61-33 (2021) — Jo¥1 suall — &5 deadly S el (A3 Lar ¥ oslaolsdl 2paitd] Al
Lagdasill gyall aall

(Graaal) AuaiBy) b S0l Jira daloas Ll b
(2019-1980) s5dl) J¥a
* i) ) gl

udls

Transmission JU) 3L aaladiul § 5008l Jaes dulaw Zoleliy 5 )8 gaa JLad) ) Zul jall Caags
GSLA.'\ BILCIP) s&,ﬁa.‘\ Alaidy) Lﬁ“—‘j\ a8y pe Gl il Jov  Je panll bl Mechanism
SLEYIS AN Apabay ) il yaiall (ams e 3238 Jaea i1 28 jeal (5 jaall Cilay jall 48 ylay damia lasi)
YA s pemall SLaBY) b aall il e cdhally Gdal) JleaY) aall il s i) s LY
Loyl b A Aale s ld (JUEn) AN aslal) Jana o 3 A yall e Ala gy, (2019- 1980 3 yiall
Galall 5 Lty Y15 Lilanl g sina e 258 o Eaall bl e sl Jaee il ‘L;)mn
u.\M @.\Aﬂ\ ‘;LAAY\ ‘;Mj\ G\U\ éc saalall dJ:.A ).ub U‘ LS aanlall dla.d M.a.n.\n_} O ).\c @.\sﬂ\
el Jame il aladin) 8 &5 (a5 o5 el LBy 8 allaas i) A1 2ad 3230l Jana o d‘ daa
Las ciinnn () 5Sam (M1, M2, M3 &siil) Cllleay) sl dpsil) Al sl lingiadl) Lo il
A i) 5 S Loadl a5 o3 (pas i) SLaBY) 3 sle JS skl Audand) el i ) (535

Slatdy) 8 palal) Jaxa

The Effectiveness of the Interest Rate Policy in the Egyptian Economy
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Anwar El Nakeeb
Abstract

The study aims to test the extent of the ability and effectiveness of interest rate policy and its use
as a transmission mechanism for monetary policy to transfer changes from the monetary
economy to the real economy. Multiple regression models were estimated using the least squares
method to know the effect of the interest rate on some macroeconomic variables such as real
investment spending, real GDP, and the real demand for money in the Egyptian economy during
the period (1980-2019). The results of the study concluded that the interest rate as a transmission
mechanism is of weak effectiveness in the Egyptian economy, so the effect of the interest rate on
the real demand for money is statistically insignificant, and the real private investment spending
is not flexible to the interest rate, and the effect of the interest rate on the real GDP is very
weak. Thus, the interest rate is a disrupted transmission mechanism in the Egyptian economy, and
therefore the use of interest rate policy to influence the monetary policy intermediate targets
(especially the monetary aggregates M1, M2, and M3) will be weak, which leads generally to
the weak effectiveness of monetary policy in the real economy. Hence, there is great importance
for activating the interest rate mechanism in the economy.
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Modell: LOG(INV) = -2.8 - 0.02*] + 0.68*LOG(Y(-1)) + 0.45*LOG(CR) - 0. 19*LOG(P( 1))

Variable Coefficient __Std. Error t-Statistic ___Prob. z25aill 33 T Llan VT juladl
C -2.80 2.49 -1.12 0.27 R- squared 0. 81
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Obs*R-
squared 0.80 Prob. Chi-Square(1) 0.37

¢ YT Ol Gl 2] ARCH JLEAT #305
F-statistic 0.32 Prob. F(1,35) 0.58
Obs*R-
squared 0.33 Prob. Chi-Square(1) 0.57
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Variable Coefficient  Std. Error  t-Statistic
C -2.63 0.75 -3.49 O OO R- squared 0 97
LOG(Y(-1) 1.179 0.06 20.83 0.00 Adjusted R-squared 0.97
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