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The Effect of Exchange Rate Changes on Economic
Growth in Egypt

Abstract

The relationship between the exchange rate and economic
growth is an important field that must be focused on both
developed and developing countries. As the exchange rate plays
a central role in trade and contributes to determining trade
policy, Also, Incorrect estimate of the exchange rate may have
negative effects on economic growth, as the exchange rate acts
as an international price to determine the competitiveness of a
country. It also contributes to directing production and spending
in the local economy between foreign and local goods.

This research aim to estimate the impact of changes in the
official exchange rate on economic growth in Egypt, The
research used time series data for the period from 1990 to 2022 .
We used The Johansen cointegration model and vector error
correction to determine the impact of exchange rate changes on
economic growth in Egypt. The research depended on
explanatory variables such as gross domestic product (GDP) as
a dependent variable, the official exchange rate, the external
balance of exports and imports as a proportion of GDP,
inflation, and trade openness as independent variables.

Keywords: Real exchange rate, nominal exchange rate, official
exchange rate, economic growth, gross domestic product.
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Massachusetts Boston, ScholarWorks at UMass Boston, Financial
Services Forum Publications. Paper No. 19, p.19.
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13Hamida, A, and others, (2018), "' The Effects of Currency Crises on
Economic Growth: A Dynamic Panel Data Analysis™, International
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- Habib M. Michael, (2016), ** The real exchange rate and
economic growth: revisiting the case using external instruments™,
European Central Bank (ECB), No 1921, p-p. 6-8.
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o (o) elal) dakia b o Aaill 028 o Ao Ju Lo 985 2 (e dujf dad A
Dag Y ol eladV) 313 Bl cllia Ja
o il Al Gllal) cul€ 1) dade e ALl juawl) dags o) V)
ehal DA (e ¥ ol aag is @llia IS 13 Lo aSU e Y A Basy y3a

: IS @iy = 3gaill il puxia iy (s Lol

£ sl clyuiia iy 0sSa HLER1(2) san

Ehedd Sphle Sl Gafe LIV 1) 5
A 1™ difference [y (3,8 level gl
Non Trend & Intercept Mon Trend & Intercept
intercept intercept
R
-1.95247 | -3.568379 | -2.963972 | -1.952066 | -3.587527 -2.960411 te =
da B el | -8.227022 | -8.046905 | -8.073875 | -1.218810 | -4.182002 -3.295353 gdp.
Ja B e ke, | 4000789 | 4200056 | -4.136998 | 1.258065 | -2.202935 -0.196835 ax
i @A e dogue | -6.950101 | 6795302 | -6.890154 | -1.749363 | -3.010001 -3.021338 i
da B e Al | 5367324 | 5222120 | 52520866 | -1.263027 -3.415954 -2.660530 b
Ja @A e dugwe | 4412536 | -4.346940 | -4.453002 | -0.835961 -2.358371 -2.252040 t
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(i, t, b, GDP, ex) <Ll 8 Bang D% dag 4 Galud) Jgaall (e el
Anieg akald (o (ggially anially abldll ae (ggially abldll ao (ggieall (S
daaddl Glilll o Jliel (Sar g cdisunall e 5S) Adpaall t o) Cus
e ds¥) Gl (A Sl Canpialg Baag pda Lgr gy ASle 2 (i) (B
t ol Cun Jo¥) @yl die Basg jda L 2as Y Gllll o) (6] 4aially alalal
Adpall t e 5S) Al
&) Jalssl) 2/3/5
Sl JalS) Laal 5 Aassied) R pal s smibadal dngie e
end) o @il JalSal) gaadl g ,d liag
sie Jayal) @l gia3 385 Aasll Lt ope ALelSie il priall (55 ) @1
Ol ) ds¥) @l aie bl e ol Cus Basgll s jladl
Js¥) Gl (g Al ad (e ALalSia il
sl Alula ) i aaadl A o 5 136 JBlsdl ) Laal .2
Biae 3 o) () Bany i o ggint mlull zasaill (8 50l
Aol Judlad) il patie (g e JalSS dgag ade Tl diag
{ JOIS Slsd) il LA sy cmnaa eSalls 7 3al
Alsd) Lt JLasl(3) Jgaa

Syial) die Blod) Aol i LIS
Non Trend & intercept Intercept (S 5inall
daall audl)
-1.952066 -3.562882 -2.960411 2l
%5 yic
U
-4.609779 -4.452674 -4.529992
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pbl ) ae ssisall 2o B s sl o) Bl Joaad) s iy
Lyl o)) 8) aatiag phald 9 (srisally Aaially adal @l pa (ggiaalls
S8y imall aie e (L) Fasaill (Flon ) Sias (385 08 S
bl Gn e JalS @l o) e L

ols (Spuall claysall diyh gk 3/3/5

I Gl I Lgdgas o) Ay A Jg¥1 (B all die §jiiee Aaslead) culiladl ¢
) Joaall elay Wiy (gyrall Clasyal) sl il o5 o

Js¥) @l 28l sy ail (4) Jsas

prob t duilaal Glaaal) Uadl) Cilalaal) Al cyaial)

0.75 -0.32 0.22 -0.07 dEx

0.10 -1.67 0.13 -0.22 dB

0.43 -0.80 0.06 -0.05 Di

0.32 1.02 0.05 0.06 Dt

0.93 0.08 0.28 0.02 c

*(0.00) -3.87 0.20 -0.87 U(-1)

0.38 R-squared
0.26 | Adjusted R-squared
1.54 | Durbin-Watson stat

0.02 3.12 F-statistic

%5 (s5iee die Lilan) Cilabed) Ligina i * Adlal)
s dt, dI, dex, db clpuaiall o) Lasg (3al) 3a)s dlabeall culily £ES ae
e L a5 %26 g5l Adjusted R—squared ) WS cLilas] doging
ke e eluatll 2ujle ol da) 2 N cpliil) 8 il aoe olla f A
p Ul OSal Joaall 2ah ale ol 32T aag ¢l @ild pre

Fite sl Jo¥ i) 281 ams 2 2saill i (5) g
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Prob t 4dlaa) Gl Uasl) laleal) Al cyial)
*(0.00) -4.04 0.51 -2.07 dIEx
***(0.09) -1.72 0.03 -0.05 B
0.87 0.17 0.17 0.03 Dli
**(0.03) 2.17 0.68 1.48 DIt
0.50 -0.69 0.16 -0.11 c
*(0.00) -4.67 0.05| -0.24 U(-1)
0.59 R-squared
0.51 Adjusted R-squared
1.82 | Durbin-Watson stat
0.000 7.26 F-statistic

%5 (s5iee die Lilan) cilabed) Ligina i * Adlal)

ol Cpall jaw o Gl Jgaal) e ey sy Slesll 340 ey
) ) e dai€ Syl cihbaall calal ilsilly cglatll £ By
Dl dlia o LS L jpaill Ja¥1 8 Lilas) digiee Chtie o SlaaY]
Bl o) s Jlaa¥) sl mililly (€X) ool Cpall jan G dausSe
Sea¥l sl m3lll 8 Galiasl ) (535 sasly ddadhy el Cipeall jan
il il () (el Z e oy Lyl dDe @llia Lyl ¢ddais 2.07
1.48 A Asall zslil) sy ) (g5 Aoty (gylail) - liady) 5alijd  laaY)
U aaa alayy (ladll ~LaY) saly s 48 kil xe (Gl Lo sag ddad
CJSS Hlaall aaa 8 Bl A Jlaal) sl

Oe BaS Sylglly chaball Al Ol o ke Al @l L
Sl s 5 um L Jea¥) sl iy (b)) Mea) sl bl
e Qllall 53l ) (535 Lee Ldadl) aliall e (e B
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2024 - Js¥) sl - 38 alaall 4t cilu jal) 5 & gagll dpalal) dlaal)
654



S 2aal A Jgeaa L

A 392y o Ju L gty Al 43,1 Lglalass Liliaa) igins U(-1)
) rially Aldicedd) eyl Jaghal) JaY)

S ahaall e %59 o) S L sa5 %59 gl R-squared o LS
Gaad ) sl ) e (Seal) aall mll) gl ) 8 G
L sy Lilas] Ligies L) Fostatistic o LS il @il
sl Durbin-Watson stat 4dlaas) o) WS (S G..JJA:\S‘ dgina %;\ i
Aaledd) sS85 cbhuatiall G (A1 Blo) g Y ol G Losay 1.82
: Al

DLGDP = -0.11 - 2.07*DLEX - 0.05*B + 0.03*DL| + 1.48*DLT -
0.24*U(-1)

Adieaal) Gl paiall G el moaiat 23— 0.24 & Al U ) dads
oy a4 Cum BN Y Jgeasll daghall a1 8 &bl usidlls
bR 58 Jashal) JaY) 8 Wneae cliall (Y @lyaiall s3a il

L) JSlial) oo il 4/3/5
Y ol duld ISl 7 3saill 13gy angy Ja Lauslidl) JSLEA) (o (RS (g 2
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okaa) o Al ACad) L ¢oulal) Cadias) e Al duulal) ACaal Y
LA Ly
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Series: Residuals

Sample 1991 2021

51 T Observations 31

4 Mean -2.15e-17
Median 0.016980
Maximum 0.680622

34 — Minimum -0.625071

Std. Dev. 0.320959
) Skewness 0.068139

1 Kurtosis 2.748392
1 Jarque-Bera  0.105759
Probability ~ 0.948494
0 ‘
-06 04 -0

T
2 00 02 04 06

ddy (KA (e
ol () o Asltl il ASaA) .2

Heteroskedasticity Test: Breusch—Pagan—Godfrey (6) Jsas

0.0211 (5-25)Prob. F F-statistic

0.0318 | (5)Prob. Chi-Square Obs*R-squared

i 138 %5 (e Bl calS 131 prob ) s culall Gaa) Al (ulal
dsaall DA (e il e g8 dawlid JSLe 259 ade a5 aaall (s Jod
auld JSUie dgag ade () i L 585 %5 (0 JB) prob o cua Gl

2024 - Js¥) sl - 38 alaall 4t cilu jal) 5 & gagll dpalal) dlaal)
656




S 2aal A Jgeaa L

‘;"1\..35\ L\,\EJ‘}“ JLC\';\ 3
S Bl V) laa) maass Jean b Lasds

Breusch—Godfrey Serial Correlation LM Test (7) Jss

0.9240 (2,23)Prob. F F-statistic

0.8993 | (2)Prob. Chi-Square Obs*R-squared

O SN B agag st S e 585 %5 e S prob o) Ladlall
sl

dodal)l —6-
il 1/6

e ) Gy all peas Bl A s e Guadl ia oL
2021 s 1990 (e 55l Dls G ly 5 ian b solai)) 5 il
el ZLaily o) Cipall jew o sl a2 g
e (Al =l e &S @lylg By ahalall sl all 3lgll
il dlia o) LS pradl) dal) 8 Tileas) Logine clyiia
O s Jlaa¥) sl mililly (eX) eyl oyl 2 o Ap e
Bl 8 pamless) N g5 saaly ddady el Ciyall a3l
ey s onh A8ke dliia Ly (d b 2.070 Jlaa¥) el
$25-5 Adaiy (gylaall #Laay) salii  Jlaa¥l ) il (1) (gylaal
oAbl e gk Le g9 ddas 1.48 N sl mslall saly
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