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Table (10): Descriptive statistics for variables (1977 — 2020)
Unit Obs.  Mean Median  Std. Dev. Min Max

Dependent Variable:

Exchange rate (LCU per US$) 44 4.7687 3.3937 4.599 0.3913 17.783

Remittances received (% of GDP) 44 7.4365 6.4229 3.107 2.8566 14.583
Control Variables:

Inflation (annual %) 44 11.139 11.324 6.062 -2.1982 24.731

Real Interest rate (%) 44 3.0886 2.6319 5.276 -9.3116 17.585

Broad money growth (annual %) 44 18.589 17.901 9.116 5.6636 51.419

GDP per capita (annual %) 44 2.8656 2.5830 2.026 -1.1464 7.3654

Gross Saving (Current LCU) 44 13etll 5.6et10 1.8e+11  1.7e+9 8.1e+11

Poverty (% of population) 44 8.3273 5.3139 6.343 1.5257 20.455

Gini index 0-1 44  43.643 44.050 2.120 39.9 47.3

Cons Expenditure (annual % growth) 44 3.9788 4.1532 2.630  -5.5361 11.240
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Table (11): Correlation matrix between variables, 1977 - 2020:

¢)) 2 3 Q) ) (6) @) 3) 9 @10
EX (1) 1
R (2 -0.1108 1
INF (3) 0.1202 0.5204° 1
RIR (4 -0.1196 -0.3250° -0.8988" 1
MS (5) -02313 04939° 02278 -0.2394 1
GDPc (6) -0.2475 0.1308 -0.0220 -0.0642 0.3912° 1
SAV (7) 0.9286° -0.0457 0.1255 -0.1692 -0.2063  -0.1778 1
POV (8) -0.6832* 0.6016° 0.2082 -0.1766 0.6008" 0.5169° -0.5622° 1
Gini  (9) 0.8208" -0.4668 -0.1214 0.0576 -0.4648" -0.4619° 0.7365° -0.9426° 1
CON (10) -0.0034 -0.1130 -0.1206 0.0802 -0.0238 0.0912  0.0014 -0.1357 0.1353 1

Note: - a, b, c indicate significance at 1%, 5% and 10% respectively.
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Table (12): The impact of Remittances received on Exchange rate:
Dependent Variable: Exchange Rate (LCU per USS$)
Method: Three stage least square (3SLS)
Instruments variables: Constant, Inflation, Real Interest rate, Broad money growth,
GDP per capita, Gross Saving, Poverty, Gini index, Cons. Expenditure, dum 2017,
dum 2019, dum 1993

Coefficient Std. Error t-Statistic Prob.

Remittances received -0.31785 0.0865 -3.6749 0.001***
Inflation 0.19720 0.0814 2.4217 0.018**
Real Interest rate 0.22830 0.0818 2.7902 0.007***
Broad money growth 0.03309 0.0223 1.4818 0.143
GDP per capita -0.08619 0.0828 -1.0410 0.301
Gross Saving 0.00000 0.0000 24.997 0.000%**
Dummy 2017 8.19843 1.0735 7.6372 0.000%**
Constant 0.66760 1.0635 0.6277 0.532

key regression statistics

R-squared 0.9523 Obs.

Adjusted R-squared 0.9429 Durbin-Watson stat.

44
1.4899

Note: - *** ** * indicate significance at 1%, 5% and 10% respectively.
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Table (13): The impact of Exchange rate on Remittances received:
Dependent Variable: Remittances received (% of GDP)
Method: Three stage least square (3SLS)
Instruments variables: Constant, Inflation, Real Interest rate, Broad money growth,
GDP per capita, Gross Saving, Poverty, Gini index, Cons. Expenditure, dum 2017,

dum 2019, dum 1993

Coefficient Std. Error t-Statistic Prob.
Exchange Rate 0.19418 0.0941 2.0639 0.043%**
Inflation 0.39347 0.0837 4.7021 0.000%**
Real Interest rate 0.33767 0.0938 3.6008 0.001***
Poverty 0.68693 0.1089 6.3075 0.000%**
Gini index 1.00553 0.4304 2.3363 0.022%**
Cons. Expenditure 0.07190 0.0724 0.9926 0.324
Dummy 1992 5.38157 1.3144 4.0943 0.000%**
Dummy 1993 4.70849 1.2764 3.6889 0.000%**
Constant -49.0355 19.694 -2.4899 0.015**

key regression statistics

R-squared 0.8414 Obs. 44
Adjusted R-squared 0.8051 Durbin-Watson stat. 1.6893
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(WBD)  AasSall wilas idlay callall cant ailaslly el i) A Alaall g sana 5o o(bisian %) ol sl olinay g8l (g small gai Jira MS
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Aol 315 J sl ALEN gyl cliled Jie dllall 31531
(WBID) (e aall il len] gy 2l Cunail (5 ginad) el i Jana s 2(Lagies %) oAaal) @il Alaa) (0 280 uual B gaill Ja GDPe
Agdaall Aleall sy Guladf e
(WBI) (VU Al i) laall JAN) sl S4V
(WBI) 0¥ 0,80 e Bl e (sl 03) Sl 2y il Al o ¢(pal) B N3 1,4 0) S8 Jad cant gy ¢l g8l s POV
Yo alad sl Sl o sl
(WBI) el it gl g tall G le 5l g caainally Jaall a5 58 (8 gl (5 ghse (uSay 5a ¢ Jalaa Gini
(WBD) e dudmall oS ilgil) eIial) i (g sindl soill 4y siall onsill o (g giaadl gl %) Lpdimall su) gy dilglll clBsll  CON
Yodeale (S pa¥l Y sall il jedl Y clllea ) atid s dulaall Aleall Culs e Gl
Adlide ol g ¢ gl elil) dpallad) dpaiil) iy 3228 ¢(WBI) - 14 gale
(PP) «(ADF) s )53 alaainy A )l <l paial 3aa l) j0a L) =35 3(B) Jo%
Augmented Dickey-Fuller (ADF) Phillips-Perron (PP)
Variables Intercept Intercept & None Intercept Intercept None
trend & trend
Remittances received -2.2032 -2.5352 -0.7031 -2.2918 -2.6624 -0.4154
(0.208) (0.311) (0.406) (0.179) (0.257) (0.528)
D(Remittances received) -6.4031 -9.2483
(0.000)*** (0.000)***
Inflation -4.9711 -5.0962
(0.000)*** (0.000)***
Real Interest rate -5.2708 -5.4026
(0.000)*** (0.000)***
Broad money growth -3.3607 -3.3607
(0.018)** (0.018)**
GDP per capita -2.5765 -2.9757 -2.5459 -4.2374
(0.106) (0.151) (0.012)** (0.002)***
Poverty -2.1090 -0.9004 -2.3523 -2.1367 -0.3512 -3.3878
(0.242) (0.947) (0.019)** (0.232) (0.986) (0.001)***
Gini index -1.2718 -3.1677 1.7484 -1.2056 -2.2443 3.1486
(0.634) (0.105) (0.979) (0.664) (0.454) (0.999)
D(Gini index) -3.4364 -3.4364
(0.015)** (0.015)**
Cons Expenditure -6.5102 -6.5088
(0.000)*** (0.000)***
Critical Values ADF PP
%l -3.7696 -4.4407 -2.6743 -3.7529 -4.4163 -2.6694
%5 -3.0049 -3.6329 -1.9572 -2.9981 -3.6220 -1.9564
%10 -2.6422 -3.2547 -1.6082 -2.6388 -3.2486 -1.6085
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Break Specification: /nfercept only
Break Type: Innovational outlier

Dickey-Fuller Zivot and Andrews
Variables Intercept Intercept ~ Year of Intercept  Intercept  Year of
& trend Break & trend Break
Exchange Rate -2.3204 -9.2442 2016 -0.6778 Yoyy
(0.943) (0.000)*** (0.999)
Gross Saving 0.6778 -2.1163
(0.999) (0.999)
D(Gross Saving) -11.154 2017 -10.847 2016
(0.000)*** (0.000)***
Critical Values Level First difference
%1 -4.95 -5.72 -4.95 -5.72
%S5 -4.44 -5.18 -4.44 -5.18
%10 -4.19 -4.89 -4.19 -4.89
Table (D): Diagnostic Tests used in the study model:
Problems Tests used
Heteroskedasticity White's test
Serial Correlation Wooldridge test
Cross-Section Dependence Pesaran CD
Normality Jarque-Bera
Collinearity Variance Inflation Factors (VIF)

Omit variables

Function Form

Linearity

Omitting variables test based on covariance matrix

RESET test for specification (squares only)
RESET test for specification (cubes only)

RESET test for specification (squares & cubes)

Auxiliary regression for non-linearity test (squared terms)

Auxiliary regression for non-linearity test (log terms)
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(2022-1977) 3l JAA dwil jall &l yaaial a3l gl

Exchange rate (LCU per USS)

Personal remittances, received (% of GDP)
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Inflation (annual %)
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Measuring the Reciprocal Relationship between the Exchange

Rate and Remittances of Egyptian Workers Abroad
Dr. Mohamed Hussien Ghanem and Dr. Ahmed Hamdi Hashem

Abstract

Due to the successive shocks of the exchange rate in Egypt, and the
continuous depreciation of the pound since 2016, the spotlight has once again
shone on the remittances of workers abroad as the largest source of foreign
currency in Egypt. Three-stage (3SLS) real-time model estimation.

The research concluded that there is a reciprocal relationship between the
exchange rate and the volume of remittances of workers abroad, as the high
exchange rate encourages workers abroad to increase their remittances, and
personal remittances will lead to an increase in the money supply of foreign
currencies, which contributes relatively to the stability of the exchange rate
in the short term, and its trend towards decline. In the long term, the research
also concluded that the ability of foreign remittances to reduce the exchange
rate is relatively weak, so decreasing the official exchange rate by one pound
requires an increase in personal remittances by more than 3% of the GDP, in
light of the percentage of Egyptian labor abroad being stable or declining in
the period The last, and therefore the most important role of these remittances
is to maintain the relative stability of the exchange rate.

The research recommended the need to increase attention to human capital
because it represents a great importance to the Egyptian economy, and the use
of remittances from workers abroad in productive projects and not in
financing imports, and work to enter remittances into the official banking
system, to enhance financial inclusion, and reduce the cost of transfer to
increase the use of official transfer channels, Developing legislation that
promotes investment opportunities for expatriates, activating communication
with them and motivating them by giving them advantages such as special
interest rates on their deposits in foreign currency, participating in national
projects, and providing political and legislative stability.

Keywords: Workers' Remittances, Exchange Rate, Public Revenue, Domestic
Product, Taxes.



