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Abstract

The study aims to analyze the effect of inflation on Egypt's economic growth in the long and
short term during the period (1974-2023) using the Non-Linear Autoregressive Distributed lag
model (NARDL), and an Error-Correction Model (ECM) for estimating short-term
relationships. The long-term results show that there is a nonlinear relationship between inflation
rate and economic growth, and the positive inflation shocks have a positive impact on economic
growth. Conversely, the negative inflation shocks negatively impact economic growth. Imports
of goods and services have a negative impact on economic growth, and capital accumulation
positively affects economic growth. The value of the error correction term shows that 19.1% of
the error due to the previous year's shock was corrected annually on average, implying a return
to balance within about five years. The study recommends the need to focus on the aggregate
supply side, support Egyptian industry, and identify the reasons behind the shortage of aggregate
supply for stimulus measures.

Keywords: Inflation - Economic Growth - Nonlinear Autoregressive Distribution Lag Model

(NARDL) -Error Correction Model (ECM).
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Soimn Blyil 3929 pue ao ¢yluandl dgar M3 doy a5 4) LNGDP (gl gojgidll (o I

(gl 2oy gl e
E5edl Slsita) Lbeogll SLibasyl (1) pdy dgr
LNGCF LNGDP LNINF LNIMP
26.80 28.63 2.32 26.91 Mean
26.88 28.67 2.37 26.62 Median
27.10 29.73 3.52 28.25 Maximum
24.67 27.20 0.82 25.74 Minimum
0.81 0.70 0.62 0.77 Std. Dev.
-0.60 -0.27 -0.60 0.38 Skewness
2.84 2.04 2.98 1.72 Kurtosis
3.09 2.50 2.10 4.62 Jarque-Bera
0.21 0.29 0.22 0.01 Probability
1340.05 1431.39 116.02 1345.56 Sum
32.01 24.28 18.79 28.77 Sum Sq. Dev.
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i+ Y201 134 LnGCFi +577 4ia LNIMP+ v e (D)

o€ Ble ((@YeqePe ) DI ol Jiad (1) piial) JoII Gya)l JieS () 1u>
LY Sang madll J2II clelas (A) Lty oasie SN gl 3oladl WAL Jiedl suall
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odids «(Dickey & Fuller, 1981) guogall 98 -3 Hlas! plustinl su>gll jda jlas!
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0952 ouekedg 198 (05 HLas plasuil Busgll jda Hlasl Z8US 1(2) ©3) Jour

as) D(1) JoY! Gyl ds-l sy piciall (Level) Juo¥l dnizg § mickol! Ol
BN 1st difference
1(d) 09 ki Hsd S Oam peld Ssd S
Constant Constant Constant Constant Constant Constant Constant Constant
& Trend & Trend & Trend & Trend e
1(0) 4.7456- 3.8949 — 4.7133- 3.9633- 4.8060- 3.7888- 4.3540- 2.7401- GDPt
(0.0020) (0.0041) (0.0022) (0.0034) (0.0016) (0.0055) (0.0059) (0.0748)
1(1) 7.4347 — 7.4607- -7.2932 -7.3238 2.3116- -2.4283 2.2435 - 2.3642- INF:
(0.0000) (0.0000) (0.0000) (0.0000) (0.4100) (0.1395) (0.4557) (0.1570)
1(0) 7.4002- 7.0422- 7.4249- 7.0580- 3.5694- 3.4886 — 3.5687- 3.3855- GCF.
(0.0000) (0.0000) (0.0000) (0.0000) (0.0431) (0.0125) (0.0432) (0.0163)
1(1) 6.9633- 6.8305 — 6.5645 — 6.6045 — 2.0490- 0.2166- 2.3032- 0.3545- IMP,
(0.0000) (0.0000) (0.0000) (0.0000) (0.5604) (0.9291) (0.4242) (0.9086)
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oo Y el dghall J2YI (3 Z3gel Cilpite o e JoS d3Me la OE13] b dudoxs @i
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Upper Bound Value Lower Bound Value Dginall (§gium
3.52 2.45 %10
4.01 2.86 %5
5.06 3.74 %1
8.700 F-statistic
NARDL (1,2,4,2,0) Selected Model
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1@l

(ARDL) Jlas g8US 1(p1) 8y Jor
DependentVariable: LNGDP
Method: ARDL
Date: 071624 Time: 1130
Sample: 1978 2023
Included abservations: 46
Dependentlags: 4 (Automatic)
Automaticdag linear regressors (4 max lags): LNGCF LNIMP LMINF_PQOS
LMINF_MNEG
Deterministics: Restricted constantand no trend (Case 2)
Model selection method: Akaike info criterion (AIC)
Number of models evaluated: 2500
Selected model: ARDL(1,2,4,2,0)

Variable Coeflicient St Errar t-Satistic Frob.*
LNGDP(-1) 0.808756 0.033435 2418890 0.0000
LMGCF 0043830 0.018797 2597725 0.0741
LNGCF(-1) -0.0354417 0.022506 =-1.574767 01251
LNGCF(-2) 0.034971 0.018445 2.002206  0.0538
LMIMP 0.002808 0019052 0147373 0.8838
LMIMP(-1) 0031416 0024405 1.28725% 02072
LIIRAR (=2} 0073174 0.023511 -3.112279 0.003%
LNIMP(-3) 0.0335%94 0.021089 1.592230 01210
LM IRAP (=) A0.044120 0.015804 2. T14T4 0.0088
LMIMNF_POS 0024597 0006858 3.5846737% 0.0071
LMINF_POS(-1) 0021342 0.009227 2313010 0.0273
LMINF_POS(-2) 0025781 0.008440 3.054520 0.0045
LMIMNF_MEG A0.01746%0 0004705 -3.606308 0.0070
C 5317116 1.072185 4,959142 0.0000
R-squared 0999741 Mean dependentwvar 2873937
Adjusted R s quared 09994663 5.0, dependentvar 06154602
5.E. of regression 00711293 Akaike info criterion -5 BE3392
Sum sguared resid 0.0040871 Schwarz criterion -5 326849
Log likelihood 149 3180 Hannan-OJuinn criter, K A6T4908
F-statistic 1028275 Durbin-Watson stat 2.091347
ProbiF-statis tic) 0,000000

*Mote: pwalues and anysubseqguenttestresults do notaccount for madel
selection.

(Eviews 13) @olip Je slaeYb iUl slue] 1 yduaell

32



(2023-1974) BAX UM _pae (§ $obaidYl gaill e el 5
IJMER NARDL dixgis plasuisty

ol s :(p2) o3 Jgaer

Dependent Variable: LNGDP({-1)

Method, Variable Selection

Date: 07624 Time: 1207

Sample (adjusted): 1977 2023

Included obsenations: 47 after adjustments

Murmber of always included regressors: 5

Mumber of search regressors: 8

Selection method: Uni-directional

Stopping criterion: pvalue =0.5

Mote: final equation sample is larger than selection sample {rejected
regressors contain missing values)

Variahle Coefficient Std, Error S tatistic Prob.*
C 2654952 2370729 11.19888 0.0000
LNGCF(-1) 0.318002 0.045780 6244375 0.0000
LMIMP{-1) 0275097 0079414 3464082 0.0014
LMIMNF_POS(-1) 0142235 0.035977 3.953555 0.0003
LMIMF_MNEG 105741 00166462 636535674 0.0000
DLMGCF(=17) L.238793 0.0814631 =2 925279 00058
DILMINF_POS) 0060294 0.029137 2069339 0.0454
DILMINF_POS(-1)) 0.0911%90 0038744 -2.353508 0.0240
D{LMIMP(-1]) 0141921 0.088494 1.6825605 00,0740
Di{LMIMP(-2]) 0048547 0.078404 0619451 0.53%94
F-squared 09934658 Mean dependentvar 28.66343
Adjusted R-squared 0.922115 5.0, dependentyar 0645067
5.E ofregression 0.0572871  Akaike info criterion 2695408
Sum squared resid 0121399 Schwarz criterion -2.301780
Log likelihood 7234209 Hannan-Quinn criter. =2 547276
F-statistic 6440786 Durbin-Watson stat 0703980
Prob(F-statistic) 0.000000

Selection Summary

MNumber of s elected regress ors; 5
Added DILNGCF(-1])

Added DILMINF_POS)

Added DILNINF_POS(-1))

Added DILNIMP{-1)}

Added DILNIMP(-2))

*Mote: pavalues and subsequent tests do notaccount for variable selection,

(Eviews 13) @olyp e slaiedb cpimWl slue] 1yduaell
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(Wald Test) )L :(p3) 03y Jo=>

Wald Test
Equaton: Untited

TestStatistic Value df Probability
tstatistic 8.837218 37 0.0000
F-statistic 78.09641 (1,37) 0.0000
Chisqguare 78.09641 1 0.0000
Null Hypothesis: C(4) = C(5)

Null Hypothesis Summary:

Normalized Restriction (= Q) Value Std. Err.
C(4) -C(5) 0.247976 0.028060

Restrictions are linear in coefficients.
(Eviews 13) zoliy Jde slaeYb ui=Wl slue] 1 yuuaedl
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