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Abstract:

The study included testing the impact of exchange rate
fluctuations on the industrial sector in Egypt during the period
(1990 - 2022). The study relied on increasing dependence, using
autoregressive  bias, mutual lag difference, autoregressive
distributed lag (ARDL), to arrive at a better model that can be relied
upon in interpreting the hypothesis model. The study is specific to
the effectiveness of the exchange rate in raising industrial value in
addition to the short and long term, by applying it to the Egyptian
economy and varying with the economic one. The results showed a
significant relationship between exchange rate fluctuations on value
in addition to industrial value, which proves the validity of the
study hypothesis.

The study recommended developing a smart plan that
combines further reduction of the exchange rate, energy sources
from foreign currencies, work to reduce imports, improve local
industries as alternatives to local industries, increase the volume
of local products based on currency components, and encourage
and promote indigenous capital.

Keywords:

Exchange rate - Flotation - Industrial Sector - Industrial

Value Added - Capital Formation Rate.
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16 . . " 3.14 1991

15.6 . . w 3.32 1992
15.7 . . - 3.35 1993

16 21.45% $6,3, $1,35 3.39 1994

16.3 19.46% $7,11 $1,38 3.39 1995
16.5 14.33% $7,8 $1,1 3.39 1996
16.3 18.15% $8,25 $1,49 3.39 1997
16.9 14.44% $9,5 $1,37 3.39 1998
17.9 14.01% $9,4 1,32 3.40 1999
17.9 25.08% $8,1 $2 347 2000
17.7 21.56% $7,3 $1,5 3.97 2001
18.49 30.24% $6,5 $1,9 4.50 2002
17.3 35.99% $6,3 $2,25 5.85 2003
17.2 38.08% $7,7 $2,9 6.20 2004
16.7 29.33% $10,4 $3,0 5.78 2005
15.9 29.69% $11,6 $3,46 5.73 2006
15.3 22.74% $15,7 $3,5 5.64 2007
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155 34.47% $28,1 $9,6 543 2008
15.7 33.19% $29 $9,6 5.54 2009

16 34.77% $31,6 $11 5.62 2010
15.7 42.18% $30,8 $13 5.93 2011
16.2 36.29% $35,3 $12,7 6.06 2012
16.6 37.52% $36,5 $13,7 6.87 2013
16.7 35.91% $37,5 $13,46 7.08 2014
16.7 29.50% $37,38 $11 7.69 2015
16.8 37.62% $32,77 $12,3 10.03 2016
16.6 37.44% $33,79 $12,6 17.78 2017
16.3 33.43% $40,57 $13,5 17.77 2018
15.9 32.16% $40,73 $13,1 16.77 2019
16.3 37.34% $34,69 $12,9 15.76 2020
155 45.28% $41,05 $18,5 15.64 2021
15.9 47.66% $42,83 $20,4 19.16 2022
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3 it Sl sl il 1 J gaal) aa g
(%) Jo>
& fdial) Jalsil) e gl

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.683717 51.93957 47.85613 0.0197
At most 1 0.309561 16.25490 29.79707 0.6942
At most 2 0.133368 4.771620 15.49471 0.8326
At most 3 0.010724 0.334241 3.841466 0.5632

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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Akaike Information Criteria (top 20 models)
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Dependent Variable: ADD_V

Dynamic regressors (4 lags, automatic): EXRATE OPEN GFC
Selected Model: ARDL(4, 4, 3, 4)

Variable Coefficient Std. Error t-Statistic Prob.*

ADD_V(-1) 0.397368 0.302888 1.311930 0.2189
ADD_V(-2) -0.205583 0.327688 -0.627373 0.5445
ADD_V(-3) -0.090431 0.294715 -0.306840 0.7653
ADD_V(-4) -0.658567 0.249947 -2.634828 0.0250
EXRATE 0.118534 0.108380 1.093691 0.2997
EXRATE(-1) 0.079972 0.137609 0.581154 0.5740
EXRATE(-2) -0.031737 0.146645 -0.216419 0.8330
EXRATE(-3) 0.325422 0.181248 1.795450 0.1028
EXRATE(-4) -0.487516 0.157950 -3.086517 0.0115
OPEN -0.021387 0.035614 -0.600511 0.5615
OPEN(-1) -0.045878 0.037892 -1.210738 0.2538
OPEN(-2) -0.072285 0.040435 -1.787675 0.1041
OPEN(-3) -0.103436 0.037763 -2.739093 0.0209
GFC 0.118456 0.080225 1.476539 0.1706
GFC(-1) 0.020840 0.117607 0.177200 0.8629
GFC(-2) 0.079037 0.114722 0.688940 0.5065
GFC(-3) 0.112993 0.098571 1.146318 0.2784
GFC(-4) 0.066985 0.059176 1.131976 0.2841
C 24.75269 7.195865 3.439849 0.0063
R-squared 0.908265 Mean dependent var 16.55052
Adjusted R-squared 0.743141 S.D. dependent var 0.782499
S.E. of regression 0.396580 Akaike info criterion 1.233755
Sum squared resid 1.572756 Schwarz criterion 2.129570
Log likelihood 1.110546 Hannan-Quinn criter. 1.514313
F-statistic 5.500522 Durbin-Watson stat 2.132738
Prob(F-statistic) 0.004451
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Al dxpall 3 ARDL(4, 4, 3, 4) zases o dsaall ek
ADD V, = 24.753+0.397*ADD V., — 0.206*ADD V., —
0.090*ADD V.3 — 0.659*ADD V., + O0.119*EXRATE, +
0.080*EXRATE.; — 0.032*EXRATE., + 0.325*EXRATE.; —
0.488*EXRATE.4y — 0.021*OPEN; - 0.046*OPEN.; -
0.072*OPEN,, - 0.103*OPEN.; + 0.118*GFC,+ 0.021*GFC; +
0.079*GFC, + 0.113*GFC5 + 0.067*GFC,4
1oh La pigadll Lediy
) il (e 9 Apeliall Bladl i@l ADD V siall il
AT PYRU PESY)
ADD_V sial) (udly
Ayl Sl a8 aal g el 5 iy Layla il il -
oLl <l 5 Y 5 ooyl il 8 DT g oyl 5 yidl L 188 il -
A\ PRSI ¥\ SIPR UL RPPRIA O ST i JE P S PRI
"G yall g’ EXRATE el
28y cellal ) 538 iy g cban g elay) By 5 o8 yidl) ity Loyl 1,8l il -
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Mgl LAY OPEN sidaly

Eidliy g collay) (g cbanl g elay) 5 yidy g o8l uii 8 Lo T80 iy -
AL STSIPLS SPRURE 2 SIPPRRE § I k1| JE i LWL O PPAS A REA
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ARDL Error Correction Regression

Dependent Variable: D(ADD_V)
Selected Model: ARDL(4, 4, 3, 4)

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(ADD_V(-1)) 0.954580 0.287813 3.316672 0.0078
D(ADD_V(-2)) 0.748997 0.193473 3.871317 0.0031
D(ADD_V(-3)) 0.658567 0.169063 3.895385 0.0030

D(EXRATE) 0.118534 0.069915 1.695416 0.1209
D(EXRATE(-1)) 0.193832 0.085459 2.268128 0.0467
D(EXRATE(-2)) 0.162095 0.090894 1.783340 0.1049
D(EXRATE(-3)) 0.487516 0.124798 3.906433 0.0029

D(OPEN) -0.021387 0.022911 -0.933469 0.3726
D(OPEN(-1)) 0.175720 0.045196 3.887964 0.0030
D(OPEN(-2)) 0.103436 0.028134 3.676589 0.0043

D(GFC) 0.118456 0.063957 1.852115 0.0937

D(GFC(-1)) -0.259015 0.096762 -2.676822 0.0232

D(GFC(-2)) -0.179979 0.063657 -2.827318 0.0179

D(GFC(-3)) -0.066985 0.038559 -1.737224 0.1130

CointEq(-1)* -1.557212 0.270035 -5.766704 0.0002

R-squared 0.780227 Mean dependent var 0.008138
Adjusted R-squared 0.560455 S.D. dependent var 0.505551
S.E. of regression 0.335171 Akaike info criterion 0.957893
Sum squared resid 1.572756 Schwarz criterion 1.665115
Log likelihood 1.110546 Hannan-Quinn criter. 1.179386
Durbin-Watson stat 2.132738
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Cointegrating Equation:

A(ADD_Vy) = 24.753 -1.557*ADD_V.; + 0.005*EXRATE; -
0.243*OPENy; +  0.398*GFC.; +  0.955*A(ADD_V.;) +
0.749*A(ADD_V;) + 0.659* A(ADD_V.3) + 0.119*A(EXRATE, +
0.194* A(EXRATE(.) + 0.162* A(EXRATE,) + 0.488* A(EXRATE3) -
0.021* A(OPENy) + 0.176*A(OPEN;;) + 0.103* A(OPEN;,) + 0.118%
A(GFCy) -0.259* A(GFC1) -0.180*(ADD_V; - (0.003*EXRATE.; -
0.156*OPEN;; + 0.256*GFCy.; + 15.896 ) -0.067*A(GFC:.3) )

Al 5 laly Uadl) mosad Jales iizg s 5 CointEql Jelee o gl s
da¥) n sl A0S e Jay Les dygime AV 535 ¢ (),00V- ) Aady

5 Al casall 1 5 clagin A8l gead e Jaally (Jishall g juadl)
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s 3 gaill Luandidal) ) JLSAY) ¢ )
iz saill dpaadil) ol JLEAY) il L L s
Sig 73 sadll 4y gina JLAd)
e zigaill 4 sine S laa v 00y dygine (5 0,000 F dad Caxly
) A e (6 sl
Stability &3selll cilaleal dGel) 4y ) ) S5 LY
173 sl Lol E0e ) Ay 51 jEILN) L) il I JSEN a5y
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Autocorrelation Partial Correlation A PAcC C-Stat Prob™
1 — 1 — 1 0215 0.2315% 321865 0074
1 O 1 [ - 1 2 -0.062 -0.180 2. 2186 0.190
L 1 1 O 1 2 -0.146 -0.076 40570 0.255
1 1 1 i 1 4 -0.005 0071 40580 0398
1 — 1 — 5 0.231 0329 81551 0.148
1 q 1 | — 1 6 -0.026 -0.3242 22044 0224
L 1 1 1] 1 T 0152 0.042 91439 0242
O 1 1 q 1 8 -0.146 -0.0411 10056 0.261
1 O 1 1 q 1 9 -0.056 -0.028 10195 0335
1 ] 1 q 1 10 01124 -0.027 10927 0.363
1 O 1 1 1 11 -0.049 Q0006 11.049 0439
O 1 1 O 1 12 -0.124 -0.098 11.857 0.457

E-VIEWS 10 gl o saio¥l dald) alae) ga : juaal)
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Heteroskedasticity Test (bl <l ase LS4 ¢

Heteroskedasticity (iladll il aze jlial) =8 UGN J gaall i 5
Test: Breusch-Pagan-Godfrey

(V) ds
ouilail) il ase LA guilds

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 1.161030 Prob. F(18,10) 0.4179
Obs*R-squared 19.61445 Prob. Chi-Square(18) 0.3549
Scaled explained SS 2.540198 Prob. Chi-Square(18) 1.0000
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Series: Residuals
6| Sample 1994 2022
Observations 29

5 |

Mean -8.82e-15
4 | Median 0.006173

Maximum 0.628997
3| Minimum -0.394372

Std. Dev. 0.237002
2 | Skewness 0.239635

Kurtosis 3.178299
1]

Jarque-Bera 0.315968
0 : : Probability 0.853863
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Forecast: ADD_VF

Actual: ADD_V

Forecast sample: 1990 2022
Adjusted sample: 1994 2022

Included observations: 29

Root Mean Squared Error  0.284077
Mean Absolute Error 0.248520
Mean Abs. Percent Error  1.502272
Theil Inequality Coefficient 0.008570

Bias Proportion 0.001967

Variance Proportion 0.002108

12 T T T T T T T T T T T T T T T T T T T T T T T T T T T T Covariance Proportion 0995925
94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 Theil U2 Coefficient 0.588371
Symmetric MAPE 1.502513

—— ADD_VF ——- *2SE ‘
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