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Abstract:

This study mainly aimed to examine the impact of exchange rate and inflation
on the stock market indicator in Egypt during the rate changes
period (Jan2000- Feb2020).The study is based on various analytical econometrics
methods Such as, unit root tests to indicate the stationary of the variables, Using
(ADF) and (PP) tests, In addition to “Autoregressive Distributed Lags bounds test
the long run relationship among the variables of cointegration approach” to test
the study, and “Generalized Autoregressive Conditional Heteroscedasticity
Model” to examine the efficiency of Egyptian stock market. The study results
found that there is a long run relationship directed from exchange rate and
inflation rate changes to the stock market indicator (EGX30). Two variables have
positive and statistically significant effect on exchange rate. The ECM finds a
significant causal relationship among the variables of the study. The estimated
speed of adjustment indicates that the Egyptian stock market converges to the
equilibrium within about five months. Finally, after ARCH test results confirmed
indicated evidence for the presence of volatility clustering. GARCH M(1,1) model
that the risk and the movements of exchange and inflation rates have statistically
significant positive effect on volatility of Egyptian stock market returns. ARCH
effect and GARCH effect indicated that the Egyptian stock market is inefficient

market according to The Random Walk Hypothesis.

Keywords: Exchange Rate, Inflation Rate, Stock Market Indicator, Volatility
Clustering, Random Walk.
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*

1.735731 0.041836 0.072617 D(LExr)

0.454403 0.187331 0.085124ns D(LInf)
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EC = LEGX30 - (4.9713 + 0.6507*LExr + 0.9496*LInf)

Prob t-Statistic Std. Error Coefficient | ol /_iall

0.0000 9.214248 0.539524 4971307 | Intercept
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0.0000 4.254146 0.223229 0.949649 Linf
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Prob Statistic value Jkaayy

0.0000 17.99629 F-statistic

0.0000 16.87177 | Chi-Square
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z-Statistic

Coefficient

k)

16.40067

0.196360

Intercept

292.4260

0.949123°

LEGX30(-1)

3.649251

0.031120*

LEXR

4.388265

0.032481*

LEXR(-1)

5.068712

0.039936*

LINF

0.068497

0.000509ns
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1.814684
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“ variance equation” (bl dsles —o

z-Statistic

Coefficient

Ol [ ial)
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Intercept

12.88808
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RESID(-1)A2

7.180655

0.233343*

GARCH(-1)
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Schwarz
criterion

Akaike info criterion

Durbin-Watson stat

R-squared

-1.510882
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2.581981
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-Stat -Stat -Stat
Prob Q-Sta Prob | Q-Stat [6] Prob Q-Sta Prob Q-Sta

8] [4] [2]

0.888 | 3.6436 0.914 2.0634 0.785 1.7292| 0.621| 0.9522
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