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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.

Keywords: Dollarization, Financial Dollarization, Inflation, Exchange Rate, Portfolio.
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& 3bsally adiail) N Jay 5 ) 4l A8l i (Friedman and Verbetsky, 2001)
3% (Rennhack and Nozaki, 2006) 4wl 5o Ll 3 5 sally gy g aduzailly Tany aal 5 slail <l
AU el 8 aala g3 51 05 asiail) 4 ) jEiul ade (a4 siee dlu ABMe 3 5a 5 e S
adiieall 3 gl g rediall-L

oo ) Sl s 5yl s yatll g ATl cila gl ) dobiiad 5 atis Le e 5l
A Aapdal oS il A lia Cangs 5 cdulud) Caand) Chlica i LAY 5 ¢l
Gy ya)) e ) seen iy i) ALl 5 sl 5yl 5 gLl 5 adaill ¥ sne (o Ty 5
g Sl il g paball Ay indl ol g e s (2016-1994) Baall s Sl paiall il
(§ padl
zisal) c piia ||
(FD) 3453 / (a:18h) A:AM\ oadal)

Leaaalia 2223 (e W) 3 )l gall e yuaatll unlia B2e Al 5 (gabaBY) Y # oy
cany 3sa sl | ki g asl W) <ALl 5 il < sall Bl g plal (g DU Leil sSa il

;@}BJSJM\Q;M%&BL Craddial Y

IMFFD = FCD / BM. (IMFFD) (sl 383} (3 gaial 3 )1 sall 550
BM = LCC + LDD + LTD + FCD o) das
IMFFD = FCD / (LCC + LDD + LTD + FCD) Dou Jullg

(USD) omsll e P! sdiser Cimy Lo sl (UDI) dam ) g 350530 sdise o
UDI ( or USI) = (FCC + FCD) / EBM
olimay 3 g8l (ym e 1 BM ¢ (EBM = BM + FCC) (azah s Jladll auad sll slizay 2 83l (s : EBM 3
& Aladll dleall : LCC Jiwi Cus  EBM = LCC + LDD + LTD + FCD + FCC : QU ade 5, aul o))
Al Axpall i dpans I e 31 sall pline 8 Julls gl
UDI = (ECC + FCD) / (LCC + LDD + LTD + FCD + FCC)
- (CSD) el JBa) 55 i ymy Le ) (TDI) Slalnall 55150 si5e .z



DAV~ 31

GUAY 4 301 i) 853 anen Leaa] Jiaty il 5 (5 ,AY) Gapliall Gl dal i 3l Cilal)
(Feige <l )aS gy jail) il 5ol Jd e gl V) (uliall 435815 iy Lo 3085 4 graa g
Allall 3 ) gall i 5e Jlalie) 5 238 cand Dean,2002; Levy Yeyati, 2005; Serdaroglu, 2011)

r V) S ey 31 5 ((AS) s sall JDla) ey Ca ey Le i (5a3 JaxaS) (FD)
FD (or AS) = FCD / (LDD + QM)

QM =LTD + FCD 358l olel - QM Jiad s
FD (or AS) = FCD / (LDD + LTD + FCD) ol Jull

Aeally allall can aila gl - LDD ealaall @ i) s dpia) Aaally wila gl : FCD : o G
Aglaall @ gl (gal Alaall Alaally Gy LAY 5 dia 30 @il : LTD el &l il (5] ddaal
(Aada gill) Adiiocal) c piial) oo
sae e 388 sl 5kl HUaY) e 5l L yad bl gl aduill A8dle mpa il
:ﬁM‘D&@LMLﬁM‘ dmb)»mﬂ\uc)mﬂﬂ\w
oo maill llgiial) e ol 80 8 sl Jase dlaic) &5 (INF) adulail) cfana )
PN | NG KT N
) Jane alaie ) o3 adaill ¥ ana 8 LN ulal s (GINF) pduaill e ana 8 LIl | ¥
. (Uzun, 2005, 56) pdaill &Y ana
i) s Gadie ) die yueill s f(GIEX) e _sal) o il g aduail) cildfs o 5,80 |1
. Ozcan, 2007)
gl il dagda
A8all drplal alaie 5 aalis Jilad o J sl g 4l 5 5482 JiS) 0 ) J pea ol (g
OSar ¢ )l eae &) sgand ALl B0 5al 3 jalla 5 LiLlE 5 adcatll C¥ e (g day 5 S
STy Angies Caay Le Al ol Ciagde) a8 cdiball a0 HAT b 4alasil
LA (e & 53 cAutoregressive Distributed Lag (ARDL) (7)4e ) sall 4xia 31 &l gadll
«ighally sualll ) 4 3 jigall G jutall aa 3l gall el AlalSall A8l andl
.(Pesaran et al, 2001) <l _ysaiall Sl 550 ol 5 dad g paa a5 e 350

TDI (or CSI) = FCC / (FCC + LCC) , TDIy (or CSIx) = FCC / (ENM)
: NM¢ NM = NM + FCC : Jsaall sbai¥) 3 Gy o2l 5 Jladll Guiall olinay 2 58l) (22 e : ENM Cua

(NM = LCC + LDD) Gy (g3 5 (gaall olinay 2583l (yia yo

TDIy (or CSIx) = FCC / (LCC + LDD + FCC) L A L (TP
(Zoryan,2005) BCI = (LDD+FCD+LTD) / (LCC+FCC) . (BCI) & raall jleall ddlaas jise 2
e Al il siuse 13 Q) yrite Gl 3l A Lgalaiind JSal 5 AY) malidll (e (ARDL) diagie jpaii Y
Lpald o 2aixi ARDL dagie (1 @lld (e Sz b jppall Clipall a8 Leinhai (S LS ey ) EinY)
(Optimal Lag s 3l leUa¥) (e Jia¥) aall paail axaid 3l 5 (Schwarz Bayesian Criteria) (SBC)
i il ot g8 UL g ¢ SIAN Dol )WL Aslaial) JSLEL A ) e ARDL 4isgie Josti S, Length)
Vs (Error Correction Model) (ECM) aal) @Mﬂ dagiilaslae) el e 3 3l ¢ il [t selaslly
(Morimune and (soUa oY dagii JIa )l jlaual (o Gsan axy ()5l () 80 gall (8 23 0iV1 B )28 (s

Mantani, 1995; Pesaran and Shin, 1999)
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z3sai 4lua &3 Pesaran, et al.(2001) , Pesaran and Shin (1999) e sie YU
[(Fatukasi et al,2015) 45Y) dsladll S5 e ARDL 73 5ai¥ a5 il
A(FD) = Bo+ B1(FD)¢—1 + B2 UNFy)¢—1 + B3 (GINF)—1 +
Bs(GIEX) (1 + X0 vaA(FD)—q + X0 v2AUNF) -4 +
Y V3A(GINF)_y + X7 vaA(GIEX)_q + &y )
sl ll aa = g, i 3
G APIA| ws,_ﬂ O 2 edaY) sk ABLY A BB, B, B COklall uSaiy
(.\.\Sj\ LA ‘)SJ.AM U\ LA\ 43.1\...»5\ Ualaall _).Lm.\ LS CJ}AJM J.\..AAX\ Lgd.d\ 4\_\5_); )/1’)/2’)/3’)/4_
(Unrestricted Error (UECM) all e Uadl) c—mm zasail sl il Al
Al Ol paiall aa) 5 el doles (& ashall (sl 435 50 zual «Correction Model)
sl JG‘ Loladl) ab g caal g eUasls c_ﬂﬂ\ il Jalza e \A}usa (JLHJ\ 5 Hlil 4.1}).‘4‘\)
Ll 5 oSl e alaall 8 <l yaaitall 359 (58l b JMA (el
LA O Jishll sl WBle asay e @l L ABLW) Yol e aa
ey (Bounds Test) 253l JLial aladiuls (INF, GINF , GIEX) 4aasaa il &l jusidl
ple dpia i yidy (M) (Wald test) F OWs) Ao ity o3I Pesaran et al.(2001) ¢! 3
BNl e CadSU l yuadal) o & yidal JalSill o ga g Jilie &l jariall o & yidiall JalSil)
skl gaall e @l jpaiall (g 43 )) 53l
( ARDL z3sail & suadll Ja¥) 8 4Salual) A8Mall Cipa 55 (Say ¢ AT Guila (e
13 WS 5 (Error Correction Model) (ECM) Uaall raauai &3 gl (l131 JMA
A(FD) = yo + X1 viA(FD) ¢y + XI_  V2AUNF),_y + X7, v2A(GINF) ¢y +
Y VaA(GIEX)e_q + 81 (ECT),_q €44
3yl Aaleall bz Y1, V2, V3 Va _@Mﬂ\ :\.G).m o _i.L:sJ\ @;...aﬁ A ECT dua
e ) ol 23 pail A8 yan A pall Coblalaall (St 4 5 (saall

Ul Jalat g i galll a8 ay
i 3 Jusdlad) iy Jali) e dadlill 5 ) JSE b can ol ) Alall  gu yll CSe
2 Juidl g A e ) agassy 5 (FD) ¢ (GIEX) ¢ (GINF) ¢ (INF) Al jall &l yaaial
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ALY

A ) i il dia 31 JauDlad) cililaad Ailaad) o gau 1)

(Eviews 9) gl il Ao slalie Yl caldl) slas) oa JS&I) o

Al 8l aae ) Jgaall 8 4xilE Asaa gall *Phellip-Perron (1988) (PP) - sas 4l
e i) il VN (5554l 2aly g A Hall ) purite aend s (5 sl die A 1) Jusdld)
aill z5 Casaal Lale Phillip Perron (1988) (PP) - saa sl jaa jlidl 5 ¢l jal 5 5 il
and Intercept) (None ,Intercept and <O gually s dilas) 4 sine Gl3 (pp) 4 4 susall
il A 1 Jusdlad) by of e Ja lae € 0.05 ) 4 Led (Prob.) dlaia¥) ad sl ol 3
Y Ll h e 3 e <l yuaiall

YV Jdaaad)
A jal) &) el Al 31 JusShead) Uil Phillips-Perron (pp) J&S8) gt
Level First Difference
Variables None Intercept 1;:;:&2;? None Intercept TI‘::Zl(*lc:;td
FD -0.577 -4.036 -4.107 -8.100 -7.632 -6.413
(Prob.) (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

0o S (pp) Gsow -osnld L) sldie) &5 3 sail) < jrial dgie 3 JusSlaal) 4l il Y Jsea Wl €

LI g e odliials Lagile i 4358 «(ADF) sl SLsh <S35 (DF) sh oS0 (5!

@b aladiul JA (a5 (ADF)¢(DF) Uil e ddlide 48y jlay sas gl s jlas) dlilas 150 (8 SK
(Gujarati, 2004, 818) shbill 3 sa 4f dlal ()53 (e g2 5ai¥) (il dpalaa ye dilian)
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Level First Difference
Variables Trend and Trend and
None Intercept Intercept None 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 (5%) A sinall (5 sinse die (PP) LAY (P-Values) s sizall <l siusall Jiad (ol 831 (s a8 Y1 o
(Eviews 9) gl y zil® e alaie Y Calil) dae) (e Jsaal) @
S GEA ala 3 5l ol ppaial Ay N Judladl 4y ) i) ane ) slad aad | ki
Jal&ill HLaal Ja g ) A gioe duie 30 Judladl @l a3 (1 GoaN 2 gan Cpea Leilay
Al Clgadll A plaasVl dmgie abdiuly zisal) Gl Gn @il
Pesaran et al. (2011) 4«3 3l (ARDL) 4e ) 5l
23.2‘5 Q}.\M ‘)ﬁsi}“ C.J}A.\‘}” _)Lﬁ;\ LﬂhSJ <«(Bound Test) J}A;j\ _)Lﬁ;l.} Q\J\.’:\MYL\}
zasaly Ly & jitall JalSil Ll gl ) Qe il w351l sl (0 28} Jiay (530 5
35 K55 lly ¥ Joaall 8 e LS5 3 saill &l yia (g JaY) ALy sl 4831 (ALRD)
(INF) Jaray dliaial) AU 43) i gy adoiatll (& jidia JulS5 483e

Y Jdead
Eagadl) &l e G & jidial) JalSHll (Bound Test) 2 gaad) LA gili
ARDL Bounds Test
Sample: 1995 2016

Included observations: 22
Null Hypothesis: No long-run relationships exist

. . Critical Value Bounds
F-statistic 4.778673 Sign. 10 Bound 1 Bound
K 3 %\ 2.72 3.77
%° 3.23 4.35
%Y,0 3.69 4.89
%) 4.29 5.61

(Eviews 9) gty gl e alaie YU &l dlae) (0 Js2all @

ol e il g adcail) L (s (38 5 (GINF) adaill C¥asae 8 Ll
138 vie Lilall da jpall 3 gand) 45 gusall F a0 slat Cus 0940 4 sine (5 sl die ((GIEX)
(GINF), (INF) (3 425 Ja¥) dlgla de 35a s oSay g3 ya¥) dyginall (4o (5 siual)
.(FD) | (GIEX)

Lo s 22 5] ol iy & it JalSS 0 g 5 (p 0 sand) L) il a8l Le e 5l
s Jashall Ja¥) Cidlelaa a8 a3 ol jpaiall @l (s Jal) AL sha 483e 3 g 5 (g Sl 4ny
¥ U saally Leails s ol
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¥ dsaad)
Jashall Ja¥) cilalaa g ARDL - W g & jidial) Jalsil) gilis
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

JLL\A\ Alaie ) 33 c(Autocorre]atjon) ‘;_'1'\3&\ .’ahﬂ)‘)f\ A< % C.ﬁ}m‘\y\ )X; (e .JSLH)
ZasaY) il CaSi Al & Janll 8 asilis Caa )3l 3 Serial Correlation LM Test
.0.05 ) Aad F-Statistic Aallaial &) glad 3) ¢ SIA Ll ;YY) A
£ Joad
A4 bl M Serjal Correlation LM _LS3)
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) C.ALI)J cﬁ\:u ‘_‘,Jc Alie YU Eaaldl) Aac) (e JJA;J\ °
CJ‘BAJME‘)JSAM ?LJMS\ O Lg\ Al Qb\gﬂ\&w u\‘):u_a:\_ﬂ 9> gplc u\.}.ﬂ)
A sl AN CUSUM b alaie ) o5 28 edu) jall 3ae JA LlSs ZaSLa aadiall
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o1 o2 o3 o4 o5 oe o7 os o9 10 11 12 13 14 15 16

[ —____ CcusumMm _____ 59% Significance \

Zisadl & CUSUM i) i
(Eviews 9) c.q\_:).a Cﬁ\.u ‘_Ac alie YU Eaalddl Aae) (e Ja

Ao all asaall 2l CUSUM ks Sl JS&l & 68 9 JAA (e g oy F JSE) 4
ae alas¥ly R Z3sad Jal) A gl 508l COllrall piai (95 (5 sl e
alaall Aalie o8 @iy o g JaY) 6 jual claladll
ol Lo il A8l puiliil) el )
Jare o ils il 8 xad 8 (INF) adazadl) Jare (8 JaV) sl il ol L o
L ol 38138 0 il ) 9] €(=0.207648) 008 Jalaas s s all jocaa 4y sgan (8 553
) A et admill Y ma ) o STl A jadl) el ) Ayl Sl Uil
(Rennhack :\.u\‘)d & a3} gia ela ‘);‘ il (e 4] c('é‘)j)ﬂ\ gl QYJM) B)j}.ﬂ\ Y aza
a1l B g0 aduzaill Jane (g A sina Al 483e 35 5 STl and Nozaki, 2006)
cmduﬁuﬁum'&ﬁ)ﬂ@w‘ﬁmﬂ\ ol Ciela Lay MM\&JA\‘;
b yaaill gl (2Bl ) 2885 Ly 5550 9al) ¥ e ¢(Hysteresis) <obasd ) Jl sy amy 5!
osl U 138 Cai g 430 (Reinhart ef al., 2003) 8 LS admill C¥ase 8 dlalal)
e anlld 65 )1 gall il gise 8 Lialidls) adaill a8 alaasVl Al g of (5 5 el (g
ot Alpie cilala ciia il (AU Syl J 50 Tali) 51 el clpdla®®y) cld J sl
& o=leasl (Kessy, 2011; (Reinhat, ef al. 2003) X5 LS 5 clgashy ol adiaill dallas
IS 5 cuaind s ) gall o J 5816 &b (Rajan and Tokatlidis, 2005) ae g ¢ gall ¥ axa
vie Sl Caany (55 pually (d (S5 ALl Ol ) IS adatl) SV aee plaE Y S
DAl 3 g AT @ prie 2 a5 ey b aey (Ivanov, ef al., 2011) eYane (alisd)
Jalae o Las il slas¥ (uSlae (i 5150l ci¥ana b il a8 adaill (e (5 80
A b o) e Lee ¢9%43.1428 Il 43l ) 5lat &l (Adjusted R-squared) sl
LS 73 5 ey ol ol yuriia () 2503 5 ) sal) a8 Alialal) ol yuaill (e 907
5 Jiiasall 8 Copeall bl gl )5 adamill Gaaliai) olaily Jpay (53 cilad il Jale )
Ize and Levy-Yeyati, iy LeS8 cadaill Ci¥asay ouSall Sl olailys ) sall ¥ ana ady
Y e il e a1 AU S jal 53 G351 sall il giaa (ialidil e (L (2003)
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) Ao Aiial) G pall laad mliail ladly dad giall GLED o ) 3 sa Ly adial)
B0l ¥ aes 233 Al 4 il Y e LS
o ils L) 8 Jal) Al sl i) il 8 g 5 (GINF) adocaill Ci¥asa 8 LI Ciass o
¢ 438) gia 3 )AL 5 ¢(0.248067) 008 Jalaa g dp 2l jme 4y ) gean (A B oAl Jara B
ALl bl Jall 5 sobaiY) laial)
6 simall o ili i) 8 (GIEX) iwal) Jlansd il g adaill s G 3,80 e Jid o
Y1 €0.05 & siuse (o0 i 5l Juad i Prob. I dagd adaiad ol 3 3 ) gall ¥ aea b
Bobsall ¥ aee 8 Alialall el pall i Adndsall (e 18 L6 ol Camaza Sy (53)
aalill Jsal) s Ledla) By jeaell 0l 3l gudl) Conia U A s a b il agm Lay )y
(s AY
diagd Lo (A sinall 5 dplaall) ALY 5 o 50 T i) Sis g2l (CETy) el s aa 3l @
Ala ) sasadl s saaill Ja¥) e Alalall YAV Jhaed dlee 43) 6l (-1.328559)
4allll F-statistic 4ad CuSe WS (Al (e 1.3) a8 duie ) 320 ) 2Uas3 ) gl
44l 0.05 oo Prob.(F-statistic) 4 Cuaddi) cus «JSS 3 i) 4 gina (4.186930)
(0.012668) 4iad L
alal) Lead
G ) a3 G N Caagdl 50 sal) i ama g ekl  AEal) Al UK
o D sia celld LAY s gl (2016-1994) 553l 5 A jall jeme 4y ) sean Leddiine cAlind
Aaal) Al @l oYU Aall 038 i gy Caatal Al & Ll HLY) aal ol el aey @l
(Pesaran et al., 4«3 3 (ARDL) 4e ) gall 4310 3 Ol sadll SIA jlasi¥) doagiay dbiial)
2011)
aaii Ja¥) 4l sl A83e 3 5a 5 (e (Bound Test) 2 saadl HLoial il 43 ) 8 Lo e sl
(GINF) paaill WY ass & LI § ((INF) adoaill Jazay Aiaial) 33N 43) 8 gy adaill (10
2285 3 ¢(FD) 3,053l <¥are (M) (GIEX) < peall Jlad i g il il g (3l
Gl 5iliy (INF) J sine ol Ll a5 Leadlss e 0 (Jyshall Ja) cdlelas
(FD) (& (5 sixall o 58 ) 3 (GIEX) s Ji8 G (3 (FD) 8 (GINF) (5 sine
amill Janad asSall 0 ) Canll Lo Sl 3 il JMA (a5 ol (S agle
o)) Lpalatl) pe a5l dpabiail (55 38 (AT O jaia 3 ga g Sy 51 gall iV ara sai e
Ol sl a3 1 sall e 8 ARd B ) sacy 55 S50 (5 58S Calae 38 (z35a0Y) e JAS
s Y1 el ) e 2Ll Sy LS uSlaall olai¥l ) 4l sa 5 adatll Y anal apidall
u_\h}.\m ‘_,,JAJ;A\A!\ u_al_ﬁs.\ﬂ ?G_\u\_\m.l:u.\_); A.u.\;\ Uac A.a_u.a.a 4\_\]1.4\]\ u\JP}d\_}L\AAY\
sy Lalaiay) vie L a pmill Sy Al pluall CLUY\ Dhie 2aad Al o4 L S aduaill
LJM\ .ASUJS..g u\ uSA.J-‘g)...a.AM 4:1!1.4\1\ d\}m\)ﬂ ua.a.aulﬁ ceds.}l.aés aj)k.c a_i\dj;}d\
s Wl allaty (3 e o peal) el L 5 adimil) L §A Ll e 3l
8851 5 )l gall DV ama A3 el LalaBY) yee g daliai) G juaiall 5 Jal sal) aaes Al o
S Y sk STl yialy (o emdl) SaBY) dapda & S0 IS Gl day cla ilidagh e
e\m\} JaLu;‘}I\ (ol 3350l 58 053 e uam HIRN g_,\;\);y\ s J\)ﬂ\ St
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