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) [Log (e*) — Log(er1)] + A[Zi— Z*1] + [Log (E)) — Log (Er1)0 ALog (e)=
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= = =
= = =
o o o N o °
= 22 |22 |32 = 2y
- _g |78 |_8 -3 _ 8
$s $s 3 3 $3 $3
a5 a5 = = a5 =
RATE 0.66 0.23 0.81 0.66 0.49 0.10%*
DEBT 0.31 0.43 0.37 0.63 0.47 0.14
GOVERNMENT 0.006%** 0.02 0.05%* 0.02%** 0.12 0.08*
TRADE 0.31 0.58 0.50 0.69 0.17 0.14
TRANSFERS 0.35 0.95 0.01%*** 0.22 0.30 0.16
GROWTH 0.35 0.56 0.04%* 0.16 0.29 0.07*
INTEREST 0.07* 0.64 0.00%** 0.92 0.55 0.16
INFLATION 0.07* 0.79 0.43 0.61 0.26 0.17
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S Hlal b yadl s — Jdaal jldal) e el g Maximum  Likelihood Ratio
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(o sl ad sladl aea s o il 8 oladl g g ade (il 48] 5 cellayY)
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38 i) y8J Akaike and the Schwartz Information Criteria (AIC & SIC)
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Max — Eigen Statistic dei 4,180 Chad (53 5 Trace Statistic 4ty LAY
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HO: r= ed.d\ua‘)&uas‘)eﬁﬂ\é;\(\‘)é)d}h@ﬁd)\}]\@u\)ﬁ -
Al Al a0 <l yrilall Ao gane (g o e JalSS 3 g g aaen JHAN LY
AS culef ¢in Max — Eigen ‘il ol Trace Statistic « il W g o) gu
ol Jsd oy o el Ly S Lele Juandiall il (s (s yall
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ol ygaiall o3y Jidia JalS5 3 g5 ind "dall il gt il sda g -
LS s aY) il sl die VAL any 85 0% 0 Jdia¥) (5 giuall dic Laila
V) (e aal g anie dga s I8l 0Say il (V) ad) Jsaall e gl s 5
s 5l ASLw yiad Ausd ) pm go ) paiall i 311 JusShaal) e o s A
o328 O LaS Al Hall i g ) puitall s (s & e JalS 3 g 5 A 8 5
sa G Ja¥l dligh ()55 5l JlSI A8 2y g dlSa) () jpdi A sl
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Trace Statistic 4l & -
— R=0 R<I R<2 | R<3

Indicator Critical Results

Value 54.07 35.19 20.26 9.16

0.05
Trace #1 7875 | 3363 | 1694 | 4.19 | Reject HO at5%
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Statistic 49 85.16 4468 | 1754 | 6.69 | Reject HO at5%

#3 | 10312 | 59.92 | 2802 | 841 | RejectHOat5%

VA4 ale (e bl 8 Cayuall e dpandl Gualine Cpaldas SO Gopall jras ol gl a5 22l
b LS elliy Yol ale g

gl g i ady YooY ale ia g Y49 ale (e caia) a8y Y15 5l @
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D)) Gl aBg Yo Qale g Yoo ¥ ale (e i) 385 Al 5 ) o
e iy aig oyl e Gl el alai g abaB¥) ~Say Al
b sie e %70 oo 2 le (Al daa s Aiadl A 8 ala (alias) Gl 1
e (ol )l LY AdaaDle (Sand 3 ey ARLLNE ) B Aied
Gl A ) Jalae dad mlédilh adie e Lo g 93 il el DA G el
il 5yl 8 Jalaall (juh Aaghy 43 )lia + 20 (e Aagill 038 335 Al Cum 3yl

paa (8 g Rall ) ghail) g i puaal) jraw ¥ okl G (7)) ) Jgi
Y49 ale (e byl DA 4y i) cila ) gl dasd cpa (gl Al gal) cillaliiaY)

Yeuf el& L;A 9

1999 1998 1997 1996 1995 1994 1993 1992 1991 Years
P d.l:ux

3.415907 3.412157 3.396625 3.400072 3.404951 3.378708 3.344825 3.327648 3.322035 kJ)-a]\
ok )
Galiia )
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2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 Years

5.554254 5.442978 5.644827 5.74107 5.791182 6.202859 5.882121 4.628848 4.052044 3.537245 ~ J'\M
iyl

)

caliay)
7.46 6.03 715 7.43 7.60 6.61 7.38 7.20 7.34 7.36 /U}Aﬂ
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**Source: http://search.worldbank.org/data?qterm=exchange%20rate%20data&language=EN
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(Annual total value of international reserves US$/Annual total value of imports of goods and
services US$)*(365/30).
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Jee &3 4R (e (A0 5 http://data.worldbank.org/topic/financial-sector "'

A slhadl) ULl “pownload Data”

Max — Eigen. Statistic 4ol &8 _j

4 sina (5 e e Zd gaill (8 deddiial)l LpalaB) O paaiall Sllall Judl
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il (e 5 jlasa¥l Zisal padi ot jlaady) Glj.d@‘l_“dub).c T g
c(8) A Jsaall s (saa s 40 Aalal)

(Goodness of Fit) "iadaNa e g alal) gz gadll duadlly -
((Ra i) Al Ol jpaiall JS anay (s31) aladl 23 saill 5 jaall gl i

;L;;‘LAL;‘\ ¢ (QEJMJM\ QA@",\}S\}
Log e* -

B, + B, 1og(DEBT ), + 8, log(GOVERNMENT ), + /3, log(TARADE),
+ 3, 1og(NET — TRANSFER), + ,(GROWTH), + £, log(INTEREST ), + 3, (INFLATION) +U,. = (4)
Log e*; --0.856 + 0.0173 log(DEBT) + 0.4977 log(GOVEXP) + 0.6472

log(TRADE)- 0.276 log (NETTRANS) - 0.049 log (GROWTH) -0.602 log
(INTERESTR)+ 0.0718 log (RINFLATION)
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The Constant -0.856 1.8602 -0.46 0.6545
DEBT +0.0173 0.0931 0.1853 0.8563
GOVERNMENT 0.4977 0.4605 1.0809 0.3029
TRADE 0.6472 0.1634 3.962 0.0022%**
TRANSFERS -0.276 0.1463 -1.887 0.0859*
GROWTH -0.049 0.011 -4.417 0.001***
INTEREST -0.602 0.1758 -3.426 0.0057***
INFLATION 0.0718 0.0398 1.803 0.0988*
R-squared =0.969 Adjusted R-squared = 0.950, S.E. of regression =
0.0568

F-statistic = 50.011, Prob. (F-statistic) = .0000, Durbin-Watson stat = 1.71
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After using the current price for the government
expenditure and the current fixed capital formation
and gather them in one element with log and the relative inflation

Lin
Lin (Lé“ Egyet
Lin DEBT | Lin Lin Lin (Econ gypt Inflat
YEARS Exchang | Services/ | (100%(6/G | (TRADE/G | (100*(NET | o. :{'Eﬁrse? 'JJS(.
GDP DP1)+ 1) bP) T/GDP) Grow | R ’
th R) nterest
R. Inflat
ion
Ll At 3 Jedled)
1991 | 1200577 | 196332 | 347695 | 4452791 | 241530 | 1078838 | 2.880602 | 0-59332
1992 | 1.202266 | 1.86a54 | 3-39807 | 4082775 | 183993 | 4431996 | 2.791676 | 0.58958
1993 | 1207414 | 156809 | 3.40633 | 4074062 | 208619 | 3900791 | 2.641732 [ 0-69354
1.45834 | 3.43121 1.69798 -
1994 | 1.217493 A 5 3.924516 ? 3.973172 | 2.477938 | (15040
1995 | 122531 | 137329 | 342381 | 3916913 | 168939 | 4642459 | 2.386467 | 0-53116
1996 | 1223797 | 1.22736 | 333022 | 3.840053 | 14696 | 4988731 | 2341405 | 0-09827
0.97886 | 3.36325 1.57468 -
1997 | 1.222782 4 S 3.778223 A 5.491131 | 2.240266 | o1caa6
0.79079 | 3.49077 .
1998 | 1.227345 2 A 3.735945 | 1.63929 | 4.036367 | 2.220109 | ¢ 5cs0e
1999 | 1.228a43 | 0-83887 | 3.50330 | 3647055 | 163681 | 10506 | 2.197225 | 0.02114
2000 | 1263348 | 053779 | 3.42607 | 3664021 | 153478 | 5368006 | 2.197225 | -0.2578
0.69790 | 3.38706 1.28654 -
2001 | 1.399221 ) 8; 3.684129 A 3.535226 | 2.100061 | occpqq
2002 | 1532308 | 0-83949 | 345493 | 3713257 | 1.39008 | 2.370489 | 2.047693 -
. 3 - . . . ! 0.12738
2003 | 1771917 | 117802 | 3.38631 | 3835539 [ 119560 | 3193518 | 1.94501 | 033913
2004 182501 | 103354 | 339001 | 4057333 [ 123156 | 4092072 | 1.94501 | 113636
2005 | 1756336 | 093137 | 3.42874 | 4445383 [ 151969 | 4471744 | 1.933934 | 0-16782
2006 | 1747646 | 0.82651 | 343357 | 4119339 [ 147523 | 6843838 | 1.791759 | 059135
2007 173074 | 089278 | 347148 | aa7s622 | 163310 | 7087827 | 1.791759 | 0-61122
2008 | 1.694326 | 068112 | 350477 | 4272100 | 183841 | 7.156284 | 1.998006 | 0-71338
2009 | 1.714564 °-4‘}14-63 3.42258 1 4.041538 1'53;872 4.64854 | 1.916923 | 1.3975
dyhia gl cliilasYIDescriptive Statistics
Mean 14 1 34 3.9 16 a5 22 03
Median 13 0.9 3.4 3.9 16 45 2.2 0.3
Maximum 1.8 2.0 3.5 43 2.4 7.2 2.9 14
Minimum 12 0.4 3.4 3.6 1.2 11 18 -0.6
std. Dev. 03 0.4 0.0 0.2 03 16 0.3 0.5
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® Edwards, Sebastian 1991. Real Exchange Rates, Devaluation, and Adjustment,
Exchange Rate Policy in Developing Countries, The MIT Press, Cambridge,
Massachusetts, pp.5-50
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No: WP/99/40, P.P. 3-6.
19 Robinson, (1947). She stresses the point that “"the notion of the equilibrium
exchange rate is a camera. The rate of exchange, the rate of interest and , the level of
effective wages ...etc. For more information, see, Robinson devaluation I, in,
Falnders, M. (1989) Editors,” International Monetary Economics 1870-1960.
Between the classical and the new classical ", Cambridge , 1989. P.281
' wiliamson, John 2008." Exchange Rate Economics". IMF Working Paper No. (2),
The International Bank for Reconstruction and Development, P.P. 4-9.
12 Edwards, Sebastian 1991. Real Exchange Rates, Devaluation, and Adjustment,
Exchange Rate Policy in Developing Countries, The MIT Press, Cambridge,
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23 AL-Mashat, Rania A. and Grigorian, David A. 1998. Economic Reform in Egypt,

Emerging Patterns and their Possible Implications. Policy Research Working Paper
(WPS-1977), The World Bank. P2
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%% Mongardini, Joannes, 1998. “Estimating Egypt's Equilibrium Real Exchange
Rate", International Monetary Fund, Working Papers WP/98/5.Washington D.C.
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% Gonzalo, Jesus, 1994, Five alternative methods of estimating long-run
equilibrium relationships, Journal of Economics 60, pp. 203-233.

%8 The Akaike information criterion (AIC) is a measure of the relative quality of a
statistical model, for a given set of data. AIC deals with the trade-off between the
complexity of the model and the goodness of fit of the model. As such, AIC
provides a means for model selection. For more information, see, Wikipedia, the
free encyclopedia, http://en.wikipedia.org/wiki/Akaike_information_criterion.
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http://en.wikipedia.org/wiki/Statistical_model
http://en.wikipedia.org/wiki/Goodness_of_fit
http://en.wikipedia.org/wiki/Model_selection

