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Abstract:

In view of the role that international reserves contribute in times of crises in terms
of ensuring the easy flow of imports, the fulfillment of external obligations and short-
term debts, the stability of the local currency exchange rate, and increasing the
confidence of both international financial institutions, creditors and foreign investors,
providing a sufficient amount of them has become the focus of attention of
international institutions. Central banks and researchers, and the amount of those
reserves and their ratio to imports and to the amount of money supplied varies from
one country to another, according to the degree of trade openness and the size of
short-term debt, in addition to the extent of the impact of international crises on the
national economy. Because the Egyptian economy was exposed to many external
shocks and structural imbalances, which were negatively reflected in the increased
severity of fluctuations in the local currency exchange rate and the high intensity of
inflation, which prompted the Central Bank to use these reserves to limit these

fluctuations and reduce inflationary pressures, and the effect of these reserves appears
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in absorbing inflationary pressures from By securing the necessary imports for local
and export-oriented production, and supporting and supporting the exchange rate of
the local currency by offering a portion of those reserves to purchase the local
currency and prevent its decline, thus reducing inflation resulting from exchange rate
fluctuations, By analyzing the nature of the relationship between the effect of the size
of international reserves on the inflation rate in Egypt during the period 1991-2022,
using the ARDL model, which depends on the stability of time series, then the
cointegration test, which shows whether there is a long-term relationship between the
variables or not. The study found that there is a relationship in the short term between
the independent variables (interest rate, exchange rate, international reserves, total
consumption, quantity of money supplied) and the inflation rate as a dependent
variable, as the inflation slowdown coefficient, the Error correction term, has a
negative and significant sign, and the value of the coefficient of determination was
0.83, which means that the explanatory variables can explain the changes that occur
in inflation rates by 83%. The study also found that there is an inverse and significant
relationship between international reserves and the inflation rate and a positive and
significant relationship between the remaining independent variables and the inflation
rate.
Key Words: ARDL —ECM - International Reserves- Inflation- Egypt - Inflationary gap
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Level
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Level
Variables X, X, X3 X, X Y
Trend ADF -2.60 -3.17 -2.28 -5.49 -4.46 -5.58
and Prob .28 10 43 .000 .000 .000
Intercept | significant Non- Non- Non- significant | significant | Significant

significant | significant | significant

NON ADF 145 -98 2.49 1.16 =91 -43
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significant Non- Non- Non- Non- Non- Non-

significant | significant | significant | significant | significant | significant

1 st difference

Variables X, X, X3 X, X Y
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significant | significant | significant | significant | significant | significant | Significant
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Model LogL AlC* BIC HQ  Adj.R-sq Specification

33 5989023  1.104205 2.141464 1.429062 0.703269 ARDL(3,3,3,1,3,3)
17 6.043478 1169415 2253822 1.509038 0.656112 ARDL(3,3,3,2 3,3)
37 3718452 1191831 2181942 1.501921 0.696347 ARDL(3,3,3,1,2,3)
213 4687386 1193973 2231232 1.518830 0.675400 ARDL(3,2 3,2 3,3)
301 0644538  1.196928 2.045695 1.462720 0.727013 ARDL(3,2,3,1,0,3)
2542 -5.538165 1.209629 1.775306 1.386723 0.729438 ARDL(1,2,0,1,0,2)
45 1219143 1226266 2122080 1.506824 0.711381 ARDL(3,3,3,1,0,3)

289 3202673  1.227402 2217513 1.537492 0685352 ARDL(3,2,3,1,3,3)
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Y= 0L+,81Y(t-1) +,132Y(t-2) +

: ARDL 7 39w youtd5 gl Judoms -¥
P2 dsgall ARDL g 3g0id Auslud) Aalall isls
....... +BpYp)+y Xy +6X5 + .+

Y

2kl sl

ot

G lass¥] = lelas
Jelatdl elobas
Gilsdiadl Uase]l
Ui golat) datsyle ol ual Aulyudl ilpaie Jsges 9 z3gaild elay¥l &l A8 Lyuss day
ARDL (3, 3,3, 1,3, 3) z3ged ks o5 8yl lpial) o saasll Jasedl LLspyl
Jl szl e @ludl (V) Joua misly Ayl A y8 5Ly el

(1) ed o>
ARDL 5505 ot ilsi

Variable Coefficient Std. Error t-Statistic Prob.*
LY (-1) -0.063916 0.187716 -0.340494 0.7374
L1 -4.060914 1.218928 -3.331545 0.0037
LX1(-1) 4.961327 1.961314 2.529594 0.0210
LX1(-2) 5.298922 2.297841 2.306044 0.0332
LX2 -1.598603 0.394302 -4.054263 0.0007
LX3 -3.718172 1.096158 -3.392004 0.0032
LX3(-1) 4.097099 1.191544 3.438478 0.0029
LX4 0.233349 0.169989 1.372734 0.1867
LX5 -1.044985 1.325308 -0.788485 0.4407
LX5(-1) 1.482774 1.755846 0.844478 0.4095
LX5(-2) 2.361024 1.211760 1.948425 0.0671
C -35.21745 9.846284 -3.576725 0.0022
R-squared 0.830107 Mean dependent var 2.057649
Adjusted R-squared 0.726284 S.D. dependent var 0.722771
S.E. of regression 0.378139 Akaike info criterion 1.1820863
Sum squared resid 2.573800 Schwarz criterion 1.742542
Log likelihood -5.730948 Hannan-Quinn criter. 1.361365
F-statistic 7.995378 Durbin-VWatson stat 2.080784

Prob(F-statistic) 0.000068
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EViews 12 zaliy cil yiee (e Ioleiel iUl slael (0
ot 8yl Slpaall o) (o 1iag 0.83 il B aail) Jalae 2l o) G (e iy
I 59228 AL dwdll Lol 83% Ay pimsatll ¥ uae § Guoes G Sl pdall s
O Lol CUIiS 2598 Ay anatogd al 7 3gail ol Jsadl oSy Jldlg 51 Jalge 53l
e 5yud d z3gedl ol Gy 1dag 5% (e JBI Prob duid ol dus (Sgias JSS 7 390l
FE N[ uh NEVYE JUNES JEN JLAPTE L] RPO-5
(ECM las! mummsans 73 93) puaddl ¥ cdlalan pyuds sl -V
bl paally Aanad) wlaall on uadll gull 48l Al ECM z3ga yuuds ok
JU sl e wlidl (V) Jga mizsly

(Y )pddon
ECM Regression
Case 2: Restricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
D(LX1) -4.060914 0.931372 -4.360144 0.0004
D(LX1(-1)) -5.298922 1.858272 -2.851532 0.0106
D(LX3) -3.718172 0.754001 -4.931259 0.0001
D(LX5) -1.044985 0.856587 -1.219941 0.2382
D(LX5(-1)) -2.361024 0.794967 -2.969966 0.0082
CointEq(-1)* -1.063916 0.156452 -6.800284 0.0000
R-squared 0.813347 Mean dependent var -0.018863
Adjusted R-squared 0.774461 S.D. dependent var 0.689558
S.E. of regression 0.327478 Akaike info criterion 0.782063
Sum squared resid 2.573800 Schwarz criterion 1.062303
Log likelihood -5.730948 Hannan-Quinn criter. 0.871714
Durbin-Watson stat 2.060784
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(A) oddonn
Bounds Test sguzl ;Las| gl

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000
F-statistic 4.954699 10% 2.08 3
k 5 5% 2.39 3.38
2.5% 2.7 3.73
1% 3.06 4.15
Actual Sample Size 30 Finite Sample: n=30
10% 2.407 3.517
5% 2.91 4.193
1% 4134 5.761

EViews 12 zaliyy cilayiee e Iolazel it Ll sliel oo
ol o315 A5l 7 3505 e L5 o Lasdy
(%) dorx
ssladl Jo¥1 8 7 3501l Bholine il

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LX1 5.826902 1.125632 5.176562 0.0001
LX2 -1.502565 0.280648 -5.353904 0.0000
LX3 0.356163 0.244224 1.458343 0.0037
LX4 0.219331 0.156586 1.400703 0.0332
LX5 2.630671 0.745555 3.528472 0.0024

C -33.10172 7.679025 -4.310667 0.0004

EC =LY - (5.8269"LX1 -1.5026"LX2 + 0.3562"LX3 + 0.2193"LX4 + 2.6307
*LX5 - 33.1017)
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cals @Jg slandll oLyl (§ uSiais @1 IS Bl (8 o B3l yae g lasl oLy <l
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JUI! a1 3 g 3geidl Aslas oz

EC= LY-(5.8269*LX1-1.5026*LX2+0. 3562*LX3+0.2193*LX4+2.6307*LX5-
33.1017)
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(Vo) edydoax
S L jlas) wls

Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags

F-statistic 0.251682 Prob. F(2,16) 0.7805
Obs*R-squared 0.915022 Prob. Chi-Square(2) 0.6329

EViews 12 maliyy il yies (e Ioleze iés Ll slael o0
(V) pddoss

bl il pue s mls

Heteroskedasticity Test: ARCH

F-statistic 0.219891 Prob. F(1,26) 0.6430
Obs*R-squared 0.234819 Prob. Chi-Square(1) 0.6280
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(VYY) pdydoun
o) aiies
7
Series: Residuals
6 Sample 3 32
Observations 30
5
Mean 4.71e-16
4 Median 0.028201
3 Maximum 0.769347
Minimum -0.559396
2 Std. Dev. 0.297912
Skewness 0.225786
1 Kurtosis 3.118483
0 Jarque-Bera  0.272445
-0.6 -0.4 -0.2 0.0 0.2 0.4 0.6 0.8 Probability 0.872648
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