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The impact of exchange rate liberalization on the balance of
payments in Egypt during the period from 2010 to 2023.
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Abstract

In 2015/2016, the Egyptian economy was exposed to many economic crises
that are closely related to the foreign exchange market crisis. As a result, the
Egyptian government signed an agreement with the International Monetary
Fund, which included a set of structural reforms, the most important of which
was the liberalization of the Egyptian pound exchange rate on November 3,
2016. Despite the liberalization of the exchange rate and the devaluation of the
Egyptian pound starting in 2016, there is a large deficit in the balance of

payments. Therefore, this study aims to analyze the impact of the exchange rate
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liberalization policy on the balance of payments in Egypt during the period
from 2010 to 2023. The study will use the time series analysis methodology to
estimate the relationship using the ARDL model, which allows estimating
short- and long-term dynamic relationships. The study found that there is no
relationship between the exchange rate and the balance of payments in both the
short and long term, as the study proved that despite the successive reductions
in the value of the Egyptian pound, they had no impact on the balance of
payments. A study also found that the surplus achieved on Egyptian television
over the past years was partly due primarily to the surplus achieved in the
balance of services, the balance of transfers, and the balance of financial and

capital transactions.

Keywords: exchange rate, interest rate, gross domestic product, balance of

payments.
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Correlation
Probability LNBOP LEXCR _ LNINTRER LNCURR LNINF LFDI LNGDP LNIMP LNEXP
LNBOP 1.000000
LEXCR -0.666315 1.000000
0.0005 —
LNINTRER 0.079577 0.198728 1.000000
0.7182 03633 -
LNCURR 0.858873  -0.401282 0.122440 1.000000
0.0000 0.0577 05778 -
LNINF -0.414429 0.474369 0.197505  -0.307112 1.000000
0.0493 0.0222 0.3664 01540 -
LFDI -0.082213 0.170700 0.190877 0.082004 0.013157 1.000000
0.7092 0.4361 0.3830 0.7099 0.9525 -
LNGDP -0.937642 0727756 -0.253968  -0.778541 0.475224 0.005558 1.000000
0.0000 0.0001 0.2423 0.0000 0.0219 09799 -
LNIMP 0484189  -0.308623 0.256537 0.427854 0.356962 0.064899  -0.477311 1.000000
0.0192 0.1519 0.2374 0.0417 0.0945 0.7686 0.0213 ===
LNEXP 0.747892  -0.522000 0.100604 0.626535 0.062035  -0.067547  -0.684109 0.909481 1.000000
0.0000 0.0106 0.6479 0.0014 0.7786 0.7594 0.0003 00000 -

aYaYo b allgdadl - (14) amdi - (V)) alaal
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Ll 3 Juadbadd) 4y ) i JLd) gilis (F-¢)

e O poas M Jsaall s ADF- test Juial aladiuly dyie 3l Jusdladl 4y ) i) sl L
Y1 Al die ¢ ) Lal (g siwall die b jiiae e <l paial)

Zisalll il el Ban gl i JLEA) (Y) ) Jsn

Variables ADF-test

level Difference
Inbop -0.502890 -5.5696***
Inexcrate -0.249210 -3.1398**
Ininterest 0.083729 -4,7100***
Incurrent -1.453126 -4.0776***
Ininf -2.413730 -4 4710%**
Infdi -0.724862 -7.6752***
Ingdp 0.082103 *%.2.0847

Inimp -1.563688 | -¥,Yavi**
Inexp -1.270405 *%.3.421

pcall O i (FFF) 5 (F%) 5 (%) (il € Jiad Lt ot ) olad¥) £ Jiai iibaadle @

sl aae ek da el adil)l L g2 Q80 ¢ il e 7Y e 70 S 7V0 die i
At dgaad) L8 (£-¢)

61\.&;‘}]\ ‘é.‘;d\ Gﬁ\.ﬂ\ Jacle e el o) e dva o il dadiae Gl il

Zagadl) il piial Al LR (€) ad) J g

Null Hypothesis:  Obs F- Prob.
Statistic

LEXCR does not Granger 21 0.92820 0.4155
Cause LNBOP

LNBOP does not Granger Cause ~ 2.12373 0.1521

LEXCR

LNINTRER does not 21 0.39222 0.6819
Granger Cause LNBOP

LNBOP does not Granger Cause  0.77906 0.4755

aYoYe sl il e alia (V4) 2l o (V)) Alaal) 5 _yalaall 4y jladl) cibud jalf dlaa
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LNINTRER
LNCURR does not Granger 21 1.23893 0.3160
Cause LNBOP
LNBOP does not Granger Cause 12.3006 0.0006
LNCURR
LNINF does not Granger 21 1.63236 0.2264
Cause LNBOP
LNBOP does not Granger Cause ~ 4.06477 0.0374
LNINF
LFDI does not Granger 21 1.39457 0.2765
Cause LNBOP
LNBOP does not Granger Cause  0.14894 0.8628
LFDI
LNGDP does not Granger 21 7.32921 0.0055
Cause LNBOP
LNBOP does not Granger Cause ~ 0.44326 0.6496
LNGDP
LNIMP does not Granger 21 1.04892 0.3732
Cause LNBOP
LNBOP does not Granger Cause ~ 3.91881 0.0412
LNIMP
LNEXP does not Granger 21 1.30845 0.2976
Cause LNBOP
LNBOP does not Granger Cause 6.48924 0.0086
LNEXP

ARl a3 oy g JalSE 2 g 55 ¢ 5V A die el aan ) i) (e 2SU 2ey
. ) dlaaia 3 galll ) piatia o e ¢l aladiuls ARDL 73 gal alodiuly

w e

(Y 5_uad ABall) ARDL gigad ki (0) ad) Jgaa

Fixed regressors:
Number of models evalulated: 256
Selected Model: ARDL(2,1,1,1,1,0,0, 1)

Coefficie
Variable nt Std. Error t-Statistic Prob.*
aYoYe sl il e alia (V4) 2l o (V)) Alaal) 5 _yalaall 4y jladl) cibud jalf dlaa
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LNBOP(-1)  -0.0785550.301410 -0.260625 0.8019
LNBOP(-2)  0.192823 0.200801 0.960272 0.3689
LEXCR -2.0698501.140344 -1.815110 0.1124
LEXCR(-1)  3.328038 1.415860 2.350541 0.0510
LNINTRER  2.673128 1.193472 2.239791 0.0601
LNINTRER(-1) -3.2452261.404318 -2.310892 0.0541
LNGDP -6.4505021.855313 -3.476772 0.0103
LNGDP(-1) 5.920614 1.930271 3.067245 0.0181
LNCURR -0.0059310.010214 -0.580701 0.5796
LNCURR(-1) 0.028360 0.008940 3.172314 0.0157
LFDI 0.005235 0.007075 0.739917 0.4834
LNIMP -7.4424401.779841 -4.181519 0.0041
LNEXP 3.157698 0.816177 3.868888 0.0061
LNEXP(-1)  2.604709 0.973182 2.676486 0.0317

Mean dependent23.1518

R-squared0.988621 var6
Adjusted R- 1.13063

squared0.967487 S.D. dependent var6
Akaike info0.10796

S.E. of regression0.203868 criterion?
0.58838

Sum squared resid0.290935

Schwarz criterion 1

Hannan-Quinn0.04315

Log likelihood15.13365

criter.8

dagay AA /3 9 Juad daai [a

Durbin-Watson
stat2.281604

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

o ¢ Ao Ay pdi 58 iy gisall o (el g2l A8e) ARDL il g el
ill a3 gl G dlan ) F A (e ey Cum ¢ 794 a1l 5 R-squared 3 Lebis
&b ALIES) 5 S Ll ) sy e ) 2,284 Al Durbin-Watson adbasy) dedll il

5l 23 sad Aaa (e (38 ) anes (4 1A Adal)
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DIAGNOSTIC TESTS LidY) gl (0-¢)

bl &y aaeially A Ll V) ds el z3sadl) dadlal dala ol sl s -
olisly ARCH _uwiad sBreusch-Godfrey  JLisl s RAMSEY JWisl (i je ab &l patall
S Lpdala @l e 3ga s e ghsadll HSH ) SV (5 el S mny 7 Jsanll 8 VIF
syl 25a 5 a2e Breusch-Godfrey sl selal Aplias) AVa 53 JLGaY) 4d ghas 53 50as
el sl ol Gl s ARCH s geasy Aflas) V0 b p dad ae Gllus Ugh

2aatall JlasiV) 3 gad A Auall G juaiall AR 4l ABe 3 a5 a2e VIF LA

ol doa Sl ¢l jlidl) ('L) Jan

Diagnostic | Breusch-Godfrey | VIF test ARCH test Ramsey test Jarque-
Tests | test (Multicollinearity) | (Heteroscedasticity) | (ldentification) | Bera

(Autocorrelation) test

(Normality)

0.4179 12.45079-

24463.54

03168 0.3884 (0.222)

il G JaY) AL sk A8Dal) ol a5y ) J s
(JaY) A sho 28dkall) ARDL i se3 i (V) o) J s

Levels Equation
Case 1: No Constant and No Trend

Coefticie

Variable nt Std. Error t-Statistic Prob.
LEXCR 1.420506 0.759575 1.870133 0.1037
LNINTRER  -0.6459040.663692 -0.973199 0.3629
LNGDP -0.5982490.152172 -3.931406 0.0057
LNCURR 0.025322 0.006411 3.949590 0.0055
LFDI 0.005910 0.008751 0.675389 0.5211
LNIMP -8.4025874.568919 -1.839075 0.1085
LNEXP 6.505814 3.155928 2.061458 0.0782

EC =LNBOP - (1.4205*LEXCR -0.6459*LNINTRER -

0.5982*LNGDP +

0.0253*LNCURR + 0.0059*LFDI -8.4026*LNIMP +

6.5058*LNEXP )

F-Bounds TestNull Hypothesis: No levels

aYaYo b allgdadl - (14) amdi - (V)) alaal
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relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptoti
c: n=1000
F-statistic 5.366626 10% 1.7 2.83
k 7 5% 1.97 3.18
2.5% 2.22 3.49
1% 2.54 3.91

F- JLitl 3 gl dana (e 38all Q55 ¢ Gl Jaadl 3 o shall Ja¥1 ABde il (i ye a3y
1Al (YA < 0,717 7o JaiaY AoV dagdll (e ST Ailan ) il () 5S5 Cus < Bounds
Allea 1505 any sadl Josh ARDL lial ola

AL B o) ) s 2 O
:deiﬂ J:uaﬁ CJJA.IS‘ @13.'\-\

@ﬁﬁ@j@b@%&\d@@?\ FGJ‘\Z\.ALA“ ¢ /414 Ejfﬁ&g)yﬂﬁj&cuﬁgcﬁjd|
e bl )l dga g are K58 a9 2,28 dibas] dady Durbin-Watson Jeda LS ¢ gill -3 gail)

Ll el oy
Cile giaall

Opadll Ja¥) 8 e siad) () e dna )5 3081 e G Ao )k AN a8 A e m
TN Ay e ghaall () e dna ) 303 ) Aty 32N yms caal 3 13)

O e a)s Al Jaadl &l G dpuSe d8e i i) Jaddl Ul
dpay a7 Aty Jlea¥) sl gl o313 gl ol Jal) 3 cle giad)
9% T, € Aty Cile giadll o) jaa

ol Cluaall duay G palll Ja¥) AT siee Al 22 8 Y s lal Cluall aua
e ol Ol jae dpa s

) L) g uadll Jal) 8 Ay sine AE 2a g5 Y dluadl iaY) jmuyl w
e haall Gl e a5 bl

Ol dnay g (Ja¥) sl &6 el ) gl Al G dpuSe A 2 g5 il )Gl
Loty Jaa ) a2l e cla ) gl A ol 313 sl uaill JaY) 8 Cle hadll
Y%V, & Ay Cile @adll ) jae dnea ) (bl (7))
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nayy Sl daall Ul e @l paball At e dapb Ae a0l ulall

Seaa ) Al zil) el jabiall das ol 13 Lﬂ;i ¢ yuadll JaY) b e sdaall ol e
S Ay e aall ) e dna ) ol 5 ) Ay

SaY) Jash gl uilii- ¥
Lall) o ST f Ailian ) Al ()5S Laie SlID prialy 5 ¢ S Ay yauadli 5 58 alaly 3 galll
305 22y (s2al) Jysha ARDL Jlial gld 13 ¢(Y,) A < 0,717) a0 Jlaia¥ eV

Cile sl
Ol dmayy 53l yew Gn doshll Ja¥ (3 Ggiee A aa g Y o2l s w
le 8l

O a)s Al daadl &l G duSe d8e 2 ) ol Ul
dpay paiadl /) Ay JleaY) sl )5 130 6l cdyshall Jal) 3 cle giad)
Yo +»0 Aoy Sle ol )l e

Ol ey gl Glaall yua) G a5k A8 i g el Glall ua )
O 3 dpeay 33 /) Ay s ) lall dpea ;003 13) 6 (Jyshall Ja¥) 8 e gdadll
Ty ¥ i cle gdad)

V) L) g Qoshll Ja¥) L dysiee ADe 253 Y pdlial aY) juyl w
e ghadll Gl e s 5 bl

da s Al Aaall &bl e il )l dus G Ay gine A 22 B Y L llgl w
skl Ja¥) 4 cle ad) ol e

ayy Seal) Jaddl ZUl e G palall Al e e b ADle g Gl palall
e Al il (e aleall A ) 3131 g ey shall JaY) & e gdaall () 30
/7,0 Aty Gl gdaal) () jie duay ol o) daay

Sl gill g gilidli( @)
El()-0)

O sa s Copall jr Al (o AR i N ARG clal all J kg Gl A -
Coeall jr jpad o) A ) Ll a8 J3MRD o2a Jsa Ay juiaie il Chaa g 4l e andll
3 pae () DAY Gaadl ST e sl ol e Adlay) A8lay Ladi yy Aleall A (mladil
Angiall DR Lgaal Baantia ol s (A AL ol Hall o) CaDIER) a3 5 agin 48D
Glayl gl gl paball IS 5 dxgde oMl Sy Aued) | alaill 3 deadia) A3l 5 gl

dalsall G b e 5 Sle iadd) G e

aYoYe sl il e alia (V4) 2l o (V)) Alaal) 5 _yalaall 4y jladl) cibud jalf dlaa
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Gzl e ae o aly dulall cdl dim dyshall 5 juadll Jal) el s e sl
ol o) LS e siaall o)) ae el ol L (0 Al Ll V) (g paall dpall Aol L Al
oaddll ) Y A aal ) sl Qs YA g padl Cle daall o s b Rl
sl G S Adland 511 5 2001 claall Gl e 5 B all () ae 5 landll G e B (Sl
Dl [l (S s G el s leaddl o) el S el Cle ol () jae Led S8 A

. Oaadl )l

Dl ARl a8 S ga g ade di (S

g s A JatinY s Apiial) adull Lle et ) Ay eadd)l Gyl sl aan gl ) e
ool 4 pmall dleall Capuall a8 (6 Bley Goe e Sl e Gl
Ve gl dh 8 Laps Y Al Lo € ) e 4l (OY ) dpinl) clead)
) gl s 3ol g (g kel Jall

Claie (e ) 8 oS ) D) (§gndl 8 4 peaal) Gl jolall aan (2lidsl e
WYL s AV claaalls dull o callal) (e Lede calkal) (§idy s ol ga sl A0
dala g claadll g abiall (e 2 g3ne 230 e la S 59 4y paall Gl plaball g 68 axe )
Al

A 5 ) (s emdl) Giall A 3 AN il (e ae ) e 4l gl iy
enuauu\jcl\\{)\jﬂe&t\i\jé\h&a}\\.‘\sgﬂb@ﬁj ’QLGJS.LJ\ u\‘):mslcu;\uaul.s
Clis e g sane O5S3 ()) By g puday (ol o5 i pal-JUlil oyl (35 pae JUll s il jaliall
dad (sl Al (e BALELY) (S (s masaall aa gl e STl gl @l jaball e catlall
L) pae i baa sl aal gl e ) Ll aail Ay peaal) cla sl 5 &l paball e llal)

Alaall dad (885 Ao A (e e @l ) e ae Z23le

1Sbuagili(Y-0)

el 5 oalaBY) aua gl Al 50 2xy V) Al 5 il DA ) sy seill ) F jlaal axe -

Adsally dpelaia¥l s ApalaBi¥) glia V) o ayseill )8 alall 530 oo 3 a2l

Jsl e A Leiia¥) ol Al adudl e cala ) sl aaa 335 A eSO @l aa

A gas Al ade o € IS0 adtiad Sl 5 @l jalial) ana alias) ) ALYl da Al
Adpall Aalal) 253 sally o) ¥ ame i) o Al b elld (uSaiy g ol

Gl yaball 38 55 axe sl bl iy 3y Ao Jan O L padl LaSall o ay -
Alenl) A (alisil (e LY Sy i alad) o) sall 5 A6V Al e
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gliss A o ial osSe I gling Y A ) ol e 58 5 A sSall e oy -
ALal agiad) Ao (amliadY |las ddlial dle gdy cuind WiKe Jin 5 s A (Sl
) ol ALl dalal) 45 3) sal) Jand Il a1 Slasl

el sall
L ad) ) all-y

sdzalad) cdlaall-|

Ol e 5l (somaall dial) dad s (YOIV ) i Jadlly el Als 2D
, Ml AT AL 0 Y YTY Y0 a1/ 49 e sl DA Cle i)
ae, £ a3l ¥ alaadl A el il all g & andl Alaal) Al

Gile saaall o) jae e biill ol s 5 (YOYY ) A0 me 0B R slaaa -Y
asle 5 4 jlaill g LlaB) aglall LS (Y00 Yoy e sl Aldas Al ) il jal)
el gl A dadla |yl

o Gl L) e Gagall jeu sl B (YOIA ) @ F€ s desa ST
o e Dulud) 5 AalaBy) dal il clul jall |l b el <6l jeae
https://democraticac.de/?p=51446 Gl <l

G ALIaT A 0" jems (B Cipeall e pipad s (VoY E ) Lad jsale £
, Al g Ay olal)l bl pall Asa (Y Y = Yoo ) e Baal) LY ) yhiga
e YT E Gle N aaall | il sl

— kil ) ale daall ol e 8 el Gl dise | YaYE gy Aty A e Wlia -0
Lads | Ay laill bl pall &y padll Alaall | 5 padd) slaBY) e Gabailly () phal)
Y TEA dsdall Y sl £A alaall 5 ) geaidll

A g S @) gall-c

https://mof.gov.eg/ari:_saall 4l 5 ) 55 -1
/https://www.cbe.org.eg s raell (5 38 sall il v

A aal sl

A- Scientific journals:
1- Acosta Ormaechea, S. (2020). Public Debt Dynamics and Intra-Year
Exchange Rate Fluctuations.
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