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Abstract:

The ultimate measure of the extent of any country's economic progress is its ability to
achieve a real and sustainable economic growth, which requires concertad cconomic efforts to
choose the policies most capable of achieving the best possible level of economic growth in
light of the available possibilities. The exchange rate management is one of the important
tools and the critical aspects that should be considered when choosing these policies, as the
objectives of the exchanyge rate policy must be consistent with the objectives of the economic
policy, and in a way that serves the internal and external interests of the country and
contributes to reducing the deficit in the balance of payments, supporting growth and
achieving many of other economic goals.

This paper aims to study the impact of the different regimes of the Egyptian pound
exchange rate on the economic growth in Egypt during the time period from 1971 to 2019,
and based on the official classifications announced for the exchange rate regimes of the
International Monetary Fund. In order to determine which of the different exchange rate
regimes that were adopted during the study period was the most conducive to economic
growth in Egypt.

Key Words: Exchange rate regime, Economic growth, balance of Trade, Foreign direct
investment, Inflation, A.ARDL Model.
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Dependent Variable: GDP

Method: ARDL

Date: 10/16/21 Time: 02:17

Sample (adjusted): 1974 2019

Included observations: 48 after adjustments
Maximum dependent lags: 3 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynarmic regressors (3 lags, autormatic): RER OFPEN FDI INF GOV
Fixed regressors: ERG C

Number of models evaluated: 3072

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

Variable Coefficient Std. Error t-Statistic Prob.*
GDP(-1) Q140472 0.123034 1.141729 0.2629
RER ~Q.67765633 0262763 -2.197922 0.0381
OPEN -0.021917 0.046018 0. 476257 0.6375
OPEN(-1) 0178682 0.040422 4.420472 0.0001
FDI -0.4844732 0.176373 -2.746869 0.0102
FDI{-1) 0.444385 0.237718 1.86941%6 0.0717
FDK-2) 0.003032 0.259850 0.011687 0.9908
FDI(-3) -0.670387 0.197419 -3.385812 0.0020
INF 0.032818 0.055368 0.592672 0.5580
INF{-1) 0.038B873 0.057384 0.677424 0.5035
INF(-2) 0.072536 0.055225 1.313463 0.1993
INF(-3) -0, 279643 0.065764 -4 262192 0.0002
GOV -1.161366 0.357191 -3.223393 ° 0.0031
GOWV(-1) 1.807106 0.476925 3.788076 Q.0007
GOV(-2) 0. 720863 0.320722 -2.24T620 0.0324
ERG -0.196788 0.624587 -0.315079 0.7550
< 3.865561 2.4876560 1.807077 0.1189
R-squared 0.2808695 Mean dependent var 5.3376684
Adjusted R-squared 0.703447 5.D. dependent var 2.5068214
S.E. of regression 1.385492 Akaike info criterion 3.738691
Sum squared resid 54.07247F Schwarz criterion 4. 414494
Log likelihood -68.98980 Hannan-Qiuinn criter. 3.991851
F-statistic T 661879 Durbin-Watson stat 2223773

Prob{F-statistic) 0.000001

"Note: p-values and any subsequent tests do not account for model
selection,
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! GDP = C(I)*GDP(-1) + C(2)*RER + C(3)*OPEN + C(4)*OPEN(-1) + C(S)*FDI + C{6)*FDI(-1) +
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F-Bounds Test tull Hypothesis: No levels relationship
dl Test Statistic Value Signif. o) 1)
il Asymptotic: n=1000
i F-statistic 11.32608 10% 228 335
: K 5 5% 262 379
¥ 2.5% 2.96 418
i 1% 3.41 4.68
' Actual Sample Size a6 Finite Sample: n=50
I 10% 2.435 36
i 5% 29 4218
3 1% 3.955 5.583
i
g Finite Sample: n=45
i 10% 2.458 3.647
| 5% 2.922 4.268
i 1% 4.03 5598
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t-Bounds Test Null Hypothesis: No levels relationship
E Tast Statistic Value Signif. O} 1)
L t-statistic -5.988078 10% ~257 -3.88
i . 5% -2.86 -4.19 |
i 2 5% -3.13 -4.48
| ' 156 - 343 -4.79
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. Levels Equation
Case 3: Unrestricted Constant and No Trend

Variable Coefliclent Std. Error t-Statistic Frob.
RER -0.671919 0.318455 -2. 123267 0.0424

OPEN 0.182387 0.051158 3.585152 0.0613
FDI -0.823081 0.212081 -~2.637328 0.0133
INF -0.157551 0.07T7857 -2.020992 0.0526
GOV -0.078766 0.145664 -0.520141 0.68069

EC = GDF - (-0.6719*RER + 0.4 B24*0OPEN -0.8231*FDI -0.1576*INF -0.0758
*GOv)

e e,

— s, |
EViews-12 reasfl eal.i_»“ e i e e Y4, Bl Alae) CJAM

(A sy dss»
Bkl eall) o} Aslna ;
ARDL Error Correction Regression ’
Dependent Variable: D(GDP)
Selected Model: ARDL(1, 0, 4, 3, 3, 2)
Case 3: Unrestricted Constant and No Trend
Date: 10/168/21  Time: 02:50
Sample: 1871 2019
Included observations: 46
ECM Regression
Case 3: Unrestricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
(= 3.065561 0.498438 7.955073 0.0000
D(OPEN) ~-0.021917 0.032057 -G.68388 4% 0.4006
D(FDI) -0.484473 0.138448 -3.680597 0.0013
D(FDN-1)) 0.667385 0.138625 4.814187 0.0000
D(FDI(-2)) 0.670307 0.160886 4.166902 0.0003
DONF) 0.0328156 0.045673 0.718479 D.4782
D(NF(-1)) 0.207108 0.050574 4.095100 0.0003
DONEF(-2)) 0.279643 0.047281 5.018975 0.0000
GO -1.151368 0.287145 ~4.008702 0.0004
D(GQOV({-1)) 0. 7208683 0.265141 2.718787 0.0109
-0.196788 0.465523 -0.422724 0.6756
CointEq(-1y -0.859528 0.096208 -8.925981+ 0.0000
R-squared 0.817701 Mean dependent var 0.044584
Adjusted R-squared 0.7668842 S.D. dependent var 2.568014
S.E. of regression 1.261007 Akalke info criterion 3.521300
Sum squared resid 54.07247 Schwarz criterion 3.898337
Log likelihood -68.88990 Hannan-Quinn criter, 2. 700001
F-statistic . 13.87266 Duwbin-Watson stst 2.223773
Prob(F -statistic) 0.000000
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Sllapadt Alseall it Wald Test Aad! g
VYWakl Test:
Eqguation: Unititled
Test Statistic Walue - df Probabyility
F.statistic 7.0873aARs ) 000
Chi-square &3 78621 ®. s 820003
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= Sam, C. Y., McNown, R, & Goh, 8. K., Ibid, P18.
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Heteroskedasticity Test Breusm-Pagan-Godfrsy
Null hypothesis: Homos kedasticity

F-statistic 0.549967 Prob. F(16,29) 0.8951
Obs*R-squared 10.70851 Prob. Chi-Sguare(16) o827
Scated explained 88 3.155834 Prob. Ch I-Sguare{16) 0.999a
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Heterogkedasticity Test: ARCH

0.101639 Frob. F(1,43) 0.7514
4.106116 Prob. Chi-Square(1) 0.7448

F-statistic
Obs*R-squared

EViews-12 laa] oo pll s i 8 Loy Talil 3] 0 padd

Normality Distribution (s asdall a3, v/v/v/¢

AN alasiad oKy o o Normally Distributed taple b} 51 &5 il 81 ) 2l 13) Laa ST

Jiie dgle T35 0% Bl ol Lo i wlly pasell Tpio il paad oy s Jarque-Bera J 4ilaai
i G Aual o2l e haai) e i e ey g Lol Tng 5 6 &Y (Ml ol s sits )y Al Ao il
i i S B 0 By s s Ly a2 Jarque-Bera I P-Value Agas¥) Giayl
&35 8 Al of sl Apasall e 0 i g ¥ Ay ¢ D 2y gl 5 s 5m Sl g 4702150
o LS (8) (1 UK A G dagin i (g o o pue

' Autoregressive Conditional Heteroskedasticity

' -Yoyr o

Hédmylﬂlﬁﬁwlﬁﬁxnuyﬂmbju

(%) Fu dss
Breusch-Godfrey Serial Correlation LM Test oBlalt O A LS Y Ak il

Breusch-Godfrey Seriat Corretation LM Test:
Null hypothesis: No serial coirelation at up to 2 lags

F-statistic

) 1441733  Prob. F(2,27) 0.2542
Gbs*R-squared

4.438556 Prob, Chi-8quare(2) 0.1087

EViews-12  Jlaa YT 22l CE 5 e TRET Sl g aanl
el O A TS N1 3 gy oo ksl Ll poll 138 03ty y Correlogram -+ (pawal) Al pojlh
g by 8 VY Gl Al b de 4 chatidl s &l Lyl g gy el (e a3 L I TLIVY
O il Sy g g Ji STy AC 3l LY gy il (B gy AaliB Al Lo Correlogram
of S Las 22 B s Al adl 0 D W CBalna g iy LS ol i 280 el 3 58 2 il
oy bl oo 5 0 23 583 Lo Q-Sitistic % pina e ey Ll e (2 ey g il plles

el LS (Vo) o el USA (e g 5 (Smg L gy ¢ i oo Ot I3l ) 390 g pang uini

(Y )hsdsn

oA Sy S0 Bl Correlogram pu,

Date: 10/16/21 Tirne: 03:56
Sarnple {(adjusted); 1974 2019
Q-statistic probabilities adjusted for 1 dynamic regressor

Autocorrelation Partial Correlation AC PAGC Q-Stat Prob*

1 -0.128 -0.128 0.B076 0.369
2 -0.168 -0.187 22173 0.330
3 -0.015 -0.068 22284 0.526
4 0077 0.034 26375 0.638
5 0177 -0.184 4.2317 0517
6 -0.019 -0.0681 42522 0.G43
7 -0.052.-0.136 4.4027 0.732
8 0.138 0.079 54703 0.706
9 -0.148 -0.156 &.7750 0.661
10 0.029 0014 68279 0742
11 -0.066 -0.137 7.0823 0.792
12 0.008 -0.085 7.0845 0.851
3

13 -0.048 -0.076 7.23682 0.850
14 0.034 -0.077 7.3144 0022
15 -0.123 -0.178 8.3899 0.907
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16 0.050 -0.111 85767 0.930
17 -0.093 -0.214 92282 0933

*Probabilities may not be valid for this edquation specification.
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Ramsey RESET Test

Equation: UNTITLED

Omitted Variables: Squares of fitted values

Specification: GDP GDP(-1) RER OPEN OPEN(-1) FDI FDI(-1) FDI(-2) FDI(
=3} INF INF(-1) INF(-2) INF{-3) GOV GOV(-1) GOV(-2) ERG C

Value of Probability
t-statistic 0.928563 28 0.3811
F-statistic 0.862230 (1, 28) 0.3611

Likelihood ratio 1.395148 1 0.2375
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Forecast: GDPF

Actual: GDP

Forecsst sample: 1971 2019

Adjusted sample: 1974 2019

Included observations: 46

Root Mean Squared Error 1.071356

Mean Absolute Error 0.882380

Mean Abs. Percent Ecror  21.25302

Thell Inequality Coef. 0.091862
Blas Proportion 0.000004
Variance Proportion 0.064738
Covariance Proportion 0,935258

-4
2010 201 Thell U2 Coefident 0.322202
1975 1980 1985 1990 1995 2000 2005 2015 o) gt

romses GDPF weme & 2 8.E.
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Series: Residuals
Sample 1974 2019

Observations 46

Mean 1.94e-15
Median -0.065795
Maximum 2.854577,
Minimum -1.939668
Std. Dev. 1.096180)
Skewness 0.249541

Kurtosis 2.482978)

. Jarque-Bera 0.98975
1 0 1 2 3 Probability 0.609643
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