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The Impact of Exchange Rate Liberalization on Some Macroeconomic
Variables in Egypt

Khaled. A. I. Abou Elnour
College of Business and Economics, Qassim University « Kingdom of Saudi Arabi
141259@qu.edu.sa

Abstract:

The research aimed to study the effect of liberalizing exchange rate fluctuations of the
Egyptian pound against the US dollar on some macroeconomic performance indicators
such as: inflation, commodity exports, and foreign direct investment, using the
Autoregressive Linear Delayed Gaps (ARDL) model. It has been shown that there is a
co-integration relationship between the exchange rate and both: the value of commodity
exports, the inflation rate, and foreign direct investment. There is also a short-term
equilibrium relationship towards the long-term between the exchange rate and the same
variables mentioned above. The research recommended not to rely on raising the
interest rate only to reduce inflation, but it is necessary to carry out structural reforms
in the structures of production and exports, as well as to reconsider the foreign direct
investment system, and to generate job opportunities through the injection of new
foreign investments, instead of selling shares in existing companies, as the goal of
foreign investment is to create new productive capacity within society, whose economic
and social effects will affect the Egyptian market.

Keywords: Exchange rate, Exports, Inflation, Foreign direct investment.
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Sample: 2003 2022

VAR Lag Order Selection Criteria
Endogenous variables: EXRATE

Lag LogL LR FPE AIC sc HQ
0 -40.20123 NA 33.15116  6.338650  6.382108 6.329718
1 -31.78141  14.24893* 10.60923* 5.197139* 5.284055* 5.179274*
2 -31.78054  0.001336  12.44651  5.350852  5.481225 5.324054

Ggalod) chyaliall dagt) slall 558 3an3 13 (ale Jgia

VAR Lag Order Selection Criteria
Endogenous variables: EXP0O1

Sample: 2003 2022

Lag LogL LR FPE AlC sC HQ
0 -137.5728 NA 1.06e+08 21.31889 21.36235 21.30996
1 -133.8026 6.380381* 69531567* 20.89271* 20.97962* 20.87484*
2 -133.6551 0.226891 79753483 21.02386 21.15424 20.99707
3 -133.5315 0.171096 92380409  21.15870 21.33253 21.12297
pdail) Jandd ghalall 578 aaat :4 3ale Jgaa
VAR Lag Order Selection Criteria
Endogenous variables: INF
Sample: 2003 2022
Lag LogL LR FPE AIC SC HQ
0 -41.57839 NA* 40.97444* 6.550521* 6.593979* 6.541588*
1 -40.81847 1.286009 42.60803 6.587457 6.674373 6.569592
2 -40.23185 0.902499 45.67913 6.651054 6.781426 6.624256
3 -39.37423 1.187465 47.26104 6.672959 6.846790 6.637229

bl ¥ LU shlall 558 waas 15 Gala Jgia

Sample: 2003 2022

VAR Lag Order Selection Criteria
Endogenous variables: FDI

Lag LogL LR FPE AIC SC HQ
0 -110.4819 NA* 6871080. 18.58032 18.62073* 18.56536
1 -110.2536 0.380516 7835681. 18.70894 18.78975 18.67901
2 -110.1853 0.102462 9222596. 18.86422 18.98545 18.81934
3 -109.6859 0.665944 10183157 18.94764 19.10928 18.88780
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