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The Impact of the Zero Interest Rate Policy on Inflation: An Applied
Study of the Egyptian Economy

A
Tagana af a2 [2 ¢ TLle e Bgdaa e ol [ o)
Jalduiual |
Al 8 il eV e e dojiaal) 523l e Al 3 Jilas ) Gaaal) 13a Caag,
Alaaialy il sl g Lol a3 Gandl CalaaY Gagass Yo YY) V990 e 55l DA (gpeadll
JLE! L..?J ?A"‘:db E.J_‘tLﬂ\ D u”.u QQ)J:.\]\ JLL}” ;\.«.ubd &"_\;_\J\ djm:ij .ghl.\.\:\u\}[b ‘?_‘\bslw\}” t_i‘glu.n\}“
BlalS Aokl dsbaaall Lgy aadied Al Al e gl Jadadi pe dilidd) abeai@y) Sl G jlae
baaall e €5 ae o (gl SLaiBY) 8 adcailly 525l Jare el Joliing . jlawl) 8 aSaall
) gl a5ally cahyia) e alae¥) ¢ daall Z Y] Ciea Jie pdcailly 535 Jare 4als Al
35t aladialy st Jase Ao Ljpeall 52304 Al 3 bl 2300 o alaeY) g

Claagis EVIEW galin DL (o dllyg cdeall slUadl 310 lasil) #3500 545 ARDL

o smal) Amalss — 3Ll g Al IS — e L) SLBY) M |
Eman.mahfouz@eco.suezuni.edu.eg

o sad) Aaalan alatd) 5 dubin 4K - jitiale Dialy

samar.aam@eco.suezuni.edu.e

sl Azala — Alat) g Al IS — Sla®l (g e
Mohamed.mahmoud@eco.suezuni.edu.eg

P|1251 NO2, FOURTH YEAR, OCTOBER 2025



ENE /;.!;1 ougad! dasla - SUaidYlg duulewd) &S - L3UaBYg deuwbod! lalydl Ao

Gl b oSy pdail) e S5 28 (graall L@V 8 dndeal) 350 dubin Gads of )
el (Ao (el hEY) Gadats ) Sa3el ddlse ddSn sl 5 bl Laa aghal)
sl g Ao Jarsy iaVly Asall Sléna¥) e fi5 Cige dheal) 3350 Al idig (Jishll
o rile IS8 Graall slaidl) b Slelially z oY) e Liad 55 Gy )lall (e L3 La

Al dows Jals ) (505 Laa yuadl) (sl

Led Slay U coyiall 8 dcaidie 503 ) dujeaal) 52500 Al dlaie b Aol agis

0 Y Ol - Aabeal) dalaaidY) llall Gy )00 I Wil anit 2 of e ¢ gaill 3hala e 2laiay)

c2ygl) Judls ae g ¢ aall ZBY1 Saiaty i) e alae¥) (i Loaleail ciladlica) 25 (he

alaginl gt aldie) (53Syall elull (R 0)53a (e adail) dallea 2 g Loz Lty aals g

Ll el g cAdlead) 554l Ausbace gl Apieall 825U Aalscs Sio sy clpdl ) 13l adal)
B3 e e Gyl alaieY) (e Yo cdaality) e g piiall onsgall aclly cangal

ARDL 535 ¢4l dubiad) caaill Jaee cdojieall 550 dulus dalily) clalsy)
Abstract

This research aims to analyze the impact of the zero-interest rate policy on
inflation rates in Egypt during the period from 1990 to 2023. In order to achieve the
objectives of this research, an analytical approach was employed, incorporating both
inductive and deductive methods. The study examines the theoretical relationship
between interest rates and inflation within different schools of economic thought,
highlighting how monetary policy is used as a tool to control price levels. The research
also addresses the evolution of interest rates and inflation in Egypt, focusing on
challenges such as weak domestic production, dependency on imports, and structural
constraints that limit the effectiveness of interest rate reductions.

An econometric model was developed to assess the impact of the zero-interest rate
policy on inflation using the ARDL model (Autoregressive Distributed Lag),
implemented via the EViews program. The results indicate that applying this policy in
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Egypt may affect inflation in the long term, necessitating parallel structural reforms to
boost production and achieve price stability in the long run. Moreover, adopting the zero-
interest rate policy is likely to influence both domestic and foreign investments, attract
hot money inflows, and directly affect production and industries in the short term, which
could contribute to reducing unemployment rates.

The study recommends adopting a zero or low interest rate policy during periods
of economic slowdown, while periodically assessing its effects based on actual economic
data. Additionally, it stresses the importance of implementing economic reforms to
reduce reliance on imports, stimulate local production, support supply chains, and lower
production costs to address inflation at its root. The Central Bank should adopt an
inflation-targeting approach based on non-traditional tools such as zero or negative
interest rates, directed financing programs, and institutional support for productive
projects, rather than relying solely on interest rates.

Keywords: Zero Interest Rate Policy, Inflation Rate, Monetary Policy, Interest Rate,
ARDL
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Dependent Variable: INFLATION

Method: ARDL

Date: 11/15/24 Time: 18:48

Sample (adjusted): 1991 2022

Included observations: 32 after adjustments

Maximum dependentlags: 1 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (1 lag, automatic): REAL SAVING EXPENDITURE
FIXED GDP IMPORTS

Fixed regressors: C

Number of models evaluated: 64

Selected Model: ARDL(1,1,0,0,0,0,1)

Variable Coefficient Std. Error t-Statistic Prob.*
INFLATION(-1) 1.276639 0.097689 13.06841 0.0000
REAL -1.004070 0.027422 -36.61560 0.0000
REAL(-1) 1.252715 0.097819 12.80652 0.0000
SAVING -4.81E-12 1.43E-12 -3.371442 0.0028
EXPENDITURE 1.01E-12 3.84E-13 2.625781 0.0154
FIXED 2.05E-12 1.35E-12 1.517696 0.1433
GDP -0.282028 0.068585 -4.112104 0.0005
IMPORTS 5.70E-12 1.16E-12 4.905607 0.0001
IMPORTS(-1) -7.29E-12 1.09E-12 -6.709184 0.0000
C -4.540905 1.786918 -2.541194 0.0186
R-squared 0.994791 Mean dependent var 10.09902
Adjusted R-squared 0.992661 S.D.dependentvar 6.037556
S.E. of regression 0.517241 Akaike info criterion 1.769692
Sum squared resid 5.885847 Schwarzcriterion 2.227734
Log likelihood -18.31507 Hannan-Quinn criter. 1.921520
F-statistic 466.8607 Durbin-Watson stat 2.307644

Prob(F-statistic) 0.000000

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

ARDL Long Runmn Form aand Bounds Test
Dependent Variable: D(INFLATION)
Selected Model: ARDL(A, 1., 1, O, O, O, O)
Case 2: Restricted Constant and No Trend
Date: 11/15/24 Time: 19:1 5

Sample: 1990 2023

INncluded observations: 32

Conditional Error Correction Regression

\ariable —oefficient Std. Error -Statis tic Prob.
(e -4 . 540905 A. 786918 —2.541194 O. 0186
INFLATION(-1)* O 276639 0. 097689 2831833 0. 0097
IMPORTS-L) -1.5S9E=E-12=2 1A.5S3IE=E-1.2 -1.034a4386 o.31=22
REALC-L) oO.2a864a45 O. 100426 2. a4a75914 o.0o0215
SAVING>™* -—4.81E-12 1. A43E-1.2 -B.3 7144442 oO.00=28
SD P> —OoO.282028 O.oe858S -—4.112104 O. 0005
FIXED>™ 2.05E-12 1. 5E-1.2 1.517696 o0. 14433
EXFPENDITURE™™ 1.01=-12 S.84E-1.3 2.625781 o.0o1s54a
D(NMPORTS) 5. 70E-12 1. 16E-1.2 4. 905607 oO. 0001
D(REAL) -1. 0044070 O.0O=274a22 -836.61560 O.0000

> p-value ncompatible with t-Bounds distribution .
**x \variable interpreted as = = Z(-1) + D(=).

Levels Equation
Case 2: Restricted Constant and No Trend

Variable —oefficient Std. Error t-Statis tic Prob.
IMPORTS S.73IE-1.2 5. 20E-1.2 1.1034406 o.z2s18
REAL —-O. 89883038 O. 136531 -6 . 583187 O. 0000
SAVING A.7a4E-1.1 BS.A4A9E-1.2 4.988011 O. 0001
SD P 1. 019481 O. 410791 2.as81752 oO.0=2a12=2
FIXED - 7. AzZ2E-12=2 .86=-1.2 -1.923586 oO. 0674
EXPENDITURE -B.65E=E-12 A.12eE-1.2 -3.260027 0. 0036
[ 16. 41458 2218233 7. 8399843 O. 0000

EC = INFLATION - (O.O0OO0OO*IMPORTS -O0.8988"REAL + O.OO0OOO*SAVING +

1. O0O19S*"GDP —O. OOOO*FIXED ~-O.OOOOEXPENDITURE + 16.4146)

F-Bounds Test Null Hypothesis: No levels relations hip
Test Statistic Value Signif. 1(O)D) [f@=]
Asvmptotic: N=1000
F-statistic 5. 689201 1020 1.99 -S4
< S 5206 =2.27 .28
2.520 2.55 3.6
i1 <eo 2.88 3.99
Actual Sample Size 32 Finite Sample: Nn=35
1020 22549 .38
520 2.685 3.96
a1<eo 3. 713 5.326

Finite sSsample: Nn=30

1020 2.334a 3.515
520 2. 7949 4.14a438
a1 2o 3.976 5.691

ST g 0,17 (golua Fostatic dad 43) Cua cchriall (p idie JalSs llia 4i) it
s gl clyaanal Gay Hiide JelSs @llia JUIL %Y+ %0 %) il die Ll dgaall e

t09Si Jaghall Ja¥) 3 @) JalSall Aalaa ofy daghall Ja¥) b cpaiall G 4053 A8le

EC = INFLATION - (0.0000*IMPORTS -0.8988*REAL + 0.0000*SAVING +
1.0195*GDP -0.0000*FIXED -0.0000*EXPENDITURE + 16.4146)
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AUTO CORRELATION: g;'\ll\ SN j,\ﬁ\(i
(%) Jdsx>

Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis No serial correlation atup to 1 lag

J9ag axe g HLaAY) Glld Caa

- v S “ e & S 1 ! . . -
F-slausuc 0.738391 Prob. F(1.21) 0.3999 g_i\ - A:U\ \ ¢ Y\ u:\_"kl_‘{)‘
Obs*R-squared 1.086949 Prob. Chi-Square(1) 02971
£
Rlillg cddlins =4l L;ka_w.: L J}A.\S\
Test Equation 2 @ - N G
Dependent Variable  RESID

Ho: DL SIPro Chi — Square o< off Y

Date 11/15/24 Time: 1933
Sample: 1991 2022
Included observations - 32

Presample missing value lagged residuals setto zero P \S "oy 39 =Y’ 4%.4.4)5 u-éﬁ)JOOS U"“
Variaple Coemcient Sta. Error t-Statstc Prob
£ - -
INFLATION(-1) 0027642 0103406 0.267317 07918 2 A <) Pl L ‘ﬂhj “;1\3 LLU)‘
IMPORTS 2.72E-13 121E-12 0.224301 0.82a7 - -
IMPORTS(-1) -1.51E-13 1.1E-12 -0.136530 08927
REAL 0.003015 0027809 0 108406 09147 .‘; - 3 S
REAL(-1) 0028919 0104001 0. 278064 07837 * - u\ dj g ‘
SAVING -3 00E-13 1 48E-12 -0.203352 08408
GDhpP -0.008664 0069729 0.124249 09023
FIXED 122E-14 1.36E-12 0.009005 09929
EXPENDITURE 2.33E-14 3 87E-13 0 060075 09527 ]Tﬁ " ] S \ A .
C -0.339239 1840478 -0 184321 D.anns G ‘ f“-’ d-" \ ‘) N Y\ U-A‘j
RESID(-1) -0.206144 0 239898 -0.859297 03999
R-squared 0.033967 Mean dependentvar 6.07E-15 LI_CD\ A< &g (= u_il_::\ N CJ)_A.\.“ u\
Adjusted R-squared -0.426048 S D dependentvar 0435736 -
S E ofregression 0D 520344 Akalke Info criterion 1 797634
Sum squared resid 5685921 Schwarz crnitenon 2301481 H . » -l
Log hkelihooa 1776215 Hannan-Quinn criter 1964645 pro Chl - Square U\ e ‘L_s—’b
F-statistbc 0073839 Durbin-Watson stat 2127963 "
Prob(F -statistc) 0.999915

.0.05 e ST 240.29 (gl

-

(°) dssa HETROSKADASTICITY TEST ¢yl cild Laa) (o

Hotoroskedasticity Taest: Breusch-Pagan-Godfrey

Null hypothasis Homoskadasticity -" (_.)fl—,‘:d\ ‘;’l_.ﬁ J] .- 2 ‘ j. ‘ C)—A

F-statistic 0883941 Prob F(9.22) 0 5540
Obs *R-squared 8498450 Prob Chi-Square(9) 0D a84a8
Scaled explamned S5 4 052389 Prob Chi-Square(9) 09079

Breusch-Pegan- jL—aal alaas

Tast Equation

Dependont Vanable RESIDA2

Mathod: Least S R\ DU | B e B LJ\Aﬁ .

Date 11/456/24 Time. 1938 M~ e \ Js ) e J‘GOdfrey
Semple 1991 2022

ncluded obsernatons 32

Variable Comfficient Std Error t-Statm tic Prob ¢ 'oo LESL"‘“prO f-StatIStIC o\ CLLLLU"\
c D 452508 0932500 -0 485055 08324
INFLATION(-1) 0027885 0051001 0546753 05901 - - - £ .
MPORTS 4 08E-15 6 06E-13 0 006725 09947 ‘9,& Mj‘ (Sluh e, 20 L')A )"S\ (5“ \J‘
IMPORTS(-1) 6 99%E-13 5S67E-13 1233248 0.2305 .- = N N = £
REAL -0.008990 0014316 -0 627984 0 5365
REAL(-1) 0043434 0051068 08506512 0. 4042 .
SAVING -1 11E-12 7V ALES -1 484004 01520 -1 & 3 & . . . . .
GDP 0005944 0.035806 0.166008 0.8697 ‘—’L'” (‘"lc‘ A, R 45’1'*:’ Y CA}'A'J\ U\
FIXED 3 08E-13 7 OGE-13 0 436820 0 66665 -
EXPENDITURE 3044 201E.12 O 151380 oBo1y
R-ugquured 0265577 Mean dependant var 0.183933 O_.JLL\M
Adjunted R-squared -0.034869 S 0D dependent var 0265449
S E ofragression 0270037 Akaike info critarion 0.4697954
Sum sguared resid 16042424 Schwarz criterion 0927836
Log lkehihood 2483300 Hannan-Quinn cnter 0621622
F-atatistic OBo3941 Durbin-VWatson stat 2 345448
Prob(F -atatistic) 0553986

Y. Y0 2951 cdaylydl diadl ¢ li)) saald) | PYYVA
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MULTICOLLINEARITY _Jadld) 133V ladl (7
(1) dsss ohal sy Lasd (

PNy . fu - “ .o
Variance Inflation Factors Bl 2939 pae (e Kbl HLady) s pdtuug
Date: 11/15/24 Time: 19:45 ) . . )
Sample: 1990 2023 ¢l magaill 4 i) Clyuatiall o dadad

Included observations: 32

VARIANCE VIF st jlaayl oy i,

Coefficient Uncentered Centered

Variable Variance VIF VIF . dﬁl’.ﬂ s (INFLATION FACTOR
INFLATION(-1) 0.009543  164.0760  42.32847 . ) _ . L
IMPORTS 135E-24 1539575  39.88694 O szl e Yol @iy plall
IMPORTS(-1) 118E-24 1218769  32.54162 )
REAL 0.000752  2.998840  2.859032 pia el sS O)) ean Alfall sl
REAL(-1) 0.009568  39.19572  37.06732
SAVING 204E-24 3418121  18.91524 wlad) LAY e 13,0 e JB) dted plal)
GDP 0004704 1243266  1.192299 el o e = RS
FIXED 183E-24  116.7414  17.85062 N AShe - . O e
EXPENDITURE 148E-25  319.3879 4121722 z oY e <.:"\‘9 Y G°3“5‘ O gt
c 3.193075  381.9204 NA

VIF  delae oY diwdd) cilyziadl o Jaal)
Al Glypaiall gres 80 (e B

(V) dse2 (oBlsall alal) 2 gil) LIS (V

probability d.d Laay) el e,

Series: Residuals

Sample 1991 2022 . . . R
Observations 32 e S g Lf\ LVAY gl

Mean 6.07¢-15 u_‘n!y.bd\ M\ U‘ gLy \'JAJ ]
Median -0.015951 N

Maximum 1.089714 1 1) s all -
Minimum -0.846709 = " EJ}J &=
Std. Dev. 0.435736
Skewness 0.291181
Kurtosis 3.017697
Jarque-Bera  0.452611

0 - -- Probability 0'7974749

-1.0 0.5 0.0 0.5 1.0
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) :Error Correction Regression Uail) gl Jales (A
A) ds>

ARDL Error Correction Regression

Al Julaall e Bl 5o
Dependent VVariable: D(INFLATION)

Selected Model: ARDL(1, 1,1, 0,0, 0, 0)

Case 2: Restricted Constant and No Trend L@.‘l (s.\_l H\ 4.9)_.«&5\ J JJAJ
Date: 11/15/24 Time: 19:54

Sample: 1990 2023

Included observations: 32 (_..SJJ‘ OJ‘}—‘M ‘:ﬁ: d\)\zé.y\ ¥ -

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(IMPORTS) 5.70E-12 6.13E-13 9.300584 0.0000 el e
D(REAL) -1.004070 0.016882 -59.47622 0.0000 ‘d—I}H\ JAY\ & U)b—\”
CointEq(-1)* 0.276639 0.035715 7.745658 0.0000 - -
R-squared 0.995360 Mean dependent var -0.228664 - ! ] * . S . -
Adjusted R-squared 0.995040 S.D. dependent var 6.396562 ( - U - u\ g g .,‘9
S.E. of regression 0.450511 Akaike info criterion 1.332192
Sum squared resid 5.885847 Schwarz criterion 1.469605 £
Log likelihood -18.31507 Hannan-Quinn criter. 1.377740 UJJ:‘ 4\_";4]\,‘3;\‘5 it Ll
Durbin-Watson stat 2.307644 - N
* p-value incompatible with t-Bounds distribution. . - . . - .
uJA:! AN o2 a 29 (A giza
F-Bounds Test Null Hypothesis: No levels relationship
- ! 1 S $! !' 1 -
Test Statistic Value Signif. 1(0) 1(1) (5_. ‘ - (€& 2 y\
F-statistic 5.689201 10% 1.99 2.94 - .
3 6 5% 2.27 3.28 .J\)ﬂ\ J‘A.'lb d.d;.ﬂ\
2.5% 2.55 3.61 "
1% 2.88 3.99

depdl ol @l v v s povalue 5+ YY (gl Uadll maaan Jales o) a2l

da¥) & Olsill Jsuasll polaiiad (a4 YY o sl da¥) 8 lsall Jlal maseanl daglladl)

bl paal dams ellig dunga Lgily LAl Aa5) 8 Lgdde slaie¥) oS bl dagina Ly . Jashal

Jrre (Ao 523 jaw 5l are g Al bl pa gdn Lo @lliy Jughall Ja¥) 6z 35l
Aaaldl) Joll b dualsy il
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O %39 i 5l charial) o) 6l % 99 g5las 1- squares  GJARDL Tt pad il

EC = INFLATION - (0.0000*IMPORTS -0.8988*REAL + 0.0000*SAVING +
1.0195*GDP -0.0000*FIXED -0.0000*EXPENDITURE + 16.4146)
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