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The effect of the interest rate on the exchange rate

of the Egyptian pound
Anwar El Nakeeb

Abstract

The study aims to test the effect of the interest rate on the value of the Egyptian pound, and the
vectors self-regression model (VAR) was used, using the annual data for Egypt during the period
(June 1991 - June 2020). The effect was measured through two models. The first model includes
the variables of the nominal exchange rate, the domestic interest rate, the interest rate on foreign
deposits and the ratio of foreign deposits to total deposits in Egypt. The second model includes
the variables of the nominal exchange rate, the ratio of foreign deposits to total deposits in Egypt,
and the difference Interest rate (the interest rate on the Egyptian pound - the interest rate on
foreign deposits). The two models concluded that the relationship between the interest rate (on
the local or foreign currency) and the Egyptian pound exchange rate is an independent
relationship, as there is no effect of the behavior of the local interest rate on deposits in the
Egyptian pound or interest on deposits in foreign currency or interest rate differences on the
exchange rate of the Egyptian pound. There is also no causal relationship from the domestic
interest rate or interest rate differentials to the exchange rate.
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ey Lad Bl Cayall g 53l ey AMRIL Aalad) Adlall gl s35.2014)
By ) Al Alealls wilagl) Ao 52l el 5oy ool (Lilll Al b ¢lguait Alaally
el i s b SpaY ) Yoall A ¢ L) pe ¢ SopeY) Vsl il iyl e
O Ctdil] daga pdipall B3 o Al yaesy L(Tafa, J., (2015) s)sd) dilie
Clsall (ye el (uind e aeloy ULy ¢ pedcail) kol 2S5 Coyall pens mlia
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sl la Ll Lt s Y5 (Kumar, S., 2015) les asepall e Aol iyl
.(Sarac, T. B., et al, 2015), &b e I3 ¥ Capall s o daiiyall

Blal) Jlaady Cipeall el G dsh 4S50 A58 ) ciliagi il g A Ay
B e (s Al Cibide ol Mlia o LS el culiy dubudl <y dlls
il AU (65 ¢ pueail] (gaal) b L skl (saal) e el (sd) e Capall yeug
Jola 2 ki 3 Laa edulad A8l (55 cdashall saall oy il and) z3les S5 Laa
o Cipall e Solu yasd DA (a5 .(Andries, A. M., et al, 2017) a4l 55l
sl a8 2010 by (e dlee 61 (o Al lly aladinl Al Laed) 585G e
Lsald) dloladl e im0 @l Wil san Lodad) 505l o ) deagill 5302016
O Andlly <A A5 Auy DA (e -(Hameed, A., et al 2017) capall j2ud
aSasall AN o ) colal L ouoall Jgs b 88l land (gsds Capall laud
Wle g ccgl o pa yolatiy calanzill yie Caliad Capeall jlaads 825l el (3558 G dunaadlg
(Sl LSl dsn (B pail) Gl o Gia 835 Slaad (3955 Ciyeall land @i L
53l jew b e (Shodipe, T., 2018) 4w cueeay .Deng-Kui., et al, 2018)
Dres O lady) A8l A paally ksl ASY) UL & Adal) Capeal) aw e aial
O b sl Gipall ey sl slal

Dl (s gl Aligha ADke 35a5 401Ka) i) (Sen, H., 2019) il cilglag
ciglly ¢ dilll) Ada AL (3o o) dwad 8 Cipeall jlauly adailly 5304l
O ASH e JalS A8l dlin o ) Aahal) il agig (LS5 L] caging cloaigaily
gl pSe e celld aas . (LS5y iglly doshall) olaly B Cayeall ey 350 e
Going Ligail) Laiall Glalll & A8l eda Jie asmg 2S5 Y Ll old Aokl
A Call ja Hlaliag 56w B (e JaY) dligh A Ao 2353 Yy (Lol
e shliag sylaall ) Jadal) 53Ul e B3 e olad) Lualal L ADle 2a65 .555al)
e 5lsall e i 525l e b of ) Al o3 5 LS L preadll gaall e iyl
Ciyeall bl o gam ¢ Syl Vsall Jilee Lt call dlaal) & jlarg ol (sl
Mg . olsal) G it Loie 58Ul e ud (398 ae GlE Ty (ol A e A5, aam
s Rata ) 83001 laod (g8 Chall s (R (s agny JS] A SIS
o S G Cipall Hlaad ddaadle py LS L Labud) 525U bl 3585 Cipall ja g i)
(SI, Deng-Kui., et al, 53l jlaul (398 aa o) IS @ Ll e olal)
.2019)

O Akl coand (Karamelikli, H., et al, 2020) &uas dunas Ll g
HJ uﬁ; 2003 Jﬁb—ﬁ UA bﬁd\ d\)\A L}SJ:J\ A\_AA’.@Y\ L.?A &_Q‘)_Aan R—ag EA:\\.QJ\ P
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Ligine ool Lgilg cdnlay) Cipeall jacg 835U jae (3D o sl elal < 2016
s L)) e dshall (saal e (3uls are dagy ca it Clgll By L e eadl gl e
Gadl e Gy all e e (g8 il Adaddl sl jla w8 52l (06 el G
S8 o Y ) ol ale QB e 8l e (mlisal of cum b cashal

iyl e ol ) Sl e (sl Aaall 55 el la)

Gkl o I ((El=Erian, M., 1988) duhs <yl ¢ yan oo cluadyall Luaills
Lagially Lo Jaliiadl dad giall Auiaall 2ilgall ulien dania¥) c laall Bliay) Lo sl
4l caagd (Hussain, N., 1997) i Wl .Cipall jaw (aliss) adsy Lo cal
Aol FEY) Wt 8 Gl sl 3l jew ol sl Agadl o)) gk
Auin) Ol wilagll sating yemn b cpaidl of ) (Alami, T., 2000) dessis
+dalall Al sS Gl daiall (j33S

G cCipall e e s jaw il Laakll clahally @bl Uy udag

A Gl aaes o ey ccpal) yra o 58U e 80 Ol deals 2l ) Jsagl) e

s Jag cCipall jaw Ao 53l w50 g8 Loy Al ke maail yas A

Ciluhall A8 gon b Aty - lad) o ale 8 8 da 5B sens Al g Y G il
« paa e AL el Al culd Al

L) clysiia Soles .3

aviall Cipen Jone il Lawsy Bl 3831 5 ¢(2020-1991) dahall 58 Dla

D) B e B ol 32 Jare pdyfaladial @ Gl ae calillg e EDG (paadll

S el mamgng (i) cOlaall o 5l e 4t Lagiia (greadd) anal) o 525
tAaball 358 P Cipall jes (muas dalye

@) ZSY) iy pae iy (1991 Gle & 17991 ale — LY dbasel =
ol Gy ¢ ol clifly  Jsal) 2l Gsaia (ge pey (ERSAP) Sl Casills
(Cpall e o Bal) Daacl slssall dajlia ¢ AoIaly ca)lal I Gand elu]
Aalleas ¢ lea) clasin o il L€ cladlal by cadiaill (o aall gaail
gl 138 cpauatg ((Subramanian, A. 1997) dleall jhgia) (gaaail dlaall ciladla)
Copall jau allai oal) & 1991 b i iyl jans dmgiy 3l laud s
5o Goaill Alalill AT ) Cangll Sy e zsate Ciyem allaiy allasiady saxial)
s pedl BB jra aladial @y . (Riad, N., 208) Lyl dleall bl Olaa
(Al g Uil s cul€ (J6¥) . Capall aad ity GLES @llia CulS s cCapeall
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1991 il (& . Gsudl U8 (e 833m0 336 Jlanls Bale gt Ak Hlasw ) gl
CaLEY) san Slal) Al S LAY (3 ity sy B and duaw ) 350l ad)
Al daclall ABSH iy ¢ gl e 1993 51992 sle b palally alal e Usil
sis (Subramanian, A. 1997). &Ll YR pumasi & Cipeall saa Y
i B9 (1991 ple auia 3.1 ) 1990 sle 4xin 1.6 (o iyl jaus ady Jailly
~1992 s5ill PAa Cipeall jree a5 % 19.7 N %12 (o 53 yaus gy o3 55l
lag of () 1992 e (o 823Ul e (maids Alaje cilag Lana 3.4 xe 1999

. (World bank, 2020)2000 »le %10

48 ) Gpall e pllad Caiial sale) 502003 Ay (82003 ple i Ll da el =
iyl Jana iy cipeall jrad Base Gl e g ball e RS 255 ¢ )k pages
o BBl jaw it 5 gl @l (Pl 2003 ale 5.9 112002 ale avia 4.5 o
Yoall e 3l yaa aladiad 235¢2015 1) 2002 sl DA Ly %10 xie 4l
GAl gyl Glll sy Bay lgmitas oy 5 <2007 ple Wi cileas of () Lgady 5 Cam
& %8.1 2gaa vie anlh by allg ¢ Yeall e 528l jaag Asal) 53U e (g
.(CBE,"ZOOS, 2010, 2015) 2015 12008 ( %9.5

o) 2l (Boriea ae L) yan Cuady 2016 uadg 412016 ple LGN syl =
«Extended Fund Facility (EFF) sacdl Gsriall g ) & Slsine SO Lghae
ALY il Balaiasly Jalil) saill 303a3 Jal e saleai@Y) ZOlaY) zalin aca
oY) el Claba daja 351 bl (g dvial) Cijea Jane (anidd OIS Cus (S
2016 ale dlgs 4n 10 (e asiall dad (20035 Jedll 39 (IMF, 2017). galaiy)
SN 2016 ale Ll %12.9 oo Lad 525U e a8y £5,2017 ale 45a 17.8 )
Blgall Gaaas Alay oy o5 s Voall ddlaghl e 53 ady &3 WS 2017 e %18.3
2020 555 5 9.75 L) £2019 ale %14.5 L) cuminil Gus 2018 e 2y
(CBE, 2020)
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Gun (1991 ale Lgig )3 Alaadl Pla) dilee Jsmy pad cdaial) glagll Gageaiag
s s e (S5 %59 sad @il Jlea) I dnY] mu gl das il
(o a8l Alaall Plal dbee sy 1991 sl agially wlagh e 525l rs g apual
1.@_1\ \}\ 42001 ?L‘: LS)A\ c),q t\mj}“ g_mj\.: 5 62000 ?l’; \.@J LS}WM ‘_5.\.5\ A:J\ L_\LAJ U\
md&\ ‘_,’J\ Lg);\ b)Auabz;.:\}[\‘_gg_a\me.u/027 L_ulag_u;s2004 L@lw@d\ s_ud.\
s Sl & 2017 flo ) B Sle & (%15) 2016 5 2015 il Lo
die sd_gLA\ 5 ) Sy . palaady) Al d.m 2004 < Jull L) (AR G..aﬁ\ by
il Adeal Jl ol 3 1) A ondl il Sin (2016 ple Alaal) dad (il
2020 ‘9.\.1‘9.1 bﬁ %15 é\ uLA_g u\ ‘;\ th Az ua\.m‘)]h u\d.\ f‘-’ 62017 (a\.::
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g isal) cisass .4

2020-1991 85l A ead dusiadl bl ladiuls VAR #3501 48 )5l 3l
i o dalddl aluhall adaas coadel Cus LAl @laie Gu A8l Ll
leatls <vector autoregressive (VAR) ilga NP K I RE—— M
Goldfajn I, et al ,1998, Dash, P., et al, 2010, Peyavali J, et al, 2014,
Basurto, G., Ghosh, A., 2001, Dekle, Hsiao, and Wang (1999), Berument,
D8l Lasl VAR z3sah mawss H. 2007), Kim, J. K. & ratti, R. A. (2006)
lede Gy Y adaly chaie gl e chund) goes daley Gas il G zoaial)
e O DLl Al Ay sl e Jana Laae cdnla@y) Alaill e 2Ly Al DI
Aaia) @il Ay ¢ yema o Aain) @lasl) e 5 jeass o) 83 ey eyl
b il 4D el ¢ SIS ddadlsy z3sall 138 gkt wg . adlasl Jlea) )
axiall VAR 48 (peuats L aaeiall diedll (edladl (pn Jolisal) slaie¥) cala ) oz 3gall
().\S\ j\ u).\a_m) L_U.u_mﬂ UAAA_\ACAJALUJ Lu\é\;.m‘\x.lsu_uug_u; ‘5\\.3.“ J\J;.N\
Merza, ) aall juxiall eUa) ad el ) cuilall o adl G laatV) 3dS iy
e S alay) L_U.u_m Lda 4 galall Mgl gl aaing (E., 2007: 47-48
Lalar®y ) lplaill ads Le Wlle el aag . ulpaiall (o 38l dass & Lol ibyplail)
LNA.\MN\ d_..d;.a Qean cba:\\ NG Y PH{ Y ds 2aah @L\.\*A uhua\_s.a (a_.giiﬂ 43\515 ﬂdJ\ ‘;!
eLa) &3 il L Hlls Gal) el s e A chaid) eels Ga il
4adal (VEC) asadl s ety (VAR) asiall S jlaaty) Jie 4dSe e malic
L 8aleg .(E Views 8 User’s Guide Il, 2013: 553) clysiall (o0 2aall o 4830
Gllad Salisall 50 andy Al jial) duiajl) Jedladl dadal sl VAR alasial 2y
JS llas 43 ASgl) dadaill dals @l Cad VAR lls iy hpaiall s e dlgdial)
i) 8 Dl clpuanall abial) adll A plaill 6 Al e

aall palg Nominal Exchange Rate—-NER  _au¥) Cayall jau aladiul o

i Al ) casw ellyg L (Hnatkovska, V., Lahiri, A. & Vegh, C. A., 2008)
o w Lavie dal)l Cayeall e addig (b uxie) Ciyal) jaw o 53 e
Aasial oy o (JBe e Cipall e o) ) @AY chaid) e iyl jan
, (Ebiringa & Anyaogu, 2014), sVl L s sxldll , .
, (Wllson & Sheefeni, (Hameed & Rose, 2017), (Hamrita & Trifi, 2011)
& WS « ( Basurto & Ghosh, 2001), (Karamelikli & Karimi, 2020) 2014)
, (SI, et al., 2019), (SI, et al., 2018), (Hacker, et sxL__4l Dbl (358 alasin
Lo pladinl 5 WS ¢(Shalishali & Ho, 2002) .al., 2010) , (Alam, et al., 2011)
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DY e e Auball 5 G L Gle sl il lea) L) il gl
sl 2l b

(INT (d) ) ol 525U aay ((EX) Cayal) sau e sSing Jo¥) zasaill =
@\J}l\ GJLQ;\ c.sj\ 4..\.\.\;‘}]\ @\Ajﬂ MJ c(lNT (f)) 4.3,\.\,:‘)!\ sailall g ¢
.(DEP (f) / DEP (t))

S lead B 2iaVls aall 53U e Jlasind &5 ¢ SE z3gaill g -2

Ldaall 323lall) 323l jaae 33 o(EX) Capeall jaes AU 2 3gaill Gasaly Sl

s (o Disie Lot Aia) wilaslly o (INT (d) _INT () (Luia¥) 550 ~
.(DEP (f) / DEP (t)) gilasl

(Hacker, R. K., et al, 2010) J& (1 desiioal) zigaill Ciliialge 485l 0da g
(VAR) SR anY) B g iy Audyall Claal aDI Lghaas o5 (81,

Ye=A1Ye 1+ ApYep + Bx + &

..... Ap, Ay o)Al chaanall e d o xp cdalalall chsndl daie K sy das
e 3\4.1}4\&\ Gleaall aatia & ‘\A).m?u ujﬂ:ml\ Eolaladl) a_\\j}é.‘a.a tsk’ and B
38 oSl ) qulall e el pal x> its lagged values yabliall lgaiy ddasiyal)
c__m;j E);L\.d\ rg:u:ﬂ alla EL) ‘._'AA\J alia ds VAR GJ_}AJ @J .w_).m ds.uu 4.E.u‘),« u_gS.a
L elan cillaall e el sl e (A and il il s Al clysnd)
E Views ) dicie s OLS aass el 4S5 Cuinty Laa ¢ 21 juxiall saliall sl

-(2013: 553 <8 User’s Guide II

Z\Mb-ﬁ‘ QU‘\SSJ 3,\;6.\.4 -5
J¥) gisalll 1-5
C(EX) oyl Sl @il ¢y 30Dl G alasl) JSAN JY) £ 3saill sasy
ran b Lua¥) adlaglly Luiall sl Ao 53 jeus INT(d) ladll 53Ul s
JS8 Caay (Sasg -DEP(f)/DEP(t) ailash Jaa) N daia) adlagl duass (INT(f),
;S ad) e VAR z3sall 2adl e jieadl
Ye=Ao+ A1V YAy o+ F ApYep T &
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Cua

ve = {EX, INT(d), INT(f), DEP(f)/DEP(t)} is a (n><1) vector containing each
of the nvariables included in the VAR.— A, = (n1x/) vector of intercept terms
— A; = (n~xn) matrices of coefficients— &, = (n1x/) vector of error terms

3 padiadl Ciyeal) e o aSEI Gy b e sl I8 8 puiall plasial sy
EX 8 52U (8 &5 (e - (greme s 1 = ¥50 %00l cdaall dlaall LaiaY) dlaal) Jona
s Grad) inll Aol [aliddl e EX dad (alidily (spadll aviall dad ¢ Uyl e

Unit Root Test saagll jia sl 1- 1-5

Non Stationary syl e a3l dedbad) of Aawlid)) ulaidy) cludY) joes
Bagall oo Lgaal ad Byicaall e cibyiall (Y elldy 53S5a e "AE il ) a5 ddke
5uily VAR z3gai oo dgige Glaca dal (e il L dashall sadl) o g3l (g5iune
el Aledes a Byiandl) Alesbadly oz dpaill Shyitia Shial Gand cang (Alsieall Ll agll
(i) die Byiasa) Aol i€ 13 L (gl o cull) Bl po ey ¥ SRS ulats Lasie
Baagll da chlasl axe s d Gua c1(0), 3ol el iy d il e AlalSia Lgs) JWd
Jedlall L) g 8ine Aludes gl ) Aabidal) llaall ane 5f ¢ Al 3 diaadl
Augmented Dickey—Fuller Test Lasl alasiuly 2020 ) 1991 a5l Da diel)
e Ainl) wilaglly i) B ey Aaad) B ead L3l dudld) of cuds
& o Gag gl de (Sl e 5¢d Cipuall ja e L ol (0) (gsiusall v oSully
sl Capall jew of dail) el First differences 1Y) oyl aie HLas¥) ehal
L(1) IV Gl e oSl
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Js¥) gisalll - ADF—test (Il §ally cilisiual sangll jialligh (S JLaS) @il 1(1) &b st

ADF at level
Variables Intercept Trend and Intercept
LnEX 0.731171 [0] -2.221215 [1]
LnINT(d) -3.477115 [1] ** -3.779440 [1] **
LnINT(f) -1.871799 [1] -4.264688 [2] **
LnDEP(f)/Dep(t) -3.769786 [0] * -4.096994 [0] **
ADF at first difference
LnEX -3.507735 [0] ** -3.632706 [0] **

(1) The results of second column are based on assuming the existence of a constant in the
regressions, while the results of third column are based on assuming the existence of a constant
and a time trend in the regressions. (2) The * indicates rejection the null hypothesis of unit root
at 1% significant level. (3) The ** indicates rejection the null hypothesis of unit root at 5%
significant level. (4) The *** indicates rejection the null hypothesis of unit root at 10% significant
level. (5) The lag length of the ADF regression is specified in brackets [ ]. (6) The lag length of
the ADF regression is based on the Schwarz Information Criterion (SIC) for appropriate lag length.
Source: Authors Analysis using eviews 10

lag Length ,alil) [ clad) ey 2-2-5

Lo (sSone unn ¢ i) All/Uat¥) 858 Jola aaa agall (o ¢ VAR z3gai sl
o) Johal Gaalia ye HLaa) eha) die Bate il 4l (Sarg ) e S il
Al G elad) i Jos Aoy Slaslaa e Jpandl (5)g pall (e (A0l Cuianl el
Gl e Jalas L G ¢ B3 2 gp elalall a8l (3 el Jealdl) Jshal Y] 2a
et alasinly iV ea) Jsha 5lid Siswg (Ahmad, F., etal, 2016: 18). il
Akaike Information Criteria (AIC), Likelihood Ratio Tests as «diisa julae
(LR), Schwarz Bayesian Information Criteria (SBIC), Hannan—Quinn
21l adiayg . Information Criteria (HQIC), and Final Prediction Error (FPE).
o Aae dad ) e Al Sl IS daag o ol Jaldll Jola lasY iV
lgmsan cliags (Ally - elad) 5Lad) yules goas Ao 2l cUal) I 3aas g o oemgal
zsal) Juadty Canlil) 218 (N L dgaill & pual i eUatY) 558 o) NI = SC elials -
;LL\JY‘ 5y Maadg cLLu\X.\ le"l )\:C\;\ C:’tu 2 d}hﬂ a9 REIRN \.23)
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oY) z3saill —elai¥) iy £(2) a8y Joas

Lag LogL LR FPE AIC SC HQ

0 .654998 NA 9.65e-06 -0.196667 -0.004691 -0.139582

1 6.80553 114.3194 1.78e-07 -4.207817 -3.247938* -3.922395
2 7.60360 27.73075* 1.36e-07* -4.563230* -2.835447 -4.049469*

- LR indicates the sequential modified LR test * indicates the lag order selected by the criteria.
statistic; FPE the final prediction error; AIC the Akaike information criterion; SC the Schwarz information
criterion; and HQ the Hannan-Quinn information criterion.

Source: Authors Analysis using eviews 10.

gisalll ol ilis 3-1-5

ADG Ldaly @i da)l Gy csllad/ b8 P (0 VAR z3sa3 i
o Lin V) 2lasl) Ly L) B2 ey Aaall 53 jew a5 ¢lalgie JSE 8 Lt
bl pladiuls abadal ) ALyl (Jo¥) 3 <8 A Capall ew Laiy cailasl) e
sl aleslll dSall b il JS5.2020 55— 1991 sis 538l e dagind)
O Lalacall by of Aiia ) L) e VAR giga otk il Gadle 3 Jpaall pecagss
Aol Al Y Copall jaw o ) iliall g . ol o) dans Adlay bt sy duginall
Aol Ll iy cApald) 2uadl 3 aSsln Lulad g a1 o) Zdaal) 55 jene
Alall Gl Jane sboss Lulsd Zasiadl) ilagh iy Ldacalall daad) 3 G i)
e ) 58 e oo Yy Auia¥) 3 s ol Vs LSe35 Vs ¢ ol
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JdsY) CJ}A.J\ -VAR CJ}AJ c_‘atu uadla (3)@5) Jgan

LnINT(d) LnINT () LnDEP(f)/DEP(t) D(LnEX)
1.075481 * 0.617792 -0.382443 0.502004
LnINT(d) (1) (0.39915) (2.04117) (0.42876) (0.35012)
[0.0088] [0.7630] [0.3754] [0.1560]
-0.464974 | -1.043998 0.012341 -0.257883
LnINT(d) (-2) (0.31407) (1.60610) (0.33737) (0.27549)
[0.1431] [0.5177] [0.9709] [0.3524]
0.045974 1.105634 * 0.116877 -0.075848
LnINT(f) (-1) (0.05727) (0.29284) (0.06151) (0.05023)
[0.4247] [0.0003] [0.0614] [0.1354]
-0.053705 | -0.357923 -0.054950 0.041252
LnINT(f) (-2) (0.05207) (0.26628) (0.05593) (0.04567)
[0.3058] [0.1831] [0.3292] [0.3694]
-0.266845 0.420139 0.157655 0.874947 *
LnDEP(f)/DEP(t) (-1)| (0.32563) (1.66521) (0.34978) (0.28563)
[0.4152] [0.8015] [0.6535] [0.0031]
0.330266 1.358033 0.612426 -0.525466
LnDEP(f)/DEP(t) (-2)| (0.30508) (1.56012) (0.32771) (0.26760)
[0.2826] [0.3869] [0.0657] [0.0534]
-0.474944 | -1.582056 -1.114367 ** 1.131235 *
D(LnEX(-1)) (0.47478) (2.42794) (0.51000) (0.41646)
[0.3205] [0.5167] [0.0321] [0.0083]
0.144646 | -0.807931 0.096074 -0.018182
D(LnEX(-2)) (0.23131) (1.18287) (0.24847) (0.20289)
[0.5337] [0.4968] [0.7001] [0.9288]
0.718961 -4.504463 1.472142 ** -1.625161 *
C (0.60396) (3-08851) (0-64875) (0.52976)
[0.2378] [0.1491] [0.0263] [0.0030]
R-squared 0.778260 0.828787 0.721778 0.551033
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LnINT(d) LnINT(f) LnDEP(f)/DEP(t) D(LnEX)
Adj. R-squared 0.679708 0.752693 0.598124 0.351493
Sum sq. resids| (.222871 5.828317 0.257161 0.171477
S.E. equation 0.111273 0.569030 0.119527 0.097604
F-statistig  7.897003 10.89154 5.837082 2.761509
Log likelihood 26.44813 -17.61437 24.51620 29.98708
Akaike AIC| -1.292454 1.971435 -1.149348 -1.554598
Schwarz SC| -0.860508 2.403381 -0.717402 -1.122653
Mean dependent 2.429369 0.476375 3.039791 -0.059609
S.D. dependent 0.196616 1.144239 0.188547 0.121202
The standard errors are specified in brackets ()— The p-values are specified in brackets []-
The * indicates a 1% significant level. — The ** indicates a 5% significant level.
Source: Authors Analysis using eviews 10.

g Akl Al ladly Auto-corelation— Sl Lla) ladl (\S,
e 0 #3saill aaas plaal z3sail 8 ) e cusal S Al cflady)
Gy calldly . and J<0 dejse llddl oy labes Ll asmg pae ) gl
oY Bl L alie (S5 VAR @lpdi sl Canaay « (Hoffmaister, A. W, et al, 1996)
Skl Gl ) calall sl e dialjiall GlKall pdgd (K (lre am iyl
Impulse e laay) claiaY) ) Jaw ¢ Jally lias 5 3 VAR z3sai cDlles
T B age sp Lo alal®Y) clSulinl Al 5)50a e Jsasll Response Function
Gluag aiy HEY) o Jsanll VAR zisall V) dulas Jidad ol s VAR
zsa o gplall dlaty dacanll dulana¥) dlly 25 & 4G selasldl ola cll) L Auludl)
VAR

Impulse Response Function: dlaiwy) 4a 4-1-5

idlsde dera ¥ Lt Sl ol (ol Jad o) (IRF) Llana) dlls (s

18 e Cpee aiie 8 derall 55 Y VAR I (lag) Sueliall ISl DS e W Aanla
darcall L6 IRF duhs L laidll 3 gAY ddalall chsadl e Laal 55 ds cannd yandl
C(E QI sl ad@edly Adlal sl e ddlsdal) Clerall sl e 5aaly 8yl
¢« VARzZ bgai 8 Dbl okl Canamy 89 Views 8 User’s Guide 1, 2013: 561)
Gt 38 Vs ) lgaan o ades VAR zisel 3 clpiid) mues of ol WY
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o L Ul celld daaal) o alaill Jad 3y e Bagaaa Glaglea (g9 2l claladll
Sealiaall Sloll Juadl $y50m o Jgemnl) ol o dacanll i) ey (guled)
Aol el (bal) mllaas b cilorall VAR b il puiiall Glaicd oy .z el
Al lasall dualall Aglsdall Gleraall Llsial (o)) slae 8 WS juad Sweliall
o) by .z 3gaill ol iy AuolaiBY) Al A5lae (Saal) (pe ans 138 . gAY Sl puasalls
Cholesky aub il jlds Alls VAR b chniall e aw it Sl dilaill
Aoyl lpatall i o il slaa¥) ) ~bss o IRF gaessl decomposition
55 W 5l end) ) deas s GBI el & Yl @Ju\;w\ s Al Cam

LAY il s e

e . lsis 10 524 VAR 7z 3gail (IRFS) duanll Llaial) Jlga 5 <& sy
A il e IS e aaly (gl il daal (Saaliall a0 JSal) b dagl S
Opelal) b dliia  Asall 5 e b dereal Copnall jaas dlaiad o Ailaial) A3 meagig
53l o i Lee b adl) 525l jaae 8 chril]l Capeall e dlaiad culS Gl gY)
ele 3xs clld oy . (Gumall agiall o el (RlAN ) g aal S8 e 3
ar AT Bye bl ) Jsat Ladie dealdl) daad) s dulag) Gipeal) jaa dlaiiad K
) Aoal) da (maids sl & (shiar jamn (8 dulod) ailia o A ALl 02 0
sty Ciyeall s i 3 sasg ol 1 opelal) 6 Fevial) aleaied 5251 a3
DA Aulad ZuiaY) 838l Giyeal) jras Dulaicd € Wiy . 58 530 538 jaas mid b
350 Copall s Blaiad il (AT Fali (Gt Bine Ladans Lag ) Cpnalal
sl e daia¥) adlagll 15 Leie (gl) @l aas Gl (3655 ale gl (8 Al daiaY)
Pa Lulay) Dol 525Ul jead Zuia¥) gl Alaial culKy L (Gpadll 4l xiiy o
LS LS L pal e dlad & daled) L) s ddee ) Joa o ¢ J6Y) SO i
Jal e 8l aus 8l ) dubaad) gaibia aas cdlanll dad (imaids clid DA B 0
adld @l g i) filagl) 8 aliail digniae BN e S 53L31 e3a L5)leal) dailSa
Apia¥) CDlead) L 3 80l G @lasl Jlaa) ) Lainl) dlasl) Gaes b ey Y
Blasl 8 Bl dusnian B2 e sl o) gaw el LAdadl) Aleall Gla Lad
Jsn o Gl Cpaalall DA Laales AuiaY) 525l el Auia) ailagl Lulaiad) il L 4aiaYy)
el i Lae ¢ il lsind) PUA dules cilS Cpeall e Lglatiad o LS L aulay) )

e oSally &gl (Maa) (e digie dawiS duinl) @ilagl) (bl casiall dad ¢ i)
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Source: Authors analysis using E-views 10

:Decompositions Variance ¢ulill cilig€s Julas 5-1-5

GAY) chundl e ddalall cfypaadl aaf e devall Lab IRF Ay el Lo
aileda s utall a3 Al A e JS(VDC) colall st mimsy VAR
Llan) olat) IRFS gl fan (b ¢ g - clyaiiall (a1 8 ilaseall @lliy cialal)
ar cdllil . larall 4laia] aaa 353 VDCs (s cddbiaall Sl uiall Lualisal)
leiw « VAR & i) o g Slede [l <1 duad) L) Jsn closlas VDC
(E Views 8 Users Guide iaall c)Sidl e dilaial olas) Jsa cilaslas IRF asi
e 3 Al L ge e JS) aigial) tadl) (il s s 7 2013: 564).
L L Adide Aty QU1 & 9AY) chid) b Glesall Qe cdalall aileta v aial
ilas aay Cilgin pde 558 (s o dilida a8 6T 8 4 Jeaall S w5l e g OY)
3%l VAR 8 da ) eV cpiall adgiall Uadl) (353
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e %1445 i 2 ( J¥) Al b ad Cayall jea b ol Qs CaiS
I 13 Gl e ol A il DA e Cipall a8 adgiall Uadll ks
Gyl dins el aay g 10 20 %17.28 ) dan s dushall (saall e Cinila
aally saadll (gaall o Cayaall jaa b el jaiae el o el 53 je
oanll prae Sl B el i) s3e e %40 s coliall Jlas iy s (gl
Magig SV Al 8 %28 vie Tag Cus cdusa¥) adlagl b ) sa Cayall jau
o (b bl sa pall jau b il eas ol G ey gag L Jashal gl e
el e 4l Jaadl o) Ly sl 505l e ld cplall dadas e AnaY) a5l
fas - el B e b bl i Y (@AY Cdl b el of Gua a)lal
Al il sl A i) & ABERY) Glé el

oaniall b eyl of i o) Wiey (AaniaY) adlagll bl (ulas dadle vie
s b i) Gl elld mag il a5l e & LSV Ll @Iy e s
bl i ¢ awgiall G edaial) adlagl 8 cplall B B ae jiied el 5304l
b bl Ol lld way Aial) wlagl & sl e %20 s o) 55 e
Jishll (sl Ao o815 ¢ Jo¥1 Al 8 Gaial) ailagl) & Cbaril) 5 Y Gyl jau
A bl oS A alagl e oyl e byl Gk sl gy of LSy
Agia¥) ol & el e 5l Qe A sl e

51 sadl —cuball st 5(4) ) Usoa

Variance Decomposition of LnINT(d)

Period S.E. LnINT(d) LnNTI(f) LnDEP(f)/DEP(t) D(LnEX)
1 0.111273 100.0000 0.000000 0.000000 0.000000
2 0.193158 98.93347 0.154885 0.079283 0.832360
3 0.225073 97.74585 0.159397 0.229512 1.865243
4 0.229149 96.62447 0.450575 0.228792 2.696163
5 0.232479 95.25756 1.560629 0.232312 2.949502
6 0.241210 94.33310 2.453244 0.471681 2.741978
7 0.249348 93.25631 2.733139 1.218706 2.791841
8 0.253296 91.65119 2.741889 2.240043 3.366882
9 0.255456 90.13184 2.700297 3.056766 4.111094
10 0.257923 89.35093 2.649100 3.382632 4.617340

Variance Decomposition of LnINT(f):
Period S.E. LnINT(d) LnINT(f) LnDEP(f)/DEP(t) D(LnEX)
1 0.569030 38.42238 61.57762 0.000000 0.000000
2 0.920145 53.17091 44.44732 1.974782 0.406988
3 1.200156 58.85338 30.87846 7.534667 2.733500
4 1.359261 56.02375 25.49985 11.25778 7.218614
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5 1.428451 51.06073 23.55577 13.45935 11.92415
6 1.478947 49.05770 22.13751 13.91759 14.88720
7 1.514632 49.09266 21.30049 13.42902 16.17783
8 1.529137 48.71262 21.33480 13.26452 16.68806
9 1.542701 48.13275 21.64171 13.55209 16.67345
10 1.573403 48.72500 21.43118 13.70710 16.13673

Variance Decomposition of LnDEP(f)/DEP(t):
Period S.E. LnINT(d) LnINT(f) LnDEP(f)/DEP(t) D(LnEX)
1 0.119527 7.545854 3.676001 88.77815 0.000000
2 0.164466 23.71344 1.997749 67.96823 6.320574
3 0.182122 21.75246 3.048151 62.55304 12.64634
4 0.193960 19.55379 3.357155 60.40926 16.67979
5 0.202328 18.98141 3.554304 57.93536 19.52893
6 0.206841 18.45826 4.283383 55.74878 21.50958
7 0.210004 18.02490 5.424942 54.10080 22.44936
8 0.214411 19.03857 6.413749 52.13191 22.41577
9 0.220403 21.63407 6.891598 49.70294 21.77139
10 0.225650 24.12551 6.942787 47.77959 21.15210
Variance Decomposition of D(LnEX):
Period S.E. LnINT(d) LnINT(f) LnDEP(f)/DEP(t) D(LnEX)
1 0.097604 40.48279 16.87328 28.19231 14.45162
2 0.114494 30.59606 12.82184 32.63994 23.94216
3 0.133499 39.43571 9.551477 33.18417 17.82864
4 0.142890 42.42905 8.807758 32.52576 16.23744
5 0.147635 39.75257 8.349165 35.50280 16.39547
6 0.154237 38.46011 7.653861 37.36453 16.52150
7 0.159888 39.20063 7.141689 36.91159 16.74609
8 0.162953 39.80974 7.140240 36.06771 16.98231
9 0.164041 39.41546 7.683290 35.65123 17.25002
10 0.165660 39.36829 8.397862 34.95876 17.27509
Cholesky Ordering: Lnld Lnlf LnDEP(f)/DEP(t) D(LnEX)
Source: Authors Analysis using Eviews 10

Causality Test: 4o jLis) 6-1-5

Y 13gh cdmse ol Al ADle CuilS plgw (Y 5 X (ppmiie G ADle Sllia S 1)

13 I3 pag - panall Legudans e (il IS o o ¢ X e Y ol ¢ Y cama X o Jn
OSadll 5 IS 13 LY 8 s X (GBS Y 3 51 (e LSl o ilaglan e X il
el Al LR (pa Canglly - AT il dullally ALl ol ool 50 Lo ke sl
e O 1Y JEd) e e lagiy L) 30 slayd Js cclpriall o Al aaas
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Ao L) aadiesd Lls ((EX) Cipeall prass o IS tasipe ((INT (d)) sl saslal
Dre (e B ) Gl 1Y) Lo dnd) HLad) aaang L Legin Al olasl 482l Granger
e Lagie US ) o 5 s I iyl s (g el s ) ) 5500
(Granger, C. W., 1969: 428; Merza, E., agin dLmw idle gl ;;}331 o) AYI

2007: 50).

OSly eipall yag 83 e G AR Jidaty sy GLAN 5 Galad) ol 8

Shadl bl cuaadt wlg Glld AT s Laaaa] o e Y cstia) G ADle 3gag
Joaall Gadly Aoyl 48 Aaagh cedd) Cilpriall G Al 30a3 Jal e ol aila
pe N Al Al Cliagig oS Joaall G i) a8 il G Al i
G B A 3De 225 Y Al ) Bdie i) saiha LAY dojiall Al (b
s A Gl e e S8 A AL aa g Vs cipall s ) Aol 530 e

) aslal
oaibal ) 5ladl :(5) a8y Jsas

Null Hypothesis: F-Statistic Prob.

LNID does not Granger Cause D(LNEX) 0.65856 0.5275

D(LNEX) does not Granger Cause LNID 0.08533 0.9185

A zagaill JLid) 2-5

Dbaad 3y cipall Sland il o AN adagl) ISl B 2 3gaill daa
b AnY) wlaglly (33 ey (Grad) dgall ailagl) Ao 53 e Gn GH) sl
:ail VAR z3gail 2l je jradll JK80 Gy (Ko AainY) ailaglly yas

Ye=Ao+A1Ye 1+ A2V 2+ F ApYep T &

dua

-

vy, = {EX, INT(d), INT(f), DEP(f)/DEP(t)} is a (n><1) vector containing
each of the n variables included in the VAR - A, = (nx1) vector of
intercept terms — A; = (nxn) matrices of coefficients - g, = (nxJ)
vector of error terms

ot il UK b i) alaiil Jlig
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sasgll Lia las) 1-2-5

Aaia ) wiaglls Bl el G Byl a3l el o M 5angll 3 i) Jeass

A (g gl die (Sle ye 9gd Capall jrw e Ll el (0) goiaall die o<l aui

sl Ciyeall pew of dall calS, First differences JIg¥) (o pdll wie JlasV) ehal
A (1) S Gadl vie oSl

S 7 3saill —sangl) jn L) 1(6) W) dpa

ADF at level

Variables Intercept Trend and Intercept

EX -0.429763 [1] -3.352150 [2] ***
INT(d)_INT(f) -3.871171 [1] * -4.235119 [1] *=*
DEP(f)/Dep(t) -7.313284 [o] * =7.134702 [0] *
ADF at first difference

EX -3.375849 [0] ** -3.344173 [O] ***

(1) The results of second column are based on assuming the existence of a constant in the
regressions, while the results of third column are based on assuming the existence of a constant
and a time trend in the regressions. (2) The * indicates rejection the null hypothesis of unit root
at 1% significant level. (3) The ** indicates rejection the null hypothesis of unit root at 5%
significant level. (4) The *** indicates rejection the null hypothesis of unit root at 10% significant
level. (5) The lag length of the ADF regression is specified in brackets [ ]. (6) The lag length of
the ADF regression is based on the Schwarz Information Criterion (SIC) for appropriate lag length.
Source: Authors Analysis using eviews 10

elady) 3,8 2-2-5

("'G scé_}uﬂ @ el ByuS Ay 2 B9 cd )yl il yaaiial c«\-L\;iy‘ By aan &
WS Gy sl iy L

Sz 3gaill —ellat) Clyié 1(7) o8 Joaa

Lag LogL LR FPE AlC SC HQ

0 -64.18399 NA 0.029102 4.976592 5.120573 5.019405
1 -18.06535 | 78.57249*| 0.001873 2.227063 2.802990* 2.398316*
2 -8.494133 | 14.17958 | 0.001850* 2.184751* 3.192624 2.484444

(1) * indicates the lag order selected by the criteria. (2) R indicates the sequential modified LR
test statistic; FPE the final prediction error; AIC the Akaike information criterion; SC the
Schwarz information criterion; and HQ the Hannan-Quinn information criterion.

Source: Authors Analysis using eviews 10.
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haglly B0l 38 aladinl cdiw 2 el 578 DA e VAR z3gai joad
Jseasll 23,2000 s 1991 suis 55l (e Ligiad) cliball aladial aladiwls «JgY)
iy ) ol Apead Aodlay Waiand 2 Lgieal) O lebeal) il of ddda ) oli) pe
Aol Ll Gyl paas iy cBatlall jaws 3ot Sl Y Gpall e of ) bl
oRliadl) Capeall jaas (mlads) ) (a5 daia) adlagh 52U ¢ alal) alad) Luial) &3l
c ) agiall Ao bl Cae g Baial) gl e callal) salsy Ao o(Alendl Ao
Y gl L) ailagll dveally Ll mx\ aal alall DA Al Cpall jew il LS
() alall Coyuall jaas @lsbun Lilasd g cleSoben il Y sl Slaed 3950 ils
Lo L) ailagll adifi (Aleall Ao 2d35) sume (B Cpall jrwe adiy Loaie 4l aa
sl (lea) (e dsia

S 2350l VAR @ hlaa) mi 1(8) &) dss

INTd_INTf DEP(f)/DEP(t) D(EX)
1.012299* -0.355414 0.003187
INTA_INTF(-1) (0.22161) (0.36528) (0.00189)
[0-0000] [0.3345] [0.0977]
~0.344955 0.099489 ~0.001308
INTA_INTF(-2) (0-19667) (0.32418) (0.00168)
[0.0845] [0.7600] [0.4394]
~0.164307 0.447582 0.003749*
DEP(f)/DEP(t)(-1) (0.14554) (0.23990) (0.00124)
[0.2634] [0.0670] [0.0038]
0.003490 0.273686 ~0.001650
DEP(f)/DEP(t)(-2) (0.11800) (0.19450) (0.00101)
[0.9765] [0.1646] [0.1071]
~19.29938 -116.4614** 0.743264°*
D(EX(-1)) (29.3581) (48.3913) (0.25093)
[0.5135] [0.0192] [0.0044]
11.47413 7.130796 0.194601
D(EX(-2)) (22.4480) (37.0012) (0.19187)
[0.6111] [0.8478] [0.3145]
6.357991 6.601600 ~0.061708
C (1.96254) (3.23487) (0.01677)
[0.0020] [0.0457] [0.0005]
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R-squared 0.777417 0.704955 0.508313
)Adj. R-squared 0.710642 0.616441 0.360806
Sum sq. resids 44.87002 121.9082 0.003278
S.E. equation 1.497832 2.468889 0.012802
F-statistic 11.64232 7.964378 3.446042
Log likelihood -45.16843 -58.66167 83.40985
IAkaike AIC 3.864328 4.863827 -5.659989
Schwarz SC 4.200286 5.199785 -5.324031
Mean dependent 8.951852 21.25926 -0.008889
S.D. dependent 2.784486 3.986444 0.016013
The standard errors are specified in brackets () — The p-values are specified in brackets
[ - The * indicates a 1% significant level. — The ** indicates a 5% significant level.
Source: Authors Analysis using eviews 10.

Impulse Response Function: dlaiwy) 4a 4-2-5

~Slsie 10 524 VAR z3gail (IRFS) docanll dlain¥) Ciillag 2 <&l zas
oY) Cppalall (3 835U jras (3 (B Aedeal Cipeall e laiad O ) Blaa) Al i
I3 g« (grmal) dginll dad b Galindl lgalony 53 jeu 3 3 53 of ol ¢ il
D B8 521 ae adl (i Ald) Aiadl s dala) Cipeal) e dlatid alS puale axy
@il (9al Bal e B Alls ) Jpeasl 3 Tay @l aey Capall o pdiy 33Ul
Lavie (gl) @iy aay dlasl 05S Cale Jb (o Ll Laia¥) a5l Capeall aus Gl
Gl duia) il Alaid CilS L (pemall asiall aiiy o aisiall e Luinl) ailagll ag
Loz o el Aadee ) Gl amy Joa &5 ¢ J¥1 SN Clgiadl DA Lulan) 55U e
Ll Cul€ L g EO ey Ain) adlagll (mlead) ) sagie 3 e sl e
cainl) dad L) pe i Lee ¢ Qdall Cilidl PIA dule Cpall jaad Zaial) adlasl
e oSally ilagl) Mas] e dgie daui€ LuinY) dlagl) mia
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Source: Authors Analysis using Eviews 10
bl cilig€a Julas :5-2-5
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-5)3all VAR 3 A jaal) B3N o puiiall 28 giall
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e Sl 13 G aias ahig cdni piall DIA o Cipeal) jras 8 adsiall sl
142 s ) doa fag s paliady) b Ty dishal) (el e @lld aay juadll (gadl)
e ) e 23501 gs oyl B2l e (38 (A Gyl aas Clgia 10 2a
Syalall diad)l 8729.5 ) day s (@liaiV) 6 Tan @l e Y1 Al 8 Gyl
a5 s i) @lagl & sl sy Cipeal) o b puill AT jrias clia ey gag
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731 G deay in 5SS colal las 3oy clld g - SV Aiadl 8 Baia) &gl
il e Z11 Mon yuads 535 Slaad (338 8 chrl) o dangl LS. yilall plall Jolas
(i Hhall 58 (Gaa o duiall adlagll

I zdgatll —ptall bas 2(9) ey Jsan

Variance Decomposition of INTd_INTf:

Period SE. INTA_INTf | DEP(f)/DEP(t) |  D(EX)
1 1.497832 100.0000 0.000000 0.000000
2 2.164390 97.76333 1.631967 0.604707

3 2.407461 89.69040 9.806787 0.502809

4 2.553341 80.60307 18.08986 1.307070
5 2.670945 73.70379 22.63250 3.663717
6 2.760308 69.07528 24.28074 6.643972
7 2.825110 66.17825 24.49177 9.329978
8 2.870814 64.46678 24.20194 11.33128
9 2.901188 63.48757 23.84620 12.66623
10 2.919776 62.93391 23.57239 13.49370

Variance Decomposition of DEP(f)/DEP(t):

Period S.E. INTA_INTf | DEP(f)/DEP(t) [  D(EX)

1 2.468889 10.92101 89.07899 0.000000

2 3.236935 11.24162 78.91314 9.845237

3 3.537655 9.617882 72.68991 17.69221

4 3.762950 10.27370 67.33599 22.39032

5 3.928512 11.21687 63.25665 25.52647

6 4.038052 11.81207 60.51278 27.67515
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7 4.105669 12.06804 58.77154 29.16042

8 4.145412 12.15983 57.69869 30.14148

9 4.167684 12.19392 57.08376 30.72232

10 4.179570 12.20699 56.77854 31.01447

Variance Decomposition of D(EX):

Period SE. INTA_INTf | DEP(f)/DEP(t) |  D(EX)
1 0.012802 | 35.06196 18.53335 46.40469
2 0.015241 | 26.82022 22.34701 50.83276
3 0.016497 | 30.02722 24.85612 45.11665
4 0.016888 30.71553 26.10819 43.17628
5 0.017040 30.38061 27.19097 42.42842

6 0.017140 30.04544 27.85949 42.09506

7 0.017235 29.85813 28.22942 41.91245

8 0.017321 29.71969 28.42930 41.85101

9 0.017392 29.59546 28.50916 41.89539

10 0.017446 29.49394 28.50664 41.99942

Cholesky Ordering: INTd_INTf DEP(f)/DEP(t) D(EX)

Source: Authors Analysis using Eviews 10
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2 zised —danadl jais las) 1 (10) &) Jsas

Null Hypothesis: F-Statistic Prob.
ID_IF does not Granger Cause D(EX) 0.45904 0.6378
D(EX) does not Granger Cause ID_IF 0.47931 0.6255
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