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Summary

We are explain in this study, confirmation the vital role of
interest rate, which make it in national economy, and study the
mechanism of interest rate determination, and it's important role
on exchange rate. Where it confirm that, determine interest rate
according to economic circumstances, has a great effect on
achieve exchange rate stability. Where, we explain the important
of interest rate, and how it determine, and important
determination affect on it.

Also we confirm that, interest rate was determined in
Egyptian Economy according to economic circumstances of
country. Where we depend on regression models to prove it, and
when study the role of interest rate on determining exchange rate,
the model indicate that, the important role of interest rate which
effect on exchange rate. It is certain with the hypothesis which
assume, the mechanism of interest rate determination affect on
achieving the stability of exchange rate.

But after 25 January revolution, we find that the hypothesis
did not achieve, because of the so bad political circumstances.
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Stepwise Regression: DISCOUNT RATE versus DEFICIT;
DEFICIT/GDP; ...
Alpha-to-Enter: 0.15 Alpha-to-Remove: 0.15

Response is DISCOUNT RATE on 6 predictors, with N = 20

Step 1 2 3 4
Constant 2.1150 -0.4831 3.5502 1.7780
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EXCHANGE DOLLAR/EGY 42.1 41.8 37.5 38.2

T-Value 5.21 8.70 11.12 12.05
P-Value 0.000 0.000 0.000 0.000
INFLTION RATE 0.290 0.282 0.244
T-Value 5.82 8.40 6.47
P-Value 0.000 0.000 0.000
GROWTH RATE -0.64 -0.51
T-Value -4.62 -3.48
P-Value 0.000 0.003
MONEY SUPPLY RATE 0.101
T-Value 1.84
P-Value 0.086
S 2.08 1.24 0.834 0.778
R-Sg 60.14 86.68 94.30 95.35
R-Sqg(adj) 57.93 85.12 93.23 94.10
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The regression equationis
log exchang rate = 1.58 - 0.890 log discount rate
Predictor Coef SE Coef T P
Constant 1.5825 0.1118 14.15 0.000
log discount rate -0.8897 0.1046 -8.50 0.000
S = 0.0658037 R-Sq = 66.2% R-Sg(adj) = 65.2%
Analysis of Variance
Source DF SS MS F P
Regression 1 0.31315 0.31315 72.32 0.000
Residual Error 37 0.16021 0.00433
Total 38 0.47336
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Lnlt= -858 + 0.007 Ln Ft+0.022 Ln Gt -0.045 Ln Et +Vt

Dependent Variable: DOLM_|

Method: Least Squares

Date: 110718 Time: 18:54

Sample (adjusted): 3/01/2011 12012017
Included obsenations: 28 after adjustments

“ariable Coeflicient Std. Error t-Statistic Prob.
C -8.58E-05 0.013236  -0.008482 0.9544
DOLM_F 0.007513 0.0133745 0.561526 05796
DDLMN_G 0.022704 0.016330 1.390345 01772
DOLM_E -0.045505 0.012382 -3.6750585 0.0012
R-squared 0.478210 Wean dependent var 0.000000
Adjusted R-squared 0414111 5.D. dependent var 0.091496
S.E. of regression 0.070034 Akaike info criterion -2.348103
Sum squared resid 0. 117715 Schwarz criterion -2.157788
Laog likelihood 36.87345 Hannan-Cuinn criter. -2.288822
F-statistic 7.261271  Durbin-Watson stat 2102486
Prob(F-statistic) 0.001155
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In. E; = 0.000266 — 8.508339 In. I, + V,;
Dependent Variable: DOLM_E
Method: Least Squares
Date: 11/08M18 Time: 16:45

Sample (adjusted); 3/01/2011 120012017
Included observations: 28 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
c -0.000266 0176299  -0.001510 0.9933
DOLM_| -3.508339 1962204 -4.336114 0.0o002
F-squared 0.419667 Mean dependent var -0.000266
Adjusted R-squared 03597347 S5.0. dependentvar 1.2016596
S.E. of regression 0832385 Akaike info criterion 2767681
Sum squared resid 2262716 Schwarz criterion 2862838
Log likelihood -36.74753 Hannan-Guinn criter. 2796771
F-statistic 12.80188 Durbin-Watson stat 2217643
Prob(F-statistic) 0.000194
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