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The Impact of Interest Rate Changes and Inflation on Private
Consumption Spending in Egypt during the period (1980-2022)
Abstract
This study aims to examines the impact of Interest Rate Changes and
inflation on Private Consumption Spending in Egypt using an auto-
Regressive Distributed lag model (ARDL), based on annual data during the
period (1980 -2022). The study found that there is a positive relationship
between income and Private Consumption Spending in the short and long run,
which supports the Keynesian hypothesis. The study also showed that the
impact of income on Private Consumption Spending in the long run was
higher than its impact in the short run, which supports the life cycle
hypothesis. While there is a negative impact of government spending on
Private Consumption Spending in the short run, which supports a crowding-
out effect between government consumption spending and private
consumption spending in the short run, while there is a positive impact of

government consumption spending in the long run. Wealth, inflation, and
interest rates also have a negative effect on private consumption spending in
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the short run, while there is a positive effect in the long run. The exchange
rate also has a negative impact on private consumer spending in the short and
long run.

Keywords: Interest Rate, Inflation, Private Consumption Spending, Egypt,
ARDL model.
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cilayles) ) abaid) IS disat 85,2024 alad ol dlill e palall (WD) daallel)
g bl 8 cnsl) Qi (Adle ad e aflgiaY Adal) sl e elfial) dueads
i) saxie adll ile gl oz 3gall (5Sog (Aigpal) ylans Labadll 2aety Aabeial) (L)
p M i) e
LnCi=fo+ 1 INGDP+ 2 In Gt B3 INWt +f4 INEX¢+ fs INt+ fs IN INF¢ +&t.
Gy Jaall cDlalae A8 2. B35 B B5Po 5« Hsall Uadll 58 1 cail t
o paaill Jaeay ¢ giall 83 ey ¢ el Capall uas 85 5illy ¢ pasSal) SgaaY)
OsSs o Al ladsilly Al clulpally GosbaBY) Lkal) il Wy adsial (e - sl
Al B2, Ba BsPo ) 055 v cAiage B3¢ By 8)LA)
zasalll Cfpiial dndagll cilelaay) —2-4
kil o z3sall clpiid il clebaal (1) a8y Jsaall @lily o mai
Ll WS ¢ gmndall ajgil) €5 3B 2l Jae el puaiall cilild) Jedld (Jarque-Bera)
o2 i Ay (aliadl (uSay Lea z3galll il piial Std.DeV (gluaall CibaiV) ad (aliad

henll Ly Jsa paaaal
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(1) a2 Jox
zisadd) cilpiial Lbagh & plany)

Ln INF IN; LnEX: | LnW; Ln Gy Ln GDP; | Ln Ct =l sl
21287 -1.350 1.276 4.420 23.50 7.520 25,719 Mean
2421 -3.153 1.376 4.416 23.887 T.545 25.713 Median
3.384 7.138 1.052 4.586 24.641 8.316 26.599 Maximum
0.519 -17.414 -0.356 4.196 12,898 7.271 24.856 Minimum
0.640 5.782 1.050 0.092 0.514 0.290 0.526 Std. Dev
-0.635 -0.324 -0.340 0.017 -0.169 -0.084 0.033 Skewness
2.595 2.788 1.147 2.710 1.588 1.847 1.820 Kurtosis
3319 0.536 1.132 0.152 2.420 2.419 2.499 Jarque-Bera
0.203 0.658 0.344 0.926 0.298 0.296 0.286 Probability

43 43 43 43 43 43 43 Observations

EViews, 13 gl clajha aladiul glald) dlas) @ juaal)

bl Jalsil) Julas —-3-4
(Unite Root Test ) saagll ,aa L) -1-3-4

lS 13 Le dijeal i)l dedlall il (520 3aadl saagll i L) axdtey
Eigan (galinl ¢ B Bl b e o S Bl b Sjis sf (gicaal) b s Syl
e el llag iy e & e Jsaslly Spurious Regression  caily lasil
slo bl i CGisay cdmall dedlad) biiul e RSN b aadias ) claaY)
Philips ) Osm osulds ((Augmented Dickey Fuller—ADF) ausall Vg S (oladl
.(Perron-PP
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A Ny) Aralag Aalonal) aslally sl ciluadl) AASt Lialal) Alanal)

2025 b« pde gl anl) Jdlad) alaal)

(2) &L Jo2>
(ADF, PP) $Lid) olasiul Saagh ks ciLid) il

(First Difference) Js¥ A A i (level) ol 5 ginedd A iidl R
- PP ADF PP ADF
| kel . aladly Sl - oyl y Sl - aladly Sl e
© PR
-4.989 5124 6028 -6.083 2479 0.265 23130 0.721
(1 LnC
0.001) | (0.000) (0.000) 0.000) | (0.336) | (0973) | (0.113) | (0.829)
-3.837 -3.955 3975 -4.082 3142 -1.162 -3.827 £.584
(1) LaGDP
0.024) | (0.003) (0.017) 0.002) | (0.110) | (0.681) | (0.025 | (0.863)
-6.286 6372 -6.286 6370 1837 | -0.985 -1.304 0,988
(1) LnG
(0.000) | (0.000) (0.000) (0.000) | (0.800) | (0.750) | (0.872) | (0.748)
6210 6354 6208 6353 3233 -3.285 -2.685 -2.734
I(1) LaW
(0.000) | (0.000) (0.000) 0.000) | (0.091) | (©.022) | (0.247) | (0.077)
-3.067 3142 -3.628 367 A8 | 0594 3084 | 09002
11 LaEX
(0.012) | (0.031) | (0.0339) | (0.008) | (0.725 | (0.861) | (0.101) | (0.778)
10838 | -10.955 -9.158 9275 376 | 3842 -3.687 -3.806
1(0) IN
(0.000) | (0.000) (0.000) 0.000) | (0.031) | (0.005) | (0.034) | (0.005)
-1.267 -7.348 712 27195 2449 | 257 2342 -2.557
(1) Ln INF
(0.000) | (0.000) (0.000) 0.000) | (0.350) | (0.106) | (0.358) | (0.109)

ol sise die (gyiaa * ¢ D5 (grie die (Goina FF (Bl (grie die (Grma*FE @
.EViews, 13 galin clajba aladiul oliald) dlae) : juaal)
ik Lo (2) ) dsaadl s
(ADF) (g)lsa¥ Gy (Level) el dlal) giygun & Chidll IS bl axe —1
coaal) B e e oLl %5 ol %1 Ligies (s5ie i clgw (PP) 5
hariall sS5 SIA T gy %1 Auginn (S5iune Nie Jo¥) Byl da Byiine il puiviall 43S 2
339 paeg ¢ 1(0) sia dasall Gag el(1) sV Ayl o AlalSia z3gaill 6 AL

JalSall sl shaly Jhain) eS gl ¢ 1(2) Al dasal (e AlalSia ol pikia
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ana go deedle S0 yiiny cum (ARDL) il Ty 3g0all jlas) (PIa (e ol i)
a8l 43 AL Gl 1a b deddiead]) Al
zasalll cpiial LAl oUad) cfpd jlad) —2-3-4
Cing el 858 Jola Jumdl sl 2 (VAR) 1A jlaaty) asie = 3gad pladiuly
Hlgie Gt elhly) el o Alaleall jules fae plaiil ey zisall i lealn)
Jsal (e gaming <(HQ) (585 s Jlbna 51 (SIC) ks Slna ¢(AIC) liSY) e
&g« (HQ) « (FPE) J<i g (ynidg «(SC) lasy Tag saaly ks 55 il (3) o3,
S i) o e Las ¢ shlall el Y] o) G &5 s (AIC) Taby il yd
(12) (1) <ft) ol B Al Shindle 5 (1) 55 2
(3) A& dox>
(VAR ) alasily slady) cfjid ayaas

HQ SC AIC FPE LR Lg
-3.008 -2.8199 -3.1155 1.05e-10 NA 0
-15.3612 -13.8517* -16.2161 2.22e-16 | 497.619 1
-15.9671* -131367 -17.5700 7.23e-17* | 95.097* 2
-15.8068 -11.6556 -18.1578* | 7.99e-17 | 54.679 3

.EViews, 13 zaliy ala A aladiul oliald) slae) : juaal)
A z3sad dadl (f ey Gua (i) ghalall <y (4) b IS Al 1 gy
(2.1,2,2,1,2,2)
(AIC) L o 3hlal) cfial Jia¥) asel) 3aas (4) a8, <&

Akaike Information Criteria (top 20 models)

AR A B B
L
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5.92

PR pp——
- -
T ———
i
[

1

1

1

1

1
556 |
i
600
1

1
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.EViews, 13 galin clajia aladiub oliald) dae) : juaal)
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Spsall Jalkall agaal) HLadl alasioals colysnal G sl JolSall Laa) eha) <
unrestricted error correction azall e Uasll Tl el (ea (Bounds Test)
GStaa) B! o dighll JaY) 3 sie Lls ABDle 3ga (520 LasY cmodel
BAA g eyl jmang ey Ally ¢ pasSall LSLEN) BEYly (d2all G S5 (alall

A6l Aaleal) (o ey LS paaill Jarag ¢ auial)
AlnC, = Bo + X1 B1iAINC,_; + ¥ B2 AINGDP,_; + T B3;AlnG,_; +
Yo BabW,_j + 1o Bs;AINEX,_; + Y1 o BeiAN,_; +

Yo B7AININF,_j + A;,LnCy_q + A, LnGDP,_1 + A3,InG,_; +
L;,-LnWt_l + /15iLnEXt_1 + AﬁiINt—l + 17,-LnINFt_1 + &t

Akaike lend ity s Gae 1 il Sl @i s J) i (K) o) Can
¢ Bgi Bai ¢ Pai B el SN Guall ) uis (A) Information Criterion(AIC)
Ao Mg ek il aal) Aalee Jiai By ppeail) JaY) 3 ciladedll Jias BB B
clsial) Uadl) as (i g skl JaVh dalall claled) 35 A7 Age A5t A3
(F-Statistics ) 4as slsily (Bounds Test ) agaall jloal (4) &y Jsanll meags
i) Gl dgalse b ol (b LY Aol sl el o3 A5lhasy Liguenal
Ho: M=M2=A3=M=As=hs= A7
Hi: M#EMNEMREMEIEI EN
(4) a2 o>
(Cointegration Bounds Test) ¢l idall Jalsill agasl) jlas) ailss

(F-Statistic) =5.43
A Al adll
slad) aal) Y aal) . .
| (1) 1 0) 4 sinal) (5 gleua
3.25 2.18 10%
3.76 3.59 5%
4.93 3.54 1%

.EViews, 13 @uﬁ Cla 3 e‘dﬁu\.} Slald) slas) 5 jdaall
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G F- Statistics ddlas) e 5LaaY¥) sy (Pesaran et al., 2001 ) 1 t,
caaall (i iy Aapall adll (golall aall (e ST (F) dilany digend) Aol culS 13
Lol cul€ 1) Ll ez dsalll clyitia o i JalSs ADle llia b dadl Gyl Jods
JalSs ABle 35n5 pns paall G Ji Asgal) will ) 2l (e S8 (F) dtilas duguunal
@slall 2l (s o (F) dilany Lguendl) Lol cul€ 13 sy oz dgaill ol puiia (p ol jidia
N ol e AlalSie i) oL e o (Ka Y Naie dsall sl 031 asll
@slall a1l e ST ag 5.43 =(F-Statistic) dad o (4) &) Jsaall (e e
el Gl datig (Ho) pasdl (8 (adys & ey cdpall iy calide die A jall Lol
2 3sal) e m JaY) Abigh 403l ADe d5a i Lae (Hy)
dushall Ja¥) clidle uais ~4-3-4
AaY)) sl sidl o — dide JalSs — Ja¥) dbgh ADle dgag (e Rl e
sy Byl asSall Slgal) Gy il ) Aied) Shsialy ¢ (Galall Slgia]
Jishall Ja¥) Clalea 53 &3 (ARDL) Jalatl g ¢ (adiailly ¢ isiall 835 jass o pual
Al dxaall b
InC, = By + X2 BulnC,_j + Y72 B2:InGPD,_; + /3 B3;InG,_; +
Yi20 BalnW,_j + 375 BsilnEX,_j + X7% BeidN,j +
Y20 BeilnINF,_j + &,
& ) el shlall cisal Y1 sl P Py s Pse Py Pie PooPy Jasi Gas
B7Bs6i Bsi « Bai Bai ¢« Bai P 32855 ((VAR) S haad) dgaie DA (e laaaas
o IS5 il i) o @ligyall e e Al dashall Jal) B Ly el cilaledl
p S Jsaall (e mamly LS cilifienall i puiiall
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2025 by « pde guldl) anal dlal) alaal)
(5) o Jsaa
Jushll Ja¥) cilabea s il
LnC Ll psial)
P -Value t- Statistic Clalaall Ay ) &) puiiial)
0.0007*** 3.715 0.808 Ln GDP
0.0000*** 5414 0.712 LnG
0.0229*** -2.383 -0.191 LnWwW
0.0511* -2.022 -0.054 Ln EX
0.0357** 1.901 0.0105 LnIN
0.0003*** 3.982 0.156 Ln INF
0.1062 1.659 3.081 C

. %10 G siue die (5 530 * ¢ 045 (5 gl die (5 sia FF (04 (5 slue die (5 giraFHF
. EViews, 13 zaliy clafa aladiul glald) dae) @ jaall
suadl) JaY) clide a5 5-3-4
b).uas ety | C_\JA}\S ECM J}A.: )AM.! e sd;\j\ AL}L ety || qu— dyéaj\ REX)

4 Alaleall Gy aalill yuiially Syl lpiiall G oY)
AlnC, = Bo + X271 B1AINC,_j + Y72 " B2 AlnGDP,_;

Y120 B3ibnG,_j + X245 BuAnW,_; + Y1 1B51AlnEXt +

Y% ' BeiAnIN,_; + Y775 B AlnIN,_; + @ECT,_; + &,

Claadl BB Bsi ¢ Bai P ¢ Por P il Jo¥I B (A) Jis

A ) Syl ol a1 5 o) Aepes 35 (@) ¢yl JaY) 3 lajuss 1yl

JaY) Syt w8 s (Sasy el mamaa Jolas (ECT) sshall dal) 8 0p3lsil
tsk WS (6) ) Jsanll suadll
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(6) a2 Jox>
(ECM) zigail lady yuadl) Ja¥) cilalea jadi gilis
D(LnC) &l i)

P -Value t--Statistic Clalaall Ay padtl) &) paial)
**%(0,0001 4.585 0.470 D (LnC (-1))
**%(0.0790 1.820 0.159 D(LnGDP)

0.3557 0.938 0.076 D(LnG)
**%(0,0001 -4.701 -0.493 D (LnG (-1))

**(0,0338 2.228 0.053 D(LnW)
**%(0,0001 4.733 0.169 D (LnW (-1))
**(0,03136 -1.025 -0.010 D(LnEX)

0.2010 1.308 0.0011 D(IN)
**%(0,0031 -3.226 -0.0027 D (IN (-1))
0.3806 0.890 0.0094 D(LnINFL)
*%%0,0013 -3.548 -0.037 D (LnINFL (-1))
**%(0,0000 -7.567 -0.5002 ECT t1
0.75 R-Squared
0.66 Adjusted R-Squared

Y10 s Mo (5 i H ¢ 905 (5 sl de (g gl FH C Op] (g Flua Mo (g siaa™HH
EViews, 13 zalin cla A aladial Glall) dae) @ jaaal

sl zigaill agag daidla (s2a Cflidl —6-3-4

& A zagall Bagag AaDle (52 Ao aSall dpmnddll hLEAY) (e Ao gana 22
r A sl e llyg cAaaldll JSUaal) Cpa oglig oy
Normality Test 3jsll audll gl Japd (pa (38230 Ld) —f

S axall (md Jsi (7) ) Jsaal) (e ey Jarque-Bera jlaal aladaals
%5 (e ST Jarque-Bera dglasy ddlasyl dadll o Bla ek ajgll Slsal) duasy
Auto-Correlation Test il bli¥) axe JLad) —

zsall sla <o Lea paall :jé Jus (LM) Breusch — Godfrey jlaal aladsub

%5 e I (F-statistic) 3 adlany) dail) Cus ¢ I3 LY o
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2025 byl gaalil) 2l SAlal) alaal)
(7) o dos>

zdsall) JhEiuly bl @bl aseg A Sl Mg el a sl Clia) gl
Prob. dagdl 43ilasy) LAY
0.6565 0.841661 Jarque - Bera bl a3 53l
0.2943 1.300968 F-Statistic A s )
0.9849 0.356710 F-statistic bl bt e
0.9776 0.000805 F-statistic Zasalll ) iul

EViews, 13 galin cilajia alaiial gliald) das) @ jaal)
:Heteroscedasticity Test (il ol ase (asd jLod) —a

Breusch—Pagan ,laa) alasiul eladlVl agaa o culal) Gild axe e Caisll
g Y il aaall (md Ji & ey %5 e ST (F-statistic)d Ldlasy) dedl) of s
ol Al aae ASE.
:Stability test zigaill )fiu) (asd —a

dadll Cus zigalll hina) LaB Ramsey RESET Test jladl aladiul
Adpagi 3 Al & dsaill Oh adell g Ji & ey %5 e ST Fostatistic 1 4laay)
:ARDL £ isail ISgl) ) ,Las) gilii — &

Slanyal oS ganall lsly ((CUSUM) alsll aSIAl goanall las lad
Bl jiias ardieall ARDLz 3503 of (5) ) <8I A (40 ey «(CUSUMSQ) sl
Gians 2ie daall agaall Jals opylaa¥) slasy bl JSEN ads Gua cadall s Dla

%5 2\:5.\3..4
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dutabuiiid, | i Gt 1) i b G 1§ el | i eknt)

-5

gl 438l —1-5

ol Lad Gl Lg) Juags Al piil) aal i

O o Len B2y ey o 8 dgng ae duadis Tula) (alall (Ol By it
Say Las Mall Alall 3 DLl o a3all g Cises Gilad) Hlall 3 SDLa) 53L5
o I3l Tula) alall (Sl @y il WS ¢ eDlgal) sal dllgadl 3l
pal aal Jaall sy G ¢ gl e % 0.80 ¢ %0.15 dawsty Joshally jueadll culaY)
LR A pdl) dsag 35 1y Galdl) (Sl BlaY) 5ol e aclus U dalsall
2 b alall Dl e Jaall il of dudjall cpelil LS. a8 @Dl
Dlgia) Galeaily JAN) 8L e Laa ¢ padll Ja) 8 0yl e el IS skl

Bla) 553 daa i 3sag aedy Lae cdishall Jal) B Giany Lo 355l0e jpeaidl) JaY) 3
o il JaY) B asSal Slaa) Bl Ll paldll (Olaa) gyl b
5Ly (628 Cum Aealie A agmg e Laa <%0.49 sty 5aaly ey 3hls 558 35mg
G omaill JaY) 8 palall Olga) G daabie I casSal) Slaa! Gl
Anan il Bl Al o 2S5 Laa aghall JaY) 3 %0.71 dowiy o) b angs oo
) ggialld AihAl sl 8al) ) (525 ran (B (el B ClsE PR e
lbjdally alall LY gus e dad 3 sa Ladsll sa¥ly paldll BlEa) e
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poiy elaa¥) Gyl salsd AdIal sl ydgis elyeSlly 2850 acay daagSal)
gl A g dangially Bl iluaal) o Gly) ol dnatl Al b clenay)
Y puals s (o8 elSs 50 a2 ey cpaldl) DI Bals bl Jal)
sasSall L) Glay) 5231 Alatid Galdd) SSlg)

$hls 858 dsng ga ol Bl Qe B el 89 L Lla) paldl) (Ol alay) it
G5 Cun padll JaY) 3 sl 1e%0.16 %0.05 Ly 58 ) Baaly e
2ag Lai - OLYL LAY sndt At D) 5l ] (Anlie s dlle Joeal ) 89 50 5305
Cun cashall da¥) (8 %0.19 dawy 59 illy palall (Slgna) Gliy) (o dule iDle
LS ¢ pemn b 8 Al oSI5 (8 DAY gmay bty o g Ly dielain) alse dasm
D% @Dlgaaly J3 Gn Gl (e leie SV Culall e Y Lgs s 8 g ) o
Y Oe LS

sl el 8 palal) Sl ) e i) Gipall el e 555 35as
Ll Cipall e Gl 55 Gus (sl e %0.054 <%0.010 dassy Jaghalls
b aludly 53ysiad) alall Ssall Slewd 3 il PIA e ddadll Jlen) e 8yl
GAY) el (e Bang o Jyeanl) (8 Adadl Alea) A alisd) Ala & L aieal)
o oY) e g o) Al G pluall s3a 0ld ey Adaall dleall e uall il
oaliadly adall Jaall (alias) ) gah Lee (Al St S (5asiaeall alud)
G Hab) e dilas (A1 Ll Gay alaally 835l aludl e IS o allal)
5Ly ) ok Lee ccbaliall Adall Slaad) Galesdl 1) ddadd) dleal) dad aless
Lovie dals Llaall jlead) Cligine e 25 o) (Sa ) dlaal) claiall e callal)
il wyally S Gasiail) o LS cdaali) a8l b 5ol cpalall 8 salisl) Julis Y
Lagaall dadll (mledd) dagi el Cppdiied) bl mbiadl ) sag 8 Al
comalall SLEa) B (mliadl & Gag clse¥) (agh) g agilShiad

sl 5 Alls 3 alall Ol Gyl o adall 58l jed odu 55 e
) Ol ey 5 s OIS1Y) G ppeadll UV 8 %0.0027 duey 355 )
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Al Bl 3 Galad) S Y (5315 l) il & ey Aeala) il (ulis
A3 a9 %0.010 Gansty dishal) Ja¥1 A Tula) gl 5351 o 80 (6K con 3
Lgas A Senall aludl ehyd ol Bl Joual (B pgtls i LaliaY) ) A8V dacais )
gl ) e dataial) Lgiands

snail) Ja¥1 b alall OUEa) Y Slo adiail) Jaedd (spinay ol il agng
Ol ade g lgivdl A8 (alidil cuw % 0.037 dody saaly ) shls 58 a9 ae
cadcail) ol DA s Jgeals Blia g Dlgin¥) (e Yo JAN) Slgiad) Juaiig
Qs Ladie Gua %0.15 Zasty doshall JaY) b pdil) Janal o 80 a0 Laiy
Bl yualall gl 8wl dllgnns o maall (s ciinal & len) g syl )
Jainall ) 055 3y cJaiendl) 8 lanl] Bl el Adlall daidiall Slau) (s
Uathg SN LBV (3al Caagy pdaill Luludl JEY) (age 53 asSall el s
Al ) e

se (ECTy) Wadll mosas dalae Eadlas digine Uadll momeai z3sa0 il iiass
@ O s 1385 %0.50 Wadll o an Jales A iy Cum S Ligine (ggicna
5 ey 858 S 8 Al adl) g \giad Jaati ueadl) Ja¥) 4 Clera o YDA
a1 8 s A olat) 8 gawmaal ay ¥R gl of ieas Ui %0.50
B (s ae Jghall
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