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- Mehrara, M., & Behzadi Soufiane, M. (2015). The Threshold Impact of Fiscal and
Monetary Policies on Inflation: Threshold Model Approach. Journal of Money and
Economy, 10(4).
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Model Selection Criteria Table
Dependent Variable: INF
Date: 04/08/24 Time: 11:42
Sample: 2000 2022

Included observations: twenty-two
Regimes SSR Threshold Variable
3 453.383567 EXR
3 627.283154 RD
3 807.511072 M2
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Sequential F-statistic determined thresholds: 1
Scaled Critical
Threshold Test F-statistic F-statistic Value**
Ovs.1* 8.665508 17.33102 11.47
1vs.2 3.133193 6.266386 12.95
* Significant at the 0.05 level.
** Bai-Perron (Econometric Journal, 2003) critical values.
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Summary

Threshold variable: EXR

Estimated number of thresholds: 1

Method: Bai-Perron tests of L+1 vs. L sequentially determined
thresholds

Maximum number of thresholds: 5

Threshold data value: 5.73316666667

Adjacent data value: 5.63543333333

Threshold value used: 5.733166
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Threshold variable: EXR

Variable Coefficient Std. Error t-Statistic Prob.

EXR < 5.733166 —- 7 obs

EXR 7.979352 1.901734 4.195831 0.0007
C -25.02410 12.95737 -1.931264 0.0714

5.733166 == EXR -- 16 obs

EXR -0.270408 0.326093 -0.829237 0.4192
C 16.38209 8.720204 1.878636 0.0786
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- Pham, T.A., T. Nguyen, M. A. Nasir, T. L. Huynh, “Exchange rate pass-through: A
comparative analysis of inflation targeting & non-targeting ASEAN-5 countries”,
The Quarterly Review of Economics and Finance., 2020.
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Non-Threshold Variables
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RD 1607157  0.434314  3.700448  0.0019
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The impact of the monetary policy threshold on inflation in
Egypt during the period (2000-2022)

Summary

This study aims to investigate the effectiveness of monetary policy in
controlling inflation rates by determining a threshold level for monetary
policy that allows for inflation control during the period of 2000-2022 in
Egypt, using the Threshold Regression (TR) model. The results of the
standard tests have shown that the threshold variable is represented by the
exchange rate variable. Based on the threshold value for the exchange rate
(5.73116), two threshold regimes were obtained, each with different effects.
The first regime showed an asymmetric relationship with a strong statistical
significance between the exchange rate and inflation, indicating a negative
relationship. On the other hand, the second regime indicated a weak
statistically significant inverse relationship between the exchange rate and
inflation. Additionally, the exchange rate led to an increase in inflation rates
starting from the threshold of 5.733 pounds per dollar. Furthermore, the
results have shown that there is no statistically significant effect of the reserve
requirement ratio on inflation in Egypt during the study period. However,
they confirm the presence of a statistically significant impact of both the
discount rate and money supply on inflation in Egypt during the same period.
This indicates the effectiveness of the monetary policy of the Central Bank of
Egypt in its monetary policy tools during the study period."

Keywords: Threshold Regression model, monetary policy, inflation,
Egypt, exchange rate.
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