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Abstract:

The study aims to verifying the condition of uncovered interest rate parity (UIP) between
the Egyptian pound and the US dollar from September 2013 to September 2024 on a
monthly basis "using data from Egyptian CB and US FRP", as the period indicates
significantly exchange rate depreciation. The study used both non-linear autoregressive
distributed lags model (NARDL), and Threshold Regression model, to verify the UIP
condition at four levels, namely, the monthly nominal, monthly real, cumulative nominal,
and cumulative real levels. The results showed that, the absence of a stable model
between the interest rate differences and the percentage change in exchange rate, and thus
the non-application of the UIP condition between the Egyptian pound and the US dollar
in the analysis period, and therefore the study recommends reducing the inflation rate to
curb the exchange rate depreciation and maintaining a relatively high interest rate until
the pound compensates for part of its losses due to the continuous depreciation and
achieving the UIP condition.
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Augmented Dickey-Fuller test statistic for iem

Level 1* difference
Intercept Intercept & none Intercept Intercept & none
trend trend
t-Statistic 0.76955 -0.01650 2.00726 -10.1720 -10.3243 -9.9771
prob 0.9932 0.9957 0.9893 0.0000 0.0000 0.0000
Augmented Dickey-Fuller test statistic for iusm
Level 1** difference
Intercept Intercept & none Intercept Intercept & none
trend trend
t-Statistic -1.16373 -2.33129 -0.44689 -4.07709 -4.047434 -4.01791
prob 0.6887 0.4138 0.5195 0.0015 0.0095 0.0001
Augmented Dickey-Fuller test statistic for Riem
Level 1% difference
Intercept Intercept & none Intercept Intercept & none
trend trend
t-Statistic -8.77362 -8.75122 -8.79243
prob 0.0000 0.0000 0.0000

Garch(?2
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Augmented Dickey-Fuller test statistic for Riusm
Level 1** difference
Intercept Intercept & none Intercept Intercept & none
trend trend
t-Statistic -5.03729 -5.02003 -4.80190
prob 0.0000 0.0000 0.0000
Augmented Dickey-Fuller test statistic for sum iem
Level 1% difference 2" difference
Intercept Intercept none Intercept Intercept none Intercept | Intercept None
& trend & trend & trend
t-Statistic 1.11914 -3.53078 | 1.10765 0.75640 -0.01582 | 2.002751 | -10.1343 | -10.2844 | -9.93875
prob 0.9975 0.0402 0.9300 0.9929 0.9957 0.9891 0.0000 0.0000 0.0000
Augmented Dickey-Fuller test statistic for sum iusm
Level 1% difference 2" difference
Intercept Intercept none Intercept Intercept none Intercept | Intercept None
& trend & trend & trend
t-Statistic 0.77353 -2.86896 | 1.31795 | -1.17468 -2.31066 | -0.44542 | -4.06278 | -4.02786 | -4.00049
prob 0.9933 0.1761 0.9523 0.6841 0.4248 0.5200 0.0016 0.0101 0.0001
Augmented Dickey-Fuller test statistic for sum Riem
Level 1** difference
Intercept Intercept & none Intercept Intercept & none
trend trend
t-Statistic -1.38377 -1.368754 -1.10368 -8.733196 -8.711238 -8.752257
prob 0.5885 0.8656 0.2437 0.0000 0.0000 0.0000
Augmented Dickey-Fuller test statistic for sum Riusm
Level 1** difference
Intercept Intercept & none Intercept Intercept & none
trend trend
t-Statistic -0.90497 -2.118929 0.507698 -5.017565 -5.000991 -4.784465
prob 0.7841 0.5301 0.8240 0.0000 0.0004 0.0000
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Augmented Dickey-Fuller test statistic for sum xr
Level 1** difference
Intercept Intercept & none Intercept Intercept & none
trend trend
t-Statistic -0.333618 -1.834231 1.472830 -11.55483 -11.53254 -11.25030
prob 0.9156 0.6825 0.9648 0.0000 0.0000 0.0000
Augmented Dickey-Fuller test statistic for garch01
Level 1** difference
Intercept Intercept & none Intercept Intercept & none
trend trend
t-Statistic -0.880871 0.747914 -0.611636 -9.756661 -10.31435 -9.794190
prob 0.7916 0.9997 0.4507 0.0000 0.0000 0.0000
Augmented Dickey-Fuller test statistic for garch02
Level 1* difference
Intercept Intercept & none Intercept Intercept & none
trend trend
t-Statistic -2.181710 -2.207810 -1.760928 -7.177618 -7.192863 -7.205375
prob 0.2140 0.4809 0.0743 0.0000 0.0000 0.0000

Aol cilS pan) 533 land ae dobem ) () dlaledd) e Gadall 3 NARDL & 3gai alasiulsg
.Bounds test agaall jladl o 8 L Wy cabiiall ( Ja¥) dlsh Ll dDle dgag 220 o

ARDL Long Run Form and Bounds Test
Dependent Variable: D(IEM)

Selected Model: ARDL(1, 1, 0, 0, O, 0, 0)
Case 3: Unrestricted Constant and No Trend
Sample: 2013M09 2024M09

Included observations: 131

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C 0.000298 0.000484 0.614627 0.5399
IEM(-1)* -0.026143 0.061979 -0.421801 0.6739
IUSM(-1) 0.163544 0.183544 0.891034 0.3747
SUM_XR** -0.000178 0.000621 -0.287139 0.7745
GARCHO1_NEG** -3.18E-06 0.000381 -0.008338 0.9934
GARCHO1_POS** 0.000217 0.000481 0.450075 0.6535
GARCHO02_NEG** 0.000335 0.011971 0.027997 0.9777
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GARCH02_POS** 0.000346 0.007498 0.046213 0.9632
D(IUSM) 1.568577 0.523594 2.995791 0.0033

* p-value incompatible with t-Bounds distribution.
** Variable interpreted as Z = Z(-1) + D(2).

Levels Equation
Case 3: Unrestricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
IUSM 6.255751 10.55090 0.592911 0.5543
SUM_XR -0.006826 0.034797 -0.196151 0.8448
GARCHO1_NEG -0.000121 0.014590 -0.008327 0.9934
GARCHO01_POS 0.008285 0.017593 0.470934 0.6385
GARCHO02_NEG 0.012819 0.444646 0.028831 0.9770
GARCHO02_POS 0.013254 0.300283 0.044137 0.9649

EC = IEM - (6.2558*IUSM -0.0068*SUM_XR -0.0001*GARCHO1_NEG +
0.0083*GARCHO1_POS + 0.0128*GARCHO02_NEG + 0.0133
*GARCHO02_POS )

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000

F-statistic 1.027785 10% 2.12 3.23
k 6 5% 2.45 3.61
2.5% 2.75 3.99

1% 3.15 4.43

Finite Sample:

Actual Sample Size 131 n=80
10% 2.236 3.381
5% 2.627 3.864
1% 3.457 4.943
t-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
t-statistic -0.421801 10% -2.57 -4.04
5% -2.86 -4.38
2.5% -3.13 -4.66
1% -3.43 -4.99

pe A CUSUM of squares  aadll daill o dall ad culd)yas) aojel aSIAD goanall Hlad) juds WS

2 asaill i
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(RIEM)

Selected Model: ARDL(Z, 0,0, 1, 1, O, 0)
Case 3: Unrestricted Constant and No Trend
Sample: 2013M09 2024M09

Included observations: 130

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C -0.003614 0.003055 -1.183094 0.2391
RIEM(-1)* -0.846876 0.089931 -9.416985 0.0000
RIUSM** -0.252413 0.504413 -0.500409 0.6177
SUM_XR** -0.009164 0.010125 -0.905130 0.3672
GARCHO1_NEG(-1) -0.012024 0.007463  -1.611140 0.1098
GARCHO01_POS(-1) 0.010241 0.008395 1.219973 0.2249
GARCHO02_NEG** -0.105875 0.164323 -0.644313 0.5206
GARCHO02_POS** -0.217275 0.119040 -1.825229 0.0705
D(GARCHO01_NEG) 0.026523 0.017904 1.481392 0.1411
D(GARCHO01_POS) 0.035704 0.015467 2.308416 0.0227

* p-value incompatible with t-Bounds distribution.
** Variable interpreted as Z = Z(-1) + D(2).
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Levels Equation
Case 3: Unrestricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
RIUSM -0.298052 0.599839 -0.496886 0.6202
SUM_XR -0.010822 0.011718 -0.923510 0.3576
GARCHO1_NEG -0.014198 0.008480 -1.674381 0.0967
GARCHO01_POS 0.012093 0.009610 1.258341 0.2107
GARCHO02_NEG -0.125019 0.194773 -0.641870 0.5222
GARCHO02_POS -0.256560 0.141902 -1.808013 0.0731

EC = RIEM - (-0.2981*RIUSM -0.0108*SUM_XR -0.0142*GARCHO1_NEG +
0.0121*GARCHO01_POS -0.1250*GARCH02_NEG -0.2566
*GARCHO02_POS )

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic:
n=1000
F-statistic 13.42979 10% 2.12 3.23
k 6 5% 2.45 3.61
2.5% 2.75 3.99
1% 3.15 4.43
Finite Sample:

Actual Sample Size 130 n=80
10% 2.236 3.381
5% 2.627 3.864
1% 3.457 4.943
t-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
t-statistic -9.416985 10% -2.57 -4.04
5% -2.86 -4.38
2.5% -3.13 -4.66
1% -3.43 -4.99

pe ) CUSUM of squares  dledll dadll (o diall ad cildlat) apal  aSIAN goenall Hlis] judy WS
il 558 DA 235l i
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(SUM_IEM)

Selected Model: ARDL(Z, 1, 1, 0, 0, O, 0)
Case 3: Unrestricted Constant and No Trend
Sample: 2013M09 2024M09

Included observations: 131

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C 0.008366 0.000342 24.47051 0.0000
SUM_IEM(-1)* -0.017324 0.004662 -3.715886 0.0003
SUM_IUSM(-1) 0.088424 0.024709 3.578646 0.0005
SUM_XR(-1) -0.002641 0.002674 -0.987487 0.3254
GARCHO1_NEG** -0.007854 0.002637 -2.978076 0.0035
GARCHO01_POS** 0.006879 0.001361 5.055685 0.0000
GARCHO02_NEG** 0.049540 0.031052 1.595360 0.1132
GARCHO02_POS** 0.015590 0.018029 0.864731 0.3889
D(SUM_IUSM) 2.373556 0.228224 10.40012 0.0000
D(SUM_XR) 0.004032 0.000975 4.135321 0.0001

* p-value incompatible with t-Bounds distribution.
** Variable interpreted as Z = Z(-1) + D(2).
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Levels Equation
Case 3: Unrestricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
SUM_IUSM 5.104188 0.933491 5.467849 0.0000
SUM_XR -0.152431 0.122346 -1.245898 0.2152
GARCHO1_NEG -0.453368 0.063916 -7.093180 0.0000
GARCHO01_POS 0.397067 0.082393 4.819180 0.0000
GARCHO02_NEG 2.859635 2.312013 1.236859 0.2185
GARCHO02_POS 0.899912 0.838507 1.073232 0.2853

EC = SUM_IEM - (5.1042*SUM_IUSM -0.1524*SUM_XR -0.4534
*GARCHO1_NEG + 0.3971*GARCHO01_POS + 2.8596*GARCHO02_NEG +
0.8999*GARCH02_POS)

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000
F-statistic 67.75446 10% 2.12 3.23
k 6 5% 2.45 3.61
2.5% 2.75 3.99
1% 3.15 4.43
Finite Sample:

Actual Sample Size 131 n=80
10% 2.236 3.381
5% 2.627 3.864
1% 3.457 4.943
t-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
t-statistic -3.715886 10% -2.57 -4.04
5% -2.86 -4.38
2.5% -3.13 -4.66
1% -3.43 -4.99

pe ) CUSUM of squares  dledll dadll (o diall ad cildlat) aopal  aSIAN goenall Hlis] judy WS
NEEENAL <O Ep ENF R PO o
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(SUM_RIEM)
Selected Model: ARDL(Z, 0,0, 1, 1, O, 0)
Case 3: Unrestricted Constant and No Trend
Sample: 2013M09 2024M09

Included observations: 130

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C 0.002950 0.003973 0.742596 0.4592
SUM_RIEM(-1)* -0.068620 0.037196 -1.844845 0.0675
SUM_RIUSM** 0.462027 0.159358 2.899298 0.0044
SUM_XR** -0.019661 0.012570 -1.564197 0.1204
GARCHO1_NEG(-1) -0.011854 0.008107 -1.462322 0.1463
GARCHO01_POS(-1) 0.007075 0.008364 0.845954 0.3993
GARCHO02_NEG** 0.153663 0.172424 0.891190 0.3746
GARCHO02_POS** 0.846585 0.382951 2.210689 0.0290
D(GARCHO1_NEG) 0.017343 0.018103 0.958053 0.3400
D(GARCHO01_POS) 0.034161 0.015148 2.255215 0.0259

* p-value incompatible with t-Bounds distribution.
** Variable interpreted as Z = Z(-1) + D(2).

Levels Equation
Case 3: Unrestricted Constant and No Trend
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Variable Coefficient Std. Error t-Statistic Prob.
SUM_RIUSM 6.733080 2.928639 2.299047 0.0232
SUM_XR -0.286521 0.153734 -1.863746 0.0648
GARCHO1_NEG -0.172754 0.129404 -1.334999 0.1844
GARCHO01_POS 0.103110 0.137661 0.749014 0.4553
GARCHO02_NEG 2.239317 2.410913 0.928825 0.3548
GARCH02_POS 12.33722 4.654825 2.650416 0.0091

EC = SUM_RIEM - (6.7331*SUM_RIUSM -0.2865*SUM_XR -0.1728
*GARCHO1_NEG + 0.1031*GARCHO01_POS + 2.2393*GARCHO02_NEG +
12.3372*GARCHO02_POS)

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000
F-statistic 3.301146 10% 2.12 3.23
k 6 5% 2.45 3.61
2.5% 2.75 3.99
1% 3.15 4.43
Finite Sample:

Actual Sample Size 130 n=80
10% 2.236 3.381
5% 2.627 3.864
1% 3.457 4.943
t-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
t-statistic -1.844845 10% -2.57 -4.04
5% -2.86 -4.38
2.5% -3.13 -4.66
1% -3.43 -4.99

pe A CUSUM of squares  aadll daill o dall ad culd)yas) aojel (aSIAD goanall Hlad) juds WS
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Multiple breakpoint tests

Bai-Perron tests of L+1 vs. L sequentially determined breaks

Date: 10/25/24 Time: 22:42

Sample: 2013M09 2024M09

Included observations: 132

Breaking variables: C SUM_IUSM SUM_XR GARCHO01 GARCHO02
Break test options: Trimming 0.15, Max. breaks 5, Sig. level 0.05

Sequential F-statistic determined breaks: 4
Scaled Critical
Break Test F-statistic F-statistic Value**
Ovs. 1% 31.75943 158.7972 18.23
lvs.2* 51.02657 255.1329 19.91
2vs. 3% 24.70129 123.5065 20.99
3vs. 4% 59.44851 297.2425 21.71
4vs. 5 0.000000 0.000000 22.37

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

Dependent Variable: SUM_IEM

Method: Discrete Threshold Regression
Date: 10/25/24 Time: 22:34

Sample (adjusted): 2013M10 2024M09
Included observations: 132 after adjustments
Variable chosen: SUM_IUSM

P|840 NO2, FOURTH YEAR, OCTOBER 2025



(&)

Journal of political & Economic Studies - Faculty of Politics & Economic

Suez University (JPES)

Selection: Trimming 0.15, , Sig. level 0.05

Threshold variables considered: SUM_IUSM SUM_XR GARCHO1

GARCHO02
Variable Coefficient Std. Error t-Statistic Prob.
SUM_IUSM < 0.0008333333 -- 25 obs
C 0.181539 0.077233 2.350535 0.0206
SUM_IUSM 209.7446 19.86043 10.56093 0.0000
SUM_XR 0.166402 0.132450 1.256337 0.2117
GARCHO1 -0.110361 0.046448 -2.376011 0.0193
GARCHO02 -10.04626 8.329546 -1.206100 0.2304
0.0008333333 <= SUM_IUSM < 0.01138333 -- 23 obs
C 0.243298 0.011516 21.12612 0.0000
SUM_IUSM 26.84615 1.459453 18.39467 0.0000
SUM_XR 0.020634 0.006791 3.038331 0.0030
GARCHO01 -0.036167 0.008167 -4.428373 0.0000
GARCHO02 -4.394675 0.754862 -5.821826 0.0000
0.01138333 <= SUM_IUSM < 0.05664166 -- 32 obs
C 0.805856 0.153841 5.238234 0.0000
SUM_IUSM 8.016193 0.217331 36.88464 0.0000
SUM_XR -0.326615 0.120998 -2.699333 0.0081
GARCHO01 4.451726 0.994216 4.477626 0.0000
GARCHO02 -1.493320 0.478306 -3.122100 0.0023
0.05664166 <= SUM_IUSM < 0.058999999 -- 22 obs
C 0.992760 0.847346 1.171611 0.2440
SUM_IUSM 12.79218 10.80034 1.184424 0.2389
SUM_XR -0.704743 0.347486 -2.028119 0.0450
GARCHO01 9.081900 6.760868 1.343304 0.1820
GARCHO02 2.678984 0.284863 9.404450 0.0000
0.058999999 <= SUM_IUSM -- 30 obs
C 0.785240 0.020255 38.76818 0.0000
SUM_IUSM 3.897352 0.109944 35.44865 0.0000
SUM_XR 0.019042 0.011555 1.647940 0.1023
GARCHO01 0.017720 0.005811 3.049641 0.0029
GARCHO02 0.619303 0.142307 4.351885 0.0000
R-squared 0.999810 Mean dependent var 0.694179
Adjusted R-squared 0.999768 S.D. dependent var 0.431543
S.E. of regression 0.006579 Akaike info criterion -7.040940
Sum squared resid 0.004632 Schwarz criterion -6.494954
Log likelihood 489.7020 Hannan-Quinn criter. -6.819076
F-statistic 23477.80 Durbin-Watson stat 1.040419
Prob(F-statistic) 0.000000
P|841 NO2, FOURTH YEAR, OCTOBER 2025




R

u /n Journal of political & Economic Studies - Faculty of Politics & Economic
Suez University (JPES)

&Y CUSUM of squares sl dedll e dial) o culihas) aoyl ‘é.AS\):d\ @A,Ms\ lad) iy Lead

1.4
1.2
1.0
0.8
0.6
0.4
0.2
0.0
-0.2

-0.4
1 v | 1 11 v | 1 1

2022 2023 2024

CUSUM of Squares - 5% Significance

o L&) Ll S5 dla o) sy QLSY) Llal Bai-Perron jlaa) ehalis (1) dabadl A kil
Cipeall jrae (8 anl) uail) Digiae cudid 8y ¢ A0y Ladal)l 53l jaae laasy sl 578 lae
.Garch(02 y GarchQ1 kil Jglas calpaiag

Multiple breakpoint tests

Bai-Perron tests of L+1 vs. L sequentially determined breaks

Date: 10/25/24 Time: 22:58

Sample: 2013M09 2024M09

Included observations: 132

Breaking variables: C SUM_RIUSM SUM_XR GARCHO01
GARCHO02

Break test options: Trimming 0.15, Max. breaks 5, Sig. level 0.05

Sequential F-statistic determined breaks: 3
Scaled Critical
Break Test F-statistic F-statistic Value**
Ovs. 1% 213.0598 1065.299 18.23
lvs.2* 8.200771 41.00386 19.91
2vs.3* 6.468374 32.34187 20.99
3vs. 4 1.172256 5.861282 21.71

* Significant at the 0.05 level.
** Bai-Perron (Econometric Journal, 2003) critical values.
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Dependent Variable: SUM_RIEM
Method: Discrete Threshold Regression
Date: 10/25/24 Time: 23:00
Sample (adjusted): 2013M10 2024M09
Included observations: 132 after adjustments
Selection: Trimming 0.15, , Sig. level 0.05
Threshold variable: SUM_RIUSM
Variable Coefficient Std. Error t-Statistic Prob.
SUM_RIUSM < -0.1331018 -- 31 obs
C -0.046063 0.077285 -0.596015 0.5524
SUM_RIUSM -0.473375 0.441061 -1.073263 0.2856
SUM_XR -0.095737 0.030969 -3.091371 0.0025
GARCHO1 0.055236 0.019141 2.885709 0.0047
GARCHO02 3.185998 0.374060 8.517342 0.0000
-0.1331018 <= SUM_RIUSM < -0.04851273 -- 32 obs
C 1.710026 0.111162 15.38322 0.0000
SUM_RIUSM 0.017069 0.669903 0.025479 0.9797
SUM_XR -1.413711 0.096775 -14.60818 0.0000
GARCHO1 0.927436 0.058490 15.85642 0.0000
GARCHO02 0.923708 1.481895 0.623329 0.5344
-0.04851273 <= SUM_RIUSM < -0.03873085 -- 22 obs
C 1.515521 0.230062 6.587446 0.0000
SUM_RIUSM 0.451857 2.332368 0.193733 0.8468
SUM_XR -1.228002 0.227417 -5.399773 0.0000
GARCHO1 2.064406 1.698290 1.215579 0.2268
GARCHO02 -5.165559 0.871441 -5.927607 0.0000
-0.03873085 <= SUM_RIUSM < -0.01857979 -- 19 obs
C 0.342845 0.056936 6.021593 0.0000
SUM_RIUSM 8.797141 1.591388 5.527968 0.0000
SUM_XR 0.024348 0.022494 1.082409 0.2815
GARCHO1 -0.132302 0.021900 -6.041210 0.0000
GARCHO02 -14.07039 1.493118 -9.423489 0.0000
-0.01857979 <= SUM_RIUSM -- 28 obs
C -0.056741 0.194821 -0.291245 0.7714
SUM_RIUSM 0.199478 0.965736 0.206556 0.8367
SUM_XR -0.011347 0.300992 -0.037700 0.9700
GARCHO1 0.031500 0.118039 0.266861 0.7901
GARCHO02 4.042605 23.81323 0.169763 0.8655
R-squared 0.946248 Mean dependent var -0.033738
Adjusted R-squared 0.934191 S.D. dependent var 0.074930
S.E. of regression 0.019222 Akaike info criterion -4.896715
Sum squared resid 0.039535 Schwarz criterion -4.350730
Log likelihood 348.1832 Hannan-Quinn criter. -4.674852
F-statistic 78.48373 Durbin-Watson stat 1.343409
Prob(F-statistic) 0.000000
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