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Abstract

The paper aims to make comprehensive view of theoretical frameworks that
determent the relationship between dollarization phenomenon and inflation rate and
fluctuation. It also aims at analyzing and explanting the mechanisms on the impact played
by one toward the other . The paper, as well as, try to makes quantitave model for testing
and determining the nature, value, and direction of the relationships between those two
variables and the capability of the actual situation in Egypt during the period 1994-2016
for reflecting the theoretical situation. The Autoregressive Distributed Lag methodology
(ARDL) was used by Pesaran et al. (2011) is adopted to achieve that. The results of the
measurement show a statistically significant negative impact on the inflation rate (INF), a
significant positive effect of fluctuations in inflation rates (GINF), and no significant effect
on the difference between inflation and exchange rate fluctuations (GIEX) In the
dollarization index Duration of study.
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b Alaall Alaall ; LCC Jiai Cus , EBM = LCC + LDD + LTD + FCD + FCC : (& adle 5, auil 5ll
A Al M Al e Bl sall e Gl Jallyy gl
UDI = (FCC + FCD) / (LCC + LDD + LTD + FCD + FCC)
. (CSI) dleadl JOa) yisay oy e sl (TDI) COlebaall 3 190 yiise =
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GUAY 4 331 i) 853 aney Lea] Jiaty 05 (5 ,AY) Gapliall Gl dal i 3l ildal)
(Feige <lu )aS Ay jail) il 5ol Jd Lo s SV (el 435815 iy Lo 3085 4y graa g
Allall s )l gall i 5e Jlalie) &5 238 cand Dean,2002; Levy Yeyati, 2005; Serdaroglu, 2011)
FD (or AS) = FCD/(LDD + QM)

QM =LTD + FCD sl oluil : QM Jiad Cua
FD (or AS) = FCD / (LDD + LTD + FCD) 1ol b
eally bl can @ilasl) ; LDD eddaall o il (sal 4ia) dleally gilagll s FCD : of G

Agdadd) & il sl w\ Alaally 2 LAY 5 dia ) il LTD cudaal) &l il (5] ddaal
( a 4il)) AlElal) ) yaatall o
Bac Caaie] 38 axall 5okl Y Lo 2l L jad UJ,;L;M\ Ble muajl
:ﬁM‘D&@LMLﬁM‘ d&ﬁb)&mﬂ\uc).\.\uﬂg”_a\w
oo maill llgiual) e ol 80 8 sl Jaee dlaic) &5 3 (INF) adulil) cana )
. paaatll Y
) Jane alaie ) o3 adiaill ¥ ana 8 LN ulal s (GINF) pduaill e ana 8 cltasl) | ¥
. (Uzun, 2005, 56) aauaill ci¥aza 4
i) s adie ) die yueill s f(GIEX) e _pal) o il § aduail) cildf o 5,80 |1
(Us and Metin- 4usall Jas (pSad (o ypall Sl & cblall ) ascatll Y aea &
. Ozcan, 2007)
gl il dagla
A8all daplal ilaie 5 aalis Jilad e J geanl) g bl 5 5480 SIS I J s ol Coagy
Sy jall jean 4y ) geaad Aadlall 35 sall 3 jalls 5 Leilaldd g adiaill W ara G Jay 3 )
STy Angier Caay Le Al ol Ciagde) a8 ddiball a0 HA3 b 4alasil
LA (e o 53 cAutoregressive Distributed Lag (ARDL) (7)4e ) sall 4xia 3l &l gadll
c@“#\jM\uﬁM\@@a}}A\u\M\ cjjjﬂ\)gudﬂaﬁ\aﬁ)\d\uagw
.(Pesaran et al, 2001) < _aidl) «ﬂlﬁ il ol s dai g ana aaad e 50

TDI (or CSI) = FCC / (FCC + LCC) , TDIy (or CSly) = FCC / (ENM)
:NM¢NM = NM + FCC : il saall SLa®B¥) (& (ancaiy (gll 5 Jladll Gaucall slinay 358l (2 e 1 ENM S

(NM = LCC + LDD) Oasaly (52 5 Ganall olimay 2 g8l (i e

TDIy (or CSIy) = FCC/ (LCC + LDD + FCC) e A R
(Zoryan,2005) BCI = (LDD+FCD+LTD) / (LCC+FCC) . (BCl) (& radll jeall ddlaas pi5a 2
e Al il siuse 13 Q) yrite GG 3lai A Lgalaiiad JSal 5 AY) maliall (o (ARDL) dingie jpaii Y
daald o adiai ARDL diagie (i &lld (e Sliad b praall Glial) dlla A Lgialad (S LS g ) i)
(Optimal Lag e 31 cilelUa¥) (e Jiad) asdl saad aadind 3l 5 (Schwarz Bayesian Criteria) (SBC)
e il asd g8 UL g ¢ 1A Lol )Y Aslaial) JSL A1) e ARDL 4sagie Jenti WS, Length)
5 (Error Correction Model) (ECM) Uasl) gl Aafii laelhe) ol o 3 e  jatll are 30U
(Morimune and (sota oY dagii JIa 5l Gl jlacal () &igan amy 051 58l M B2 sall (8 23 5031 5508 s

Mantani, 1995; Pesaran and Shin, 1999)
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zisai 2elua &3 Pesaran, et al.(2001) , Pesaran and Shin (1999) e slkie Yl
[(Fatukasi et al,2015) Z5Y) Aslaall U3 le ARDL z35eiY U5 il
A(FD) - ﬂO + ﬂl(FD)t 1 + ,82 (INFl)t 1 + :83 (GINF)t—l +
Ba(GIEX)(—y + X0_  y1A(FD) 4 + XF_ v,AUNF)—; +
Y V3A(GINF)—y + X0 vaA(GIEX) 1 + &1 )
_sz\}.ud\uasj\q;z & Jiad 3)
G APIA| ws,_ﬂ O 2 oY) sk ALY A BB, B, B COklall Sy
(.\.\Sj\ LA ‘)SJ.AM U\ LA\ 43.1\...»5\ Adaladll _).Lm.\ (PXS CJ}A.M ‘).1..453\ Lgd.d\ 4\_\5_); )/1’)/2’)/3’)/4_
(Unrestricted Error (UECM) aiall e Uadl) o zasail a5l il Al
Al Ol paiall aal 5 el dalra (A Jyshall saall 435 50 zuai «Correction Model)
sl JG] Loladl) ab g caal g eUasls @L\S\ il Jalza e LA}MASA (J\.MJ\ 5 Hlil 4_1})..4‘\)
Ll 5 oSl e alaall 8 el yaaitall 359 (58l e JMA (e yuadll
LA G Jishll sl WBle asay e @l L ABLW) Yol e e
ey (Bounds Test) 2saall JLidl aladiuly (INF, GINF , GIEX) 4aarca sill & yaiall
pde dpia B yidy (M) (Wald test) F oWss) Ao ity s3I Pesaran et al.(2001) ¢! A
BNl e CadST l yuaial) o & yidal JalSill o ga g Jilie &l yarial) o & yidiall Jalsil)
skl gaall el paiall a4y ) 5l
e ARDL zasail (A ypalll Jal) 3 ASalinall A8l G 53 (S ¢ AT aila (4
13 WS 5 (Error Correction Model) (ECM) Uaall masai &3 gl L3I JMA
A(FD) = yo + Xi_, v1A(FD)_q + X7, V2AUNF) ey + X7, v2A(GINF); +
Y0 VaA(GIEX)¢—1 + 61(ECT) 1 €1;
3 yual Aaleall OO alea Y1, V2 V3 Va _@Mﬂ\ ic 01 _u:il\ zasai s ECT GITEN
el ol 23 pail Ay A pall Cblalaall (St 4 5 (sl

Gl Jalat g i galll a8 ay
a3l JusDlad) iy Jaliasd (je Al ) JSEN 3 can ol i) Al gaa )l Cue
o3 LS5 e e lll agaity 5 (FD) ¢ (GIEX) ¢ (GINF) ¢ (INF) Aud yall <l il
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A ) i il dia 31 JauDlad) cililaad Ailaad) o gau 1)

(Eviews 9) gl il Ao slalie Yl Caldl) dlas) oa JS&I) o

A8l aae ) Jgaall 8 4xils Asaa gall *Phellip-Perron (1988) (PP) - sas sl
e i) il VN (5554l 2aly g Al Hall ) purite aend s (5 sl die A 1) Jusdlud)
atl) il Casgal Leale Phillip Perron (1988) (PP) < sas sl jaa Ll 5 ¢l jal 5 5 il
and Intercept) (None ,Interceptand OGN gually s dilias) 4 sine I3 (pp) 4 4 susall
i i 1 Judladl il ¢ e Jay Lea ¢ 0,05 1 4add L (Prob.) Adlaia¥) ad ) slaii ol 3)
Y Ll h e 3 e <l yuaiall

Y Jdaaad)
Al jal) &) el dia 31 Judlad) ULt Phillips-Perron (pp) JRa) gl
Level First Difference
Variables Trend and Trend and
None Intercept None Intercept
Intercept Intercept
FD -0.577 -4.036 -4.107 -8.100 -7.632 -6.413
(Prab.) (0.833) (0.005) (0.019) 0.000 (0.000) (0.000)
INF -0.713 -2.233 -2.838 -5.874 -5.726 -6.007
(Prob.) (0.395) (0.200) (0.199) (0.000) (0.000) (0.000)
GINF -0.163 -6.323 -7.045 -25.603 -26.577 -24.194
(Prob.) (0.615) (0.000) (0.000) (0.000) (0.000) (0.000)
GIEX -0.794 -4.126 -4.249 -12.534 -13.758 -21.838
(Prob.) (0.360) (0.004) (0.014) (0.000) (0.000) (0.000)
Critical Values
1% Level -2.674 -3.769 -4.440 -2.679 -3.788 -4.467

G JRS (pp) O -omld JLa) slaie) 5 3 st il e 3l Sl By ) il ) Jpemslly

LUV g e oalituls Lagile (5 4358 «(ADF) sl SLsh <S35 (DF) sh oS0 (5!

3k (133u) I (a5 (ADF)«(DF) sl e e 2oy sam ) s ial il 3150 3 30
(Gujarati, 2004, 818) shbill 3 sa 44f Adlal ()53 (e 2 5] (il dpalaa e dilian)
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Level First Difference
Variables Trend and Trend and
None Intercept None Intercept
Intercept Intercept
5% Level -1.957 -3.004 -3.632 -1.958 -3.012 -3.644
10% Level -1.608 -2.642 -3.254 -1.607 -2.646 -3.261

(8 5l (59%) A sinall (5 sinse die (PP) LAY (P-Values) s sizall by siasall i (ol 831 (s a8 Y1 o
(Eviews 9) gl » =l e aldie YU Saldl dlae) (e Jsaall o
S GEA ala 3 5l ol ppaial A N Judladl 4y ) i) ae ) slad aal | ki
Jal&ill HLaal Ja g ) A gioee duie 30 Judladl @l a3 (1 GoaN 3 gan e Leilay
Al Glgmdll A plaasVl dmgie aldiuly zisal) Gl Gn il
.Pesaran et al. (2011) 4«3 53l (ARDL) 4< ) sl
Wy dygine SV Z3sa¥) Hlial G5 ((Bound Test) 2saall JLialy dilain¥l
zasaly Ly & jidall JalSil Ll gl ) Qe il w512l adail) (0 28l Jiay (530 5
35 K55 Al ¥ Joaall 8 e LS5 3 saill &l yiia (g JaY) AL sk 4831 (ALRD)
(INF) Jaray dliaial) AU 43) i gy adoiatll (& jidia JWlS5 483

Y e

Egalll &l pata o & fidall JalSSl (Bound Test) 2gaad) JLaA ailis
ARDL Bounds Test
Sample: 1995 2016
Included observations: 22
Null Hypothesis: No long-run relationships exist

L. Critical Value Bounds
F-statistic 4.778673 Sign. 10 Bound 11 Bound
K 3 %) 2.72 3.77
%2 3.23 4.35
%Y,° 3.69 4.89
%) 4.29 5.61

(Eviews 9) gwbi milii e alaie YL Salll dlae) e Jsanll @

ol el il g adicail) L C (38 5 (GINF) adoaill ci¥asa 8 il
138 ie Llall da jall 5 gaall 4 sunall Fdad &) slad Cun 0940 45 5300 (5 51 ie (GIEX)
(GINF), (INF) 0o 4ai Ja¥) Aol 283e 2 gay uay s 5aY) dyginall (o (5 sinaal)
(FD) <! (GIEX)

Lo s 22 5] ol iy & yidia JalSS 3 g g (p 0 sand) L) =il 4 ) 8 Le e 5l
s Jashall Ja¥) Cidlelaa a8 a3 ol jpaciall lli (s Jal) AL sk 483e 3 g 5 (g Slld 4ny
¥ U saally Leails s
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¥ dsaad)
Jashll Ja¥) cilalaa g ARDL - g & jidal) Jalsil) geilis
ARDL Cointegrating And Long Run Form
Dependent Variable: DF
Selected Model: ARDL(1, 0, 1, 0)

Sample: 1994 2016
Included observations: 22

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(INF) -0.275873 0.124961 -2.207677 0.0422
D(GINF) 0.216320 0.100183 2.159248 0.0464
D(GIEX) 0.064079 0.053793 1.191197 0.2509
CointEq(-1) -1.328559 0.285703 -4.650139 0.0003
Cointeq = DF - (-0.2076*INF + 0.2481*GINF + 0.0482*GIEX + 1.1939)

Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob.
INF -0.207648 0.080553 -2.577779 0.0202
GINF 0.248067 0.114766 2.161507 0.0462
GIEX 0.048232 0.037491 1.286486 0.2166
C 1.193917 0.217786 5.482069 0.0001
R-squared 0.566802 Mean dependent var 0.008046
Adjusted R-squared 0.431428 S.D. dependent var 0.162240
S.E. of regression 0.122335 Akaike info criterion -1.137107
Sum squared resid 0.239453 Schwarz criterion -0.839550
Log likelihood 18.50818 Hannan-Quinn criter. -1.067012
F-statistic 4.186930 Durbin-Watson stat 1.906481
Prob(F-statistic) 0.012668

(Eviews 9) z=bi_n g e aldie YL Gl e o Js2all @

Jhia) el a3 o(Autocorrelation) (1) Ll ¥ ASie (e z35a¥) A e aSlal
ZasaY) il CaSi Al & Jsanll 8 anilis caa )l 53 Serial Correlation LM Test
.0.05 ) Aad F-Statistic dallaial &) glad 3) ¢ SIA Lol ;YY) A
¢ Jgad
A Bl M Serial Correlation LM i)
Breusch-Godfrey Serial Correlation LM Test

F-statistic 1.536127 Prob. F(2,14) 0.2494
Obs*R-squared 3.959032 Prob. Chi-Square(2) 0.1381

(Eviews 9) gl g2l o alaie YU Cald) slac) (e Jsaall @
CJ‘BAJME‘)M\ k%’\.d:ud\ O LQ\ PRGN Qb\gﬂ\@w u\‘)g_\‘\_ﬂ J9ngalc u\.}.ﬂ)
A sl Al CUSUM bl alaie ) 25 288 edu) jall 3ae JUA LilSs 2aSLa aadiall
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T T T T T T T T T T T T T T T
o1 [@3=4 o3 o4 os o6 o7 o8 o9 10 11 =3 13 14 15 16

[ —___ CcusumM _____ 596 Significance \
A
Zagaill 4y ) JELY CUSUM LA gl
(Eviews 9) gebi_n s e alaie Yh daldl slae ) e JSA

Ao all a5aall 2l CUSUM sy Sl JS&l & 68 9 JAA (e g oy F JSE) 4
e alas¥ly R Z3sad Jal) A gl 5 j0ad) COllrall piai (945 (5 sl e
alaall Aalie o5& @iy o g a6 jual claladll
ol Lo il ALl pualiil) gl
Jara o ils il 8 mad 8 (INF) adazadl) Jare (8 JaV) Al sl il ol Wby o
Lo ol 38138 0580 () ¥) ¢(-0,207648) 2538 Jalaar s s yall yoan i) san 3 5150
B (8 ag adnaill ¥ are g1 o STl Dy el il Hall 5 4 Hhil) Sl Ll
(Rennhack a3 ae 8 gia el Al s ead (31530 gad ¥ ara) B sall LY drs
sl 35535 pdaill Jane (g A sine Al Ao 250 Sl 3 and Nozaki, 2006)
cMUﬁuﬁUu&'&ﬁ)ﬂ@w‘ﬁM\ odd Ciela Layg wm‘&f\g
el Lgiglaiaal (2Bl of 288 Lay 55 ) gall iV axad o(Hysteresis) baw) Ol s ) am 5Y)
ol Ll 138 Cai g 431 (Reinhart et al., 2003) 6 WeSé aduzaill C¥axe 4 dlalal)
e uaalld 65 )] gall il giase 8 Lialials) adaill CV e 8 alaasyl Al g of (5 5 el (g
o Al e cilala ciia )y (AU S sl J 50 Rali) 51 paall clpdba®®y) il Jsal
s o=l (Kessy, 2011; (Reinhat, et al. 2003) 2S5 LS 5 clgaihy ol aduaill dallas
JS 5 i )l all o) J 58l <13 (Rajan and Tokatlidis, 2005) ac s ¢3 ) sall ¥ axa
vie Sl sy (55 pually ud S5 AL Ol ) IS adatl) ¥ aee plaE Y S
s < oAl @l e d g Loy @lld sy (Ivanoy, et al., 2011) eV axe Gl
Jalae ) Lan il slas¥ (uSlae (i 515l ci¥ana b il a8 adaill (e (5 80
A b o) e Lee ¢9%43.1428 I 4ad ) 5la &l (Adjusted R-squared) ol
LS 73 5 ey ol ol yuriia () 2503 5 ) sal) Va8 Alialal) ol yuaill (e 907
8 Jaiasal) 3 Copaall Sl gl ) 5 adoaill Galesi) oladly Jaay o3 Cilad g3l Jale ()
Ize and Levy-Yeyati, i LeSé cadzail) Ci¥anay Sall Sl oladlss )l sall ¥ anae ady
Y e (il e a1 AU 1S jal 53 G251 sall il gine (ialidil e (L (2003)
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) A AEEaN Capeall jlad (ol elaily dad gidd)l LN () ) 3 sy Layy aducall
Bl sall ¥ 22a3 4 adiaill Y e LIS
ols ) 8 Jal) Al gla i) il 5 5 (GINF) pdaill Ci¥are 8 i) Cinni o
¢ 438) gia 3 AL 5 ¢(0.248067) o8 Jalaa g dp p2ll jme 4y ) ggan (B B gall Jara B
Al il all 5 salaBY) ghidll
6 simall o nili i) 8 (GIEX) iwall Jlansd il g adomil s G (3,80 paie Jid o
Y €0.05 & siase (e UaidT 5 Juad () Prob. ) dagd adaia al 3 byl sall Ve b
Bobsall ¥ aee 8 Alialadl col pall ] Andsall Jidad 4108 L6 ol Camaza (uSay 53)
el U5l s Ledla) By jemall Al 3l gudl) Comia W 4 s a b il agmy Lay )y
(s AY
e Lo (A sinall 5 Aplidl) ASI 5 o 53 Lyl (Gés 3 (CETyy) Waddl s o 31 o
Ala ) asadl s il Ja¥) e Alalall CYSEAY) Jaed dlee 43) sl ¢(-1.328559)
Gl F-statistic ded CuSe LS (Al e 1.3) a8 dyia ) 32 ) zlias o)) sl
4l 0.05 e Prob.(F-statistic) 4 Cuaidi) Cus «JSS 3 i) 4y 5ina (4.186930)
.(0.012668) 4ied L
ol lwad
) Gl a2 G Hl Caagl) Byl sall Ve adidll G A8 Ay il
& Dsia celld GlEY s gail (2016-1994) 353l 5 A yall jmn A ) sean Leddinn cAliad
Aaal) Al @l oYU Aall 028 i gy caatal Al &y Ll HLY) aal ol il axy @l
(Pesaran et al., 4«3 s (ARDL) 4e ) gall d3ia 3l Ol sndll SIA jlasi¥) doagiay dliial)
.2011)
aaii Ja¥) 4l sl A83e 3 5a 5 (e (Bound Test) 2 saadl Hloial il 43 ) 8 Lo e 2l
(GINF) =il djm‘_;agﬁﬂ\} ¢(INF) adcaill Jamay Aliaial) 83N 43) il gy il (e
05 &3 ((FD) 3 sl ¥ara () (GIEX) oyl el Ll g adiaill LSS oy (3 all
a5l (INF) 3 e ol 5l a5 Leadlis e 0 (Jyshall Ja) cilelas
(FD) (& (s siaall o 58l L) 3 (GIEX) Licie Ji un (B (D) 62 (GINF) d (5 51
aduail) Jamal Sl 580 ) cinall e il 3l ) IS (e g o sil) Sy ale
o)) Lpalatl) je a5l dpabail (55 38 (AT O jaia 3 ga g Sy 51 gall iV ara sai e
Ol sl gy 3 1 sall e 8 Aad B ) a5 5 S50 (5 58S Calae 38 (z35a0Y) e JAS
};.1 .J\)éY\ a\;j\ u\ us CLASY\ USA.I LS u.nSLxA]\ blA.ly‘ LsJ\ MP} M}\ k_:Y.JaA] ua..ul:a!\
u_\h}.\m ‘_,,AAJ;A\A!\ u_al_ds.\ﬂ ?G_uul_\mla.u_); 4.\.1.\;\ lac MAJLA\ u\JP}‘J\_}L\AAY\
el Lalaiay) vie L a pmill Sy Al pluall CLUY\ BINPRRREN: it | g PR PPN
LJM\ .ASUJS..g u\ uSAg-‘g)m.d\ ‘\:ALAJ‘ d\}m\}“ ua.a.aulﬁ ceds.}l.nés aj)k.c a_i\dj;}d\
s Wl allaty (3 a1 o peal) e L 5 adimil) L (s §A Ll e 3l
885l 5 )l gall DV ama A3 el LalaBY) pee g daliai) G juatall 5 Jal sal) aaes Al o
S Y sk STl il g paall slaBV) dapls 35S (< Ganll 2ay cla il dagl e
E\MU Jam;y\ S OJJ,J\} a)b.ﬂ\ e uam FATS u\;\);y\ th\ J\)ﬂ\ L;m (s
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