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Summary:

This study examines the impact of exchange rate shocks on inflation in
Egypt. The research found a positive relationship between the exchange
rate and inflation in many economies. When the exchange rate increases
(i.e., when the value of the local currency declines against foreign
currencies), imported goods become more expensive, leading to higher
domestic prices and an increase in the inflation rate. This aligns with the
concept of the Exchange Rate Pass-Through Effect, where higher import
prices contribute to inflationary pressures within the economy. The
Exchange Rate Pass-Through Effect theory suggests that an increase in
the exchange rate leads to higher prices for imported goods, which in turn
intensifies inflation in the local economy. The study used the
Autoregressive Distributed Lag (ARDL) model, and its forecasts indicate
that the variables will continue to move within a certain range, with
potential increases in cases such as inflation. These forecasts are
important for making long—term economic and investment decisions. The
results predict that the economy may face long—term challenges, including
rising inflation.

The study recommends reducing dependence on external debt to alleviate
pressure on the local currency, stabilizing the exchange rate to attract
foreign direct investment, supporting exports by improving the
competitiveness of local products, and enhancing domestic production to

reduce reliance on imports.
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Date: 12/06/24 Time: 18:
Sample: 1
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S.E. of regress 0.642¢ Akaike info criterr  2.011C
Sum squared re 13.222 Schwarz criteri  2.100€
Log likelihc ~ -32.18€ Hannan-Quinn crit ~ 2.041€
F-static 3.678¢ Durbin-Watson ¢ 0.5532

Prob(F-statis 0.064C

Estimation Command:

LS LOGIN C LOGEX

Estimation Equation:

LOGIN = C(1) + C(2)*LOGEX

Substituted Coefficients:
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Dependent Variable: LOGIN
Method: ARDL
Date: 12/06/24 Time: 18:09
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Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): LOGEX
Fixed regressors: C
Number of models evalulated: 20

Selected Model: ARDL(1, 1)
Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*
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S.E. of regression 0.393510 Akaike info criterion 1.085790
Sum squared resid 4.490645 Schwarz criterion 1.267185
Log likelihood -13.91553  Hannan-Quinn criter. 1.146824
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Autocorrelation Function. ACF -

Partial Autocorrelation Function. PACFe
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ARIMA (0,1,0)

ARIMA 7 igai ilis
LOGIN LOGEX o)
)
0.0 0.0 Prob.
3.2 5.7 T.statis.
0.03- 0.05- Adj. R2
1.5 0.4- AlIC
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dupal) Cpdian Gaiil) cdaldd) dls yal)

adailll [ i pall s | Add
2.902692 | 2.117248 | 2024
2.905842 | 2.102076 | 2025
2.919932 | 2.083647 | 2026
2.932942 | 2.073196 | 2027
2.907573 | 2.056087 | 2028
2.942878 | 2.040844 | 2029
2.954284 | 2.02681 2030
2.962826 | 2.034266 | 2031
2.949773 | 2.022331 | 2032
2.950322 | 2.011175 | 2033
2.953097 | 1.991947 | 2034
2.943593 | 1.9803 2035
2.948537 | 1.976692 | 2036
2.932067 | 1.978385 | 2037
2.934307 | 1.980165 | 2038
2.933099 | 1.979445 | 2039
2.935486 | 1.972044 | 2040
2.932016 | 1.967585 | 2041
2.958052 | 1.968024 | 2042
2.979215 | 1.964986 |2043
2.99458 |1.966275 |2044
2.98714 |1.971952 |2045
2.964443 | 1.972814 | 2046
2.98687 |1.976411 | 2047
2.987697 | 1.971707 | 2048
2.974476 | 1.962729 | 2049
2.973742 | 1.948875 | 2050
2.977011 | 1.949494 | 2051
2.995805 | 1.951683 | 2052
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VAR Lag Order Selection Criteria
Endogenous variables: EX
Exogenous variables: C
Date: 12/04/24 Time: 21:10
Sample: 1 34
Included observations: 31

Lag LogL LR FPE AIC SC HQ

0-101.5818 NA 43.83026 6.618179 6.664437 6.633258
1-69.58457 59.86574 5.933782 4.618359 4.710875 4.648517
2-68.29211 2.334776 5.825363 4.599491 4.738264 4.644727

412272 5.33817 4.51131 4.69634 4.57162
3-65.92536 2* 1* 3* 4* 9*

i pall i aly S g sUa) ) 38 JiaY) )

VAR Lag Order Selection Crite
Endogenous variables: LOGI
Exogenous variables:
Date: 12/06/24 Time: 11:
Sample: 1
Included observations:

L Lo I Fl A N F

-27.296 N 04121 19515 19986 1.9662
14999 78.7594 0.0238 -0.8965 -0.8022 -0.8670
16.735 3.1129 0.0227 -0.9473 -0.8058 -0.9030
18.424 29114 0.0216 -0.9947 -0.8062C -0.9357%
19.596 1.9398 0.02147 -1.00665 -0.7709 -0.9328
20.017 0.6675 0.0224 -0.9667 -0.6838 -0.8781
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VAR Lag Order Selection Criteria
Endogenous variables: IN
Exogenous variables: C
Date: 12/04/24 Time: 21:12
Sample: 1 34
Included observations: 31

Lag LogL LR FPE AIC SC HQ
0-104.3578 NA 52.42713 6.797279 6.843537 6.812358
6.61712 44.5192 6.63361 6.72613 6.66377

1-100.8211 0* 2* 9* 4* 6%

2-100.3947 0.770195 46.21749 6.670628 6.809401 6.715864
3-100.1198 0.478934 48.47146 6.717406 6.902436 6.777721

aduail) aly & gl pUay) ol 80 Jia¥) aaall

VAR Lag Order Selection Criteria
Endogenous variables:
LOGIN
Exogenous variables: C
Date: 12/06/24 Time: 11:46
Sample: 1 34
Included observations: 29

Lag  LogL LR FPE AIC sc HQ
0-29.70393 NA 0.486588 2.117513 2.164661 2.132279
16.9721 0.27809 1.55788 1.65217 1.58741

1-20.58926 5* 9* 0* 6* 2%

2-20.15713 0.774852 0.289358 1.597043 1.738488 1.641342
3-20.00956 0.254430 0.307194 1.655832 1.844424 1.714897
4-19.47681 0.881788 0.317797 1.688056 1.923797 1.761887
5-19.41837 0.092709 0.339995 1.752991 2.035880 1.841588
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Date: 12/06/24 Time: 21:48
Sample (adjusted): 2 34
Included observations: 33 after adjustments

Autocorrelation Partial Correlation AC PAC Q-Stat Prob
@ | I 1 0207 0207 15499 0213
[ o | I 2 -0.092 -0.141 1.8681 0.393
0 I I 3 -0.184 -0.142 3.1725 0.366
[ = | | | 4 -0.156 -0.105 4.1409 0.387
g I I 5 -0.073 -0.058 4.3601 0.499
adaaill S0 ol ) Al
Date: 12/06/24 Time: 22:11
Sample (adjusted): 1991 2023
Included observations: 33 after adjustments
Autocorrelation Partial Correlation AC PAC Q-Stat Prob
l l I 1 0.028 0.028 0.0275 0.868
I I I 2 -0.020 -0.021 0.0429 0.979
I 1 I 3 -0.257 -0.256 25803 0.461
I I I 4 -0.002 0.012 25804 0.630
| 1 | 5 -0.066 -0.081 27607 0737
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dipall aw piid ARIMA 7354
Dependent Variable: D(LOGEX)
Method: ARMA Maximum Likelihood (OPG - BHHH)
Date: 12/06/24 Time: 21:49
Sample: 2 34
Included observations: 33
Convergence achieved after 121 iterations
Coefficient covariance computed using outer product of

gradients
Coefficien
Variable t Std. Error t-Statistic  Prob.

AR(1) 0.603363 0.075802 7.959754 0.0000
SIGMASQ 0.032021 0.005610 5.707560 0.0000
0.09041

R-squared -0.017247 Mean dependent var 2
Adjusted R- 0.18017

squared -0.050061 S.D. dependent var 3
0.46854

S.E. of regression 0.184627 Akaike info criterion 8
0.37785

Sum squared resid 1.056704  Schwarz criterion 0

Log likeliho  9.7310 Hannan-Quinn crit -0.4380
Durbin-Watsons  1.8656

Inverted AR Rox
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Dependent Variable: D(LOGIN)
Method: ARMA Maximum Likelihood (OPG - BHHH)
Date: 12/06/24 Time: 22:12
Sample: 1991 2023
Included observations: 33
Convergence achieved after 12 iterations
Coefficient covariance computed using outer product of

gradients

Coefficien
Variable t

Std. Error t-Statistic Prob.

AR(1) 0.028725
SIGMASQ 0.246507

0.146032 0.196703 0.8453
0.076244 3.233112 0.0029

R-squared-0.001056
Adjusted R-
squared-0.033348

S.E. of regression 0.512260
Sum squared resid 8.134718
Log likelihood-23.71934

Durbin-Watson
stat 1.902351

0.02133

Mean dependent var 9
0.50392

S.D. dependent var 6
1.55874

Akaike info criterion 8
1.64944

Schwarz criterion 5
1.58926

Hannan-Quinn criter. 5

Inverted AR Roots

.03
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