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Effectiveness of managed float for foreign exchange in
reducing the trade balance deficit
Applied Study on the Egyptian Trade Balance during 2003 - 2016
Khaled Abdul Majid Mohammed Taileb
Lecturer of Economics at the Higher Institute of Computer

and Information Systems, Abu—Kir, Alexandria

Abstract
The economic theory of achieving desired effects on the trade balance
varied in response to devaluation, which is a difficult option for
countries with chronic deficits in their trade balance, but it is still one
of the measures sponsored by the International Monetary Fund. For
years, the Egyptian economy has been operating in a highly
overvalued currency, in light of the inability of the production system
to meet domestic demand. This was reflected in the decline in the
overall indicators of the economy. The study aimed at analyzing the
impact of the floating policy since 2003 on the balance of trade in
Egypt. The methodology of the study was based on measuring the
changes in the trade balance as a result of the adoption of this policy
along with other explanatory variables: money supply, consumption
spending and reserves. , Using an econometric model. The study
concluded that the validity of the hypothesis was 85.7% of the
changes in the dependent variable. There are two explanatory variables
that have a significant effect on the Egyptian balance of trade, namely

money supply and foreign reserve. Egyptian Commercial Bank.
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Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta T Sig.
1 (Constant) 448 .063 7.120 .000
rate of exchange (EGP) -.004 .004 -.148 -.993 .344
money supply growth rate -.893 .340 -.429 -2.627 .025
growth rate of consuption .561 .645 124 .870 .405
expenditure
number of import months .015 .006 434 2.634 .025

coverd by reserve

a. Dependent Variable: exports/imports ratio
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(Auaay) jalal)

" SPSS " Jlaa¥) zdgalll cila Aa 1 Yy

Variables Entered/Removed”

Variables Variables
Model Entered Removed Method
1 number of . Enter

import months
coverd by
reserve, growth
rate of
consuption
expenditure,
rate of exchange
(EGP), money
supply growth

rate

a. All requested variables entered.

b. Dependent Variable: exports/imports ratio

Model Summary”

Adjusted R Std. Error of the
Model R R Square Square Estimate

1 .926% .857 .799 .03770

a. Predictors: (Constant), number of import months coverd by reserve,
growth rate of consuption expenditure, rate of exchange (EGP), money
supply growth rate

b. Dependent Variable: exports/imports ratio
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ANOVAP

Model Sum of Squares Df Mean Square F Sig.

1 Regression .085 4 .021 14.941 .000%
Residual .014 10 .001
Total .099 14

a. Predictors: (Constant), number of import months coverd by reserve, growth rate of consuption
expenditure, rate of exchange (EGP), money supply growth rate

b. Dependent Variable: exports/imports ratio

Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 448 .063 7.120 .000
rate of exchange (EGP) -.004 .004 -.148 -.993 .344
money supply growth rate -.893 .340 -.429 -2.627 .025
growth rate of consuption .561 .645 124 .870 .405
expenditure
number of import months .015 .006 434 2.634 .025
coverd by reserve
a. Dependent Variable: exports/imports ratio
Residuals Statistics®
Minimum Maximum Mean Std. Deviation N
Predicted Value .3574 .5709 .4860 .07789 15
Residual -.07929 .04500 .00000 .03186 15
Std. Predicted Value -1.651 1.090 .000 1.000 15
Std. Residual -2.103 1.194 .000 .845 15

a. Dependent Variable: exports/imports ratio
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) ) ) el ghat 1 LG

i) G gal S | g sal FI &) jala g FET)
ﬁ S i o ki ki $o $o
Sloe

10 2.1 5.3 78.5 55 98902 17651 2003

9.7 5.6 5.51 83.4 .54 10453 18286 | 2004
9.6 4.8 5.78 89.7 51 13833 24193 | 2005
9.2 6.4 5.76 109 .61 18455 30411 2006

8.8 7.6 5.7 136 .58 22018 38308 2007

7.9 8.1 5.33 113 .57 29956 52771 2008

8 5.7 5.6 214 S1 25169 50343 2009

9 4.5 5.69 248 .49 23879 48993 2010

6 4 5.7 274 S5 26992 54096 | 2011

4 3 6.06 295 .46 26975 58674 2012

4 4. 7.01 344 45 25971 57513 2013

4.2 1.4 7.14 410 43 26119 60181 2014

5 1.9 7.53 499 .36 22058 60843 2015

3.7 2022 8.78 573 33 18705 57388 2016

4.4 1.3 18.2 629 .38 21688 57122 | 2017

32

www.manaraa.com



www.manharaa.com

LA ZI‘JI_‘I;ISI )





