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The causal relationship between the budget
deficit and the trade balance in Egypt during the
period (1990-2022)

Abstract

The Study aimed to understand the Nature of the Causal
Relationship between the General Budget Deficit and the Trade
Balance Deficit in Egypt, and to determine which of them Influences
or Causes the other. The Study also attempted to identify the most
Important Factors Influencing the General Budget Deficit and the
Trade Balance Deficit using a Cointegration Model. The Study also
determined the Direction of the Causal Relationship between them
using Granger Causality using the E-Views Statistical Program.

The Study found a Unidirectional Causal Relationship from the
General Budget Deficit to the Trade Balance Deficit, not vice Versa.
This Relationship is Directly Proportional. The Study also found a
long-term, Direct Relationship between the General Budget Deficit
and the Trade Balance Deficit in Egypt.

Accordingly, the Study Recommended Working to Diversify Public
Revenues by Developing the Production base and Focusing on the
Agricultural, Tourism, and Service Sectors. Public Spending should
be Rationalized or Rreduced, while Public Revenues should be
increased. Budget policy should be based on the State's overall
Objectives and built on solid Foundations that enable it to withstand
any Influences, Whether Internal or External, and Combat tax
Evasion, which is considered one of the Main Causes of the Decline
in Financial Revenues in Egypt.

Keywords: Budget Deficit, Trade Deficit, Granger Causality.
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Lir EO Inf ER BD TD <o gl
SN CuaN) Ay 0 Jira g 433 gall o OV oeall Jas
o A e s Saity pdalll | Gall Aalad) skl
19 52.8 16.8 1.55 4 5.30 1990
19.8 62.8 19.7 3.14 3.9 2.9 1991
20.3 59.2 13.6 3.32 2.3 1 1992
18.3 55.8 12.1 3.35 0.9 2 1993
16.5 50.7 8.2 3.39 1.6 2.9 1994
16.5 50.3 15.7 3.39 2.3 3.1 1995
15.6 46.9 7.2 3.39 25 3.7 1996
13.8 43.8 4.6 3.39 3.1 4.7 1997
13 42 3.9 3.39 4 8 1998
13 38.4 3.1 3.4 6.5 7.4 1999
13.2 39.1 2.7 3.47 9.2 6.6 2000
13.3 39.8 2.3 3.97 10.5 4.7 2001
13.8 41 2.7 4.5 10 3.7 2002
13.5 46.2 4.5 5.85 4.8 2.1 2003
134 57.7 11.3 6.2 7.1 1.1 2004
13.1 62.9 4.9 5.78 8.9 2 2005
12.6 61.5 7.6 5.73 9.9 1.7 2006
12.5 65.1 9.3 5.64 7.5 5.9 2007
12.3 71.7 18.3 5.43 11.2 9.1 2008
12 56.6 11.8 5.54 12.5 12.6 2009
11 47.9 11.3 5.62 17.4 11.4 2010
11 45.3 10.1 5.93 23 9.8 2011
12 40.7 7.1 6.06 27.6 22.1 2012
12.3 40.4 9.5 6.87 34.6 18.3 2013
11.7 36.9 10.1 7.08 34.6 25.8 2014
11.6 34.8 10.4 7.69 34.9 27.9 2015
13.6 30.3 13.8 10.03 32.5 31.8 2016
18.2 42.8 29.5 17.78 21 31.8 2017
18.3 45.9 14.4 17.77 23.8 26.1 2018
16.1 41.1 9.2 16.77 25.5 25 2019
11.4 32.1 5 15.76 29.1 27.5 2020
9.4 29.9 5.2 15.64 30.1 37 2021
10.6 37 13.9 19.16 25.4 32.5 2022
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oS sl ol s o il JAS ARDL Jliad gl o5 (a5 <1(0) g il
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(Augmented Dickey-Fuller Test)

oy (1) Js¥) wﬂ\ 1(0) s stuusll sio ~
gasi | ggy [MFEE) wmen | g [T o S
@) )
I -6.076586 | -6.565342 | -6.455170 | 0.784352 | -2.261439 | -0.199529 | t -statistics ™
0.0000 0.0000 0.0000 0.8776 0.4417 0.9287 p-value
1) -4.006681 | -3.940012 | -4.043118 | 0.326287 | -1.865108 | -0.824575 | t -statistics BD
0.0002 0.0221 0.0039 0.7737 0.6489 0.7984 p-value
1) -3.746843| -4.284218| -4.050136| 1.898911 | -1.087786 0.476780 | t -statistics ER
0.0005 0.0100 0.0038 0.9841 0.9156 0.9832 p-value
10) -6.580838 | -6.474715 | -6.470552 | -1.476463 | -3.238998 | -3.192978 | t -statistics Inf
0.0000 0.0000 0.0000 0.1284 0.0950 0.0297 p-value
-4.408084 | -4.265600 | -4.410818 | -0.777960 | -2.487345 | -2.494525 | t -statistics
@ 0.0001 0.0105 0.0015 0.3712 0.3316 0.1264 p-value EO
0) -4.159215 | -4.332854 | -4.208157 | -1.112827 | -3.923624 | -3.707319 | t -statistics Lir
0.0002 0.0095 0.0027 0.2350 0.0229 0.0089 p-value
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il Ol e we 4yl dde gy e Loal Jlail

53T L) Ao (Falee 1 el A 5391 Ciola (o o8

AS (o ASe A83e dgay (Ao el dlad a8l e 3l ppen Jlaas

Gl i) e 35 Lo 985 (TD soladll Gl all Jae Ul sl 5 (el

Jashll Ja¥) B ABdal) pad il (4) Join
Variable Coefficient Std. Error t-Statistic Prob.
BD 0.503703 0.174526 2.886111 0.0095
ER 0.618688 0.271958 2.274940 0.0347
INF 0.814771 0.294633 2.765372 0.0123
EO -0.338831 0.135451 -2.501501 0.0217
LIR -0.648032 0.545678 -1.187572 0.2496
C 19.22130 12.14661 1.582441 0.1301
R-squared 0.964185 Mean dependent var 13.20323
Adjusted R-squared 0.943449 S.D. dependent var 11.75479
S.E. of regression 2.795331 Akaike info criterion 5.178423
Sum squared resid 148.4636 Schwarz criterion 5.733515
Log likelihood -68.26556 Hannan-Quinn criter. 5.359369
F-statistic 46.49989 Durbin-Watson stat 2.001823

Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model selection.
((ECM) A jall Jaa el piiall Usdll) reasaasl i gal + (gl
o iz saill Clalea o Jsaanll s o jisial) JalSill alas 5038 a3 ol an
Congs @l g ¢z paill 585 Al 5ol Jave & ppitall Undl) s 723 gad
Jlia) Leaca ol Al Ja¥) Al gha 28Mall Ja¥) 5 a8 cildl jai¥) e o il
& il Jalsill
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ANl (el V) 1agd (eaiiisall ) dxgadal (i 5) 4, sl sl
() 0) Jsaall gy oy ghall Jal) 8 4350 il

A et A LS (9T el il R? sl Julee off Jaady
Lo st VA0 ey juadll daY)

Gy ponaill (O g Laa ¢ 0. ¥32980 = ¢ Uadll moaad dalas)
e O (i 138 5 o(LusE jead 10) A ) sl atied ) Juay s daw ) YOA
@g}m%\/ﬂ_oM@)Uﬂ\ﬁjj\pwd;ﬁTDngﬁ\d\M\
JaY) AL ha 2 9) g1l A8l ol
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ECM Regression

Variable Coefficient Std. Error t-Statistic Prob.
D(BD) -0.242879 0.169838 -1.430061 0.1689
D(ER) -0.977347 0.471453 -2.073052 0.0520
D(INF) 0.336126 0.138840 2.420953 0.0257
D(LIR) 0.271134 0.481736 0.562827 0.5801
D(LIR(-1)) -1.094887 0.397474  -2.754615 0.0126
CointEq(-1)* -0.794945 0.134679 -5.902533 0.0000
R-squared 0.659250 Mean dependent var 0.954839
Adjusted R-squared 0.591100 S.D. dependent var 3.810935
S.E. of regression 2.436913 Akaike info criterion 4.791326
Sum squared resid 148.4636  Schwarz criterion 5.068872
Log likelihood -68.26556 Hannan-Quinn criter. 4.881799

Durbin-Watson stat 2.001823
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Pairwise Granger Causality Tests

Date: 04/17/25 Time: 00:05
Sample: 1990 2022

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
BD does not Granger Cause TD 31 7.10141 0.0035
TD does not Granger Cause BD 0.13311 0.8760
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