct

i) LS| el LS

asmill Sl Al 35m 02 | 0 9 .0
stagflation
Step 0 ol Sl A 35ms 0 39 100.0
Overall Percentage 81.3

a. Constant is included in the model.
pie s edmill ALl Ao dga gl Ll ranall Capail dps Glal) (V1) Jdn sy
Cun bpuiall Cihrid) e sging ¥ M) zisall b ey edmill sl ASEs d5ag
ULl 25y 2o g Dlaalia 95 edmillalusl salh ~a g aalie V4 ) ~al
Ghpaiall JAal 8 dede (e spallall a5l e 3yl el ¥ gl of ey lag
el 5atl) 13a (6 %) v e Ay G 5alall o) zaseil L 13 4l Liny mamgys 6pudall

ToVAY Ay masia (S Biallall Giat ane mgaill adgi 13lg Y%A, Y Al musaa

Variables in the Equation(\ V)Jsaa

B S.E. Wald df Sig. Exp(B)

Step 0  Constant 1.466 .370 15.723 1 .000 4.333

selais 10,V as Wald [lid) ads ), 67 ali s il aall dad (V1Y) Jata gy
Jasl U il uially sl o zipall 58 Lo Jy Lea Wiliaa) dsine L Jsaall e
ey sall Jiiasall il
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Variables not in the Equation( ¥)Jsaa

Score df Sig.
Variables  exrate 3.426 1 .064
Step 0
Overall Statistics 3.426 1 .064

%)+ Asina ssiue die Wilaa) o obaidy) Gopall jrpusic o) Jaadl (V) Jga (e
| edoail) SLsll) ey e guiill e )M (e sy Cagu zigalll & aAdlAa) o) ey 13a
(edoail) DLl dgag a2

Omnibus Tests of Model Coefficients()¥)Jsaa

Chi—-square df Sig.

Step 5.154 1 .023

Step 1 Block 5.154 1 .023
Model 5.154 1 .023

Ao o il (e ey lilall 3 gel) Aillas 525n (s2e LA) A mamgy (VF) st
O S lae aaly A clayy die Wlas) 4ygiae a5 0,)  Chi-square auj S
ALl Al sy G madl) Je zdgaill 508 e XS Ju ey llall Gilas x 3 gail)
Oe el Al Chyiall ae zasaill ) Ao L) Jays ASE) dag 3oy et

Lash Cylall aadly 3 gadl
Model Summary () ¢)Jsas

Step -2 Log likelihood Cox & Snell R Square | Nagelkerke R Square
1 41.173° .102 .164

xe €),) xie -2 Log likelihood alac¥l GlSel) dlls dad lyaial Jasdl (V€) Jgan e
QS il jarially udall uiall (Ao dsay Say Al oda (mlesily 1Y) Al )
AUl puidlly el o aiyddy o3 pail) dilae Gpeat B aable Jiiad) jeid) of Je Ju
dad o) i Al ¢ Y eYenlK Cox & Snell R Jalze 4w o)) Jsaall (e Liay) Jaadl
Joall jeiall A8 a el O (S %) 0, Y a2l i) e Dlad Al eyl
et Al ag O TE ag Nagelkerke R Jalae 4 (e Jaadl L)) Gapall s 54

v



Slaasind! 7 Y 22k sl 1) Ayl

. e o g 1Y (o 0D plukiisly it S (el
300! i /3. K ? !
3! el (o2l 39y /3. Aliall il el IS

them\w\w‘ﬁﬁxﬂ\w%\w,iwuwuﬁ\ﬂ)ﬁ)ﬁuu‘é\

Gni.zﬁd\ K\IWEN|
Classification Table®(\¢)J s
Predicted
stagflation
Observed Percentage
Usia 3529 ae [ Al 3529
Correct
il b)) | il sl
sl ASEa gy ae
stagflatio L 1o 9 .0
Step n UAA-AAJ\
1 roadl) alusl) e 355 | 0 39 100.0
Overall Percentage 81.3

a. The cut value is .500

@;.45\ CJ}A—\S\ )38 Jsaall PR C“-“"".J CJ}A.M C_\a..aﬂ | o (\ 9) Jeia

Slo damall a8 s dgaill Aalall dall ) Baadl G lgaae s $alll caiall) e

Allia z3saill () Fny Lae AT &5 ((adiail) SLuSll dgag pe| cadoail) slusll) o somll

o B Cipeall jea Un gag Jitddl paial) o Baadl Uiy il psially 3y 500 5,08
%\ ~4_mu.\'é)AU=l\ deagl c_);..al\ Cauailly

Variables in the Equation() 1)

Aad
] . LB S.E. Wald df Sig. = ANEXp(
—h
3 B)
exrate 278 .163 2.913 1 .088 1.320
Step 1°
Constant | .495 .566 .766 1 .382 1.641

Aol Jalll laai¥) Aabes A0S S0 a3 gaill Cilalea 30 (V) Jgaa e B3l
P XYVA+ L ER0= (L adudall) dlusl) ade [ paduiall) alusl) ) pida L LS 23 gail) 13g]

i pal)
ALl yals - (Gaat Adlaia) wie Capall jrw (8 %) o) gl o) Aaladll ol i
o Wald Lia) dad il Cun%TY Ly 4 (FY4 e Liad e o edal
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329 ¢ YYA Buadll 48 Chaaliyg %Y v dagima (g5t e W 3 ¥.9)
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(= zenil) )= pom il Al Sl I bl PUA (e Aylaal LG dyshe G
Y e X
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Classification Table®(1V)Jsa

Predicted

stagflation
Observed Percentage
Aia 3429 ass | alust) AdCia a5y

i) sl sl

Correct

adail) sl ASia agag a2 | 0 8 .0
stagflation B
Step 0 i) alasl) AUiia 3529 0 39 100.0
Overall Percentage 83.0

a. Constant is included in the model.
pie s ezl 2LS) A dgasd Apuilly monal) Chiaill A 3Ll (VV) Jsds s
Cun spuiall Cihrid) e sging ¥ M) zisall b oelldy el sl ASEs d5ag
Uil agag pde gt Glaalie Ay eduamilblsll salh miag 3aalie ¥4 (o) ol
oy b 5l 138 (3 %) v Ay Gintspalal) o)zl L 1) 4 Ly e g

%)V sy grima (5Ss 5yallal) (38a3 ade z3sail wisi 135 %AT dausiy

Variables in the Equation(\ A)Jsaa

B S.E. Wald df sig. Exp(B)

Step 0 Constant |1.584 .388 16.658 1 .000 4.875

ek VLT as Wald jlaa) dady V,0A ali Sua i) aall Aad (VA) Jsd
il Jo mdgaill 58 o Jy b %) dygias (ggiue N Lilaa) dysine L) Jsaall (e
3N jrwg (a8l g pall g Al lustial) JAa) J8 U il
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PRI [N NEC DIPS PRIRRTS I TRPPPR W o5 |

Adiall ity et S

Variables not in the Equation()4)J g

Score df Sig.
interst 3.153 1 .076
Variables
Step 0 brdmgdp 10.742 1 .001
Overall Statistics 20.567 2 .000

O i 13y Lilanl ally (520l ing peally 550 s Clpta o) B (19) dgas oo
dsag ade [ ezl ALAll) utia epill o a5)d e sy Gigw zisalll A LJWY

(sadoail) aLusl)
Omnibus Tests of Model Coefficients(¥ ) Jsaa
Chi-square df Sig.
Step 25.186 2 .000
Step 1 Block 25.186 2 .000
Model 25.186 2 .000

el ) bl (e peaiyg UL 2 3pal) Ailae Baga (sde L) Anfi g (Y4) Jsta

sl o) P lae ¥ da Glags die Lilas) dygiea a5 Y0,) Chi-square auji S
sedoaill ALl AlCEa agag G Duadll Je z3gaill 308 e X Jo ey Glikall ilas
2l zdgaill (o Juadl A pandil) pustiall pe zmdgalll () o biad) Jug AN 292 a2e

Model Summary(¥1) Jsaa

Step -2 Log likelihood Cox & Snell R Square

Nagelkerke R Square

1 17.699° 415

.693

a. Estimation terminated at iteration number 7 because parameter estimates

changed by less than .001.

e VY, xe -2 Log likelihood alacy) (lSeY) Alla Aad )il Jaadl (YY) Jgaa (e
G ) paially 8 puadal) Clyaatiall G Ao dsay (ag Al oda paladily Aalul) Ayl
il esumll e aiydy 2 3gail) Ailas a4 Gl Adid) @beidl o) Je Ju
O i Allg ¢ §reculs Cox & Snell R Jalas 4 () Jsaall (e Liay) Jaadli5 a0l
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Classification Table®(YY) Jga

Predicted
stagflation
Observed Percentage
Usia agay s | Aia 3529
Correct
il )] [ aadl) sl
sl Aia 3529 ae
e 2 75.0
stagflation  -eduail)
Step 1 .
el ) e agag | 1 38 97.4
Overall Percentage 93.6

a. The cut value is .500

gl Zasalll 8538 Joaall DA (o s 7 3saill sl Copuaill masy (YY) Jota
Slo damall 4y 8 s dgaill dalall Al ) Jaadl i lgaae s palall Canail) e
Alliay = 3gaill G ay lae %Y, 1l ((cadozaill Sl aga g pae] caduzil) LSl gall
mal) ol uald o Alidl) il o) Badls Lady il usially A dygas 5,8
& ) o) @il JBa) o ) %Vo daiy basag panas %AV, Eaui sallall dap
%AaY,7 N WAY (e Cauaill & sl

Variables in the Equation(Y¥) Jsaa

B S.E. Wald df Sig. Exp(B)
interst -.468- 174 7.212 1 .007 .626

Step 1 brdmgdp |.260 .089 8.590 1 .003 1.296
Constant |-16.031-(5.934 7.299 1 .007 000

a. Variable(s) entered on step 1: interst, brdmgdp.
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ol sl o B 3.1 Adiall ity (pguonll IS

Ay Siualll jlaasy) Alalee US Sy Cus z 3 gail) Cilalaa 80 (YY) Jgaa e oDl
XYTeHN T, W= (padall) dlusl) ade [ adail) alesl) ) pitda L LS #dgaill 13¢]
Bl s X oL ENA— ARL (g mall

Gl mU e Aggie A€ a8l Gagaall (A %) o) il ) Aslaall ol yandly
S e YT i lediat aae o adcail) oLl sl (38a0 Adlda) yh el
%) Lgma gsiwe 2ie Wilaal Jlasas Ao o Wald Hlidl) 4ad ¢yad ¢ua%Y 4,7 duny
1Y 4T il il At A il cram 5 Al Lelisad angy Y10 Bl dad cialyy
Aall 400 Aabaall A e 45l5all LB Ay5ie Ao ) aa il A Jagats o3 a8l alal) aa
VeooxX (V= o) Aand)= aa ill Ay gial)

el =l e Aygie A€ B jan B %) oy La@liadl o Ly Aabeddl ma g
S B FVE ey leEian o edail) LSl palls 38a0 are Adlda) yjes eVl
%) Lgma o e Wilaa) Jlasays V,¥ @ Wald jlod) a8 ¢oyad Cus %YV, § duay
il il A Aad il g Al Leliad s c£TA- Blusslll ed caly
LAY

sl Al o AW Aubd) il ekl bl el gisd) @iV Y
seziliClassification Table™®(Y ¢)J

Predicted
stagflation
Observed Percentage
Ui 399 axe | Aiia 2929
Correct
eiatl) laal) [ pandail) bl
sl AUCia dgag ate
o 9 0
stagflatio el
Step 0 n Al AChe  agag
0 38 100.0
sl
Overall Percentage 80.9

a. Constant is included in the model.

b. The cut value is .500
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pac g (oadoail) ALKl G dgasl Al osal) Caiiaill A Gulull (Y£) Jgd s
Cun Bpedall Glpaiall o gsing Y o) zisaill 4 ey edanll LSl ASEG agag
ALl agag ade g Glaalie 45 edaamilblsl) sl g 3aalie YA o) ol
Ty ale 5l 138 18 %) ¢ Ay BT spalall o) zdgall Lo 1 ) Liay g

%) 9,) Ay pusaa 58 Sallll (Bt aae #lgall 4l g %A, A
Variables in the Equation(Y¢) Jsa

B SE. |wad |df Sig. Exp(B)
Step 0 Constant | 1.440 371 15.096 |1 .000 4.222

ebys V0,09 4y Wald jlodl dady ), 68 Als Cua Culll) aall Aad (Y0) Jgda s
el e magell )8 e Uy Lea %) Aysine (s5ise e Lilaal Lgima g3 Jpoall (e

Lyl L) a g i) i) Jaa) 8 il el
Variables not in the Equation(Y1) Jga

Score df Sig.
Variables taxrvgdp 1.213 1 271

Step 0
Overall Statistics 1.213 1 271

aldal o) e 13y Wilas) Jlb je dayyall @lalypV) chuie o) Jaadl (Y1) Jgda o
ALl agag pae | edozil) SLSll) ey gl e a8yl e sy YV Cagu mgadll A

(consoatl
Omnibus Tests of Model Coefficients(YV) Jgaa
Chi-square df Sig.
Step 1.123 1 .289
Step 1 Block 1.123 1 .289
Model 1.123 1 .289

dad ) il (e peaiyy llall 3 gaill Alas 339a (g2 LA Aailh miagy (YY) Jgd
O G e ) da Alagy die Wilas) dggime e a9 ),)Y Chi-square awyp IS
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add cull) aall GS}A:J\ e Juadl)
Model Summary(YA) Jgi

Step -2 Log likelihood Cox & Snell R Square |Nagelkerke R Square
1 44.784° .024 .038

a. Estimation terminated at iteration number 4 because parameter estimates

changed by less than .001.
ve €¢,V xie -2 Log likelihood alac¥l GlSeY) Alls dad hsin) Jaadls (YA) Jgaa e
eially Bpuiall Ciiall (pp ADhedgas pie dsms ix damdll 030 plibly Angl) Alssal
Slo iy migall Alas ppead (A aalud o) Al Shaidl o) e Jo @l 40l
.+ Yils Cox & Snell R Jalas dad o)) Jgall (e Liay) JaaBlig il juaially ¢ gaiil
Im e e )OS %YeE (b ) il e Bl Al sl Bad o) s Al
Nagelkerke Rdalesa 4ad (po Lasdl Loy lan A 4o ay  Alfiadl &l i)
b (a0 %V A it Le ey Tyl LY Dt o el Gl ag L FA A
haa A o Ay el Sl gag ) il e

Classification Table®(¥4)J g

Predicted
stagflation
Observed Percentage
Ui 32y e | Slusl) UEa 3539
Correct
radall) alul) i)
asl) A& agay el
1o 9 0
stagflation il
Step 1 .
i) alusl) AlSia a5a 0 38 100.0
Overall Percentage 80.9
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Variables in the Equation(¥.) Jga

B S.E. Wald df Sig. Exp(B)
Step 1* taxrvgdp | -.108- |[.100 1.164 1 .281 .898
Constant | 3.261 1.764 3.417 1 .065 26.073

a. Variable(s) entered on step 1: taxrvgdp.
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Threshold Regression aladiul zigaill a8 cfghd v—y Y

Db Akl agag Ao 8 Basgl) jda SLad) sy -y Y
Al oLy ddas Jd HUall asla) Als 8 LK) 3l e oginy 3 ) o
(1) Gal) 32l Sl ddai 2y Slaill il Alla g (0) Ladl

(ADF) alasioly L) Ak agag a3 Sangll s LS| il
Jb) Adads agag Ala 2 daagl jda gl (Y’\) Joda
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() Ak oA ( ) sl
i) & t-stat Prob | L.yl gs t-stat Prob .
sy
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Sequential F-statistic determined thresholds: 1
Scaled Critical

Threshold Test F-statistic F-statistic Value**
Ovs.1* 58.07395 58.07395 8.58
1vs.2 9.313428 9.313428 10.13

* Significant at the 0.05 level.
** Bai-Perron (Econometric Journal, 2003) critical values.
Threshold values:
Sequential Repartition

1 11.799999 11.799999
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Variable Coefficient Std. Error t—Statistic Prob.

UNEM < 11.799999 —— 35 obs

INF  -0.076112 0.038757 -1.963818 0.0571

11.799999 <= UNEM —- 9 obs

INF 0.188766 0.042808 4.409626 0.0001

Non-Threshold Variables

GDPG  -0.316606 0.095502 -3.315178 0.0021

INTERST  -0.044507 0.043999 -1.011554 0.3183

EXRATE 0.157254 0.050909 3.088925 0.0038

BRDM_GDP 0.121697 0.011617 10.47568 0.0000

TAXRV_GDP 0.042040 0.056012 0.750556 0.4577

R-squared 0.845414 Mean dependent var  9.237500

Adjusted R-squared 0.820346 S.D. dependent var  2.877691

S.E. of regression 1.219728 Akaike info criterion  3.380043

Sum squared resid 55.04624 Schwarz criterion  3.663891

Log likelihood  -67.36094 Hannan—Quinn criter.  3.485307
Durbin-Watson stat 1.461864
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Unem = (UNEM < 11.79)x(-0.076INF) + (11.79 <= UNEM)x(0.188INF)
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Sequential F-statistic determined thresholds: 4
Scaled Critical

Threshold Test F—statistic F—statistic Value**
Ovs. 1 * 105.3400 105.3400 8.58
1vs.2* 42.09117 42.09117 10.13

2vs. 3 * 14.01145 14.01145 11.14
3vs.4* 16.29791 16.29791 11.83

4vs. 5 3.211097 3.211097 12.25
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* Significant at the 0.05 level.

** Baj—Perron (Econometric Journal, 2003) critical values.

Threshold values:

Sequential Repartition
15.741999 7.1119999
9.4699999 9.4699999
19.693999 15.741999
7.1119999 19.693999
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Variable  Coefficient Std. Error t—Statistic Prob.

INF < 7.1119999 —- 8 obs

UNEM  -0.957506 0.140959  -6.792815 0.0000

7.1119999 <= INF < 9.4699999 —- 6 obs

UNEM  -0.625947 0.127795  -4.898040 0.0000

9.4699999 <= INF < 15.741999 —- 18 obs

UNEM  -0.247350 0.118423  -2.088708 0.0443
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15.741999 <= INF < 19.693999 —- 6 obs

UNEM  0.334003 0.139841 2.388444 0.0226

19.693999 <= INF —— 6 obs

UNEM  0.746677 0.122968 6.072144 0.0000

Non-Threshold Variables

GDPG  0.144842 0.118792 1.219284 0.2311
INTERST -0.186500 0.048698  -3.829693 0.0005
EXRATE  (.233464 0.060955 3.830123 0.0005
BRDM_GDP  (.110511 0.021324 5.182403 0.0000
TAXRV_GDP  0.223794 0.065030 3.441392 0.0016

R-squared  0.960050 Mean dependent var 11.89089

Adjusted R-squared  (0.949475 S.D. dependent var  6.098643
S.E. of regression  1.370844 Akaike info criterion 3.665446
Sum squared resid  63.89324 Schwarz criterion  4.070944
Log likelihood -70.63982 Hannan—-Quinn criter. 3.815825

Durbin-Watson stat  2.090721
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INF = INF < 7.1119999 x(-0.95unem) + (7.1119999 <= INF <
9.4699999) x(-0.62unem ) + (9.4699999 <= INF < 15.741999) x(-
0.24unem) ) + (15.741999 <= INF < 19.693999) x(+0.33unem)
(19.693999 <= INF) x(+.74unem) +0.14Gdpg—- 0.18Interst+

0.23Exrate + 0.11Brdm_Gdp+ (.22Taxrv_Gdp
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