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The Impact of External Shocks on Inflation in Egypt

Abstract

All countries of the world have been exposed to many shocks in
recent years, which vary in severity and extent of impact depending
on the institutional conditions and economic structure of the country.

Which resulted in huge losses in multiple aspects and huge financial
costs to confront the effects of these shocks, due to the resulting
negative economic effects such as high inflation rates and a decrease
in the volume of exports, which led to an increase in the deficit in
the trade balance, default on debt payments, lack of financing, and
the destruction of infrastructure in case of war and conflict shocks.
The Egyptian economy is linked to many relations with all countries
of the world, which makes there many financial, commercial,
political, and price channels for transmitting the impact of external
shocks.

In this context, this study aims to analyze and measure the impact of
external shocks on the inflation rate in the Egyptian economy during
the period (1990-2022), relying on the Vector Autoregressive model
(VAR).

The study focused on a number of the most important external
shocks: global oil price shocks, global financial shocks, shocks of
the global spread of epidemics and diseases, and political instability
shocks. The results found that there was a negative impact of
external shocks on the inflation rate during the study period, and that
oil shocks were among the most influential shocks on the inflation
rate in terms of their persistence.

Keywords: external shocks, inflation, Egypt, vector autoregressive
model.
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