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Abstract
All countries of the world, including Egypt, are highly

economically connected to USA, and hence any economic
decision that is taken by US will affect all countries of the world.
The main objective of this study is to examine the relationship
between US interest rate and domestic public investment using
annual data for the Egyptian economy over the period from
1975-2019. To achieve this objective, SVAR model, structural
impulse response functions (IRFs) and structural variance
decomposition have been employed. The main findings of this
study reveal that a shock on US interest rate will boost Egyptian
public investment. Moreover, the study found that both
government revenues and inflation rate have positive impact on
public investment, while GDP growth rate has an adverse impact.
Keywords:

US interest rate; public investment, structural vector
autoregressive (SVAR) model; structural Impulse response

functions (IRFS); structural variance decomposition.
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Aaa¥) Andll il e A€ alall L) e Wl ool Gl e (SpaY]
s sloall 2wl Bgvia (e e Jgaanl) 2 e

A A Jaai¥) zagai £

Structural Autoregressive gl SIA plasiV) = 3gei dahall aadius
ALVl (SpeY) 55 Jaee & leseall i u))al @llyg Model (SVAR)
saill Jare caaail)l Jase Jie (9AY) sl Lalaid¥) clpaiall Gans
VAo e sl PIA jean (B aladl Hliin] e dalall @lap¥l (golai)
) clerall Llaiad Jlgy pladial o SVAR zigal d3LaYl Y14
Sl ol Qs Structural impulse response functions (IRFs)

.Structural variance decomposition

p2a1s S A asl@l) SLaiBY) el sl sy Sims (1980) s
Ly ol (e iy SAY) z3laill Ui VAR 73l o sily . cbismand) 55 8
Asess VAR zilai pgidsy . Adel) cilorall I alai@Y) il yuiia dulaiad
db b lagad sl Aol 8 Lot z3lall 35S0 e gl LS L Lgalasiad
Jae bl e ddlsiall clavall (e diide ¢ls A€l il 35as
(Keating 1992; Kusidet 2020) .au),all

Glalaall Ao 298 aiag mows alb VAR #3903 e SVAR zigar adiy
Ll il pally Zaalai®Y) Aplaill e i Lo cledall o) il Lalsl)
(Bernanke  Jull J<aIL duyall alall = dsaill A& Lua (Kang (Y21 4 Jinyall)
1986; Blanchard and Watson 1986)

P
Ay = Co + Z Biyiit+ & ¢Y)
=1
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Gradll @ola®Y) sall Jana dInf jae 3 adaill Jaes USH 4500
Jic B -Rev Jlea¥) Jadll il e dawi€ duasSall sl 5 (GDPG
e o P Al adll leles dishian Jidi £ iz dgal) Clales disiias
el
G sl e 8 SVAR 735015 VAR z3503 G gslas¥ ) CDEAY) 2ag
Glazall @lls i Koy Llgl) Glorial) Uadl) aa Jiay SVAR z3gai b 43
& Wil ang Uy <l cleneall p 3830al) riasi lly () sl aladily
(Y20 Sladas @S Sles)

& =P.U; )
23l A ddgtaal) tlalas e Lalanidy) )kl ks 29l (e dae aiag a3 28
Aahall i dls L Al aaatll Cpas Lo 52 z3saill (3 2SN larall i
@) ¢S B Jara e (@AY @lpriall sy Y cilerall il e
i il A Gaad Al leaaalls VI il o 4l

Zasall) uld cfylas) ¢ v

Ll 8 Lghndai cany CHLEAY) (e Ao gane llin ¢ bl z3gaill & el U8
Lag order Uay) i)y aae aaas cUnit Root test sasgll jia jlad) Lgiag

AR root zisall jhaial jlasl I dlayl cselection
alaniuly elld ¢y6sg Auhall Jae byl (oS gl b (e S iy )
@l aadsudg LPhillips-Perron 5 Augmented Dickey Fuller ¢y jlaal
cbuial) hEul paen ABR dua il daia pae ) daia GLEY GLEAY) 23a

il e clpaiall bl axe s & adl ) @lLoaY) sda dsesl an g
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and Watson 2015; (Stock .4 zits e Joandl N Lgaladiul (s34

(Y14 oy 5 SSis0 s len
5.\;}3\ J;\; )Lﬁ;\ :(\) d}&;‘\

Phillips-Perron ADF P
-5.0232 -5.084 Inf
(0.0001) (0.0001)

-3.641 -3.707 GDPG
(0.0087) (0.0073)

-2.729 -2.934 USI
(0.0553) (0.0499)

-3.47 -3.883 Rev
(0.0553) (0.0214)

-3.411 -3.401 Pl
(0.0629) (0.0642)

Lo bl s chiiall paead aaall Gajd Jsd aae (V) doas (e
Zo z\:ij.\m Lﬁj’m Qi cﬂh} I(O) LEM\ ‘f Sl J\ EJEBMA Qb:uld\ u\ ‘”;u__j
Ve die e 05 53y asSall L) el Gyl gueal

1 deal aaj .Lag order Selection clady) culid ase aaad 3y oLl
olad I 08 5S¢ o lae ASI elad) clid aae 5ol o) ) Lasy)
LY Al e cann Lee J8 say) il aae s o LS el
(AIC) Akaike jLadl lida Jiall gUad) i g (Yo Yo 2algllne). 1A
WS ¢elad) oynpa Final Prediction Error (FPE) jlaag LR bl ladag
(Y) sl mase 52
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il eUa¥) 8 3aas o(Y) Jan

Lag LogL** LR FPE AlIC SC HQ

0 -487.802 NA 10693.9 23.4668 23.674 23.5426
1 -399.285 151.74 524586 20.4422 21.683* 20.8971*
2 -372.080 40.16* 497.821* 20.337* 22.6127 21.1712
3 -347.798 30.063 592.392 20.3713 23.6812 21.5845

dlsa I JEN) dds o)) Gale pease s WS zigall (uld ey (WG
alaialy ellyg 73 gaill il e SHI Ciny (RSl larall dilana)
i Las s aaly e B g5all paeas o (3) Jsas (e g LAR roots
Gl pae o) S Ll Ahe (e Sla Y z3sail o) () biis g 3gal) o

Lokl
AR roots z3gaill bl jlad) :(Y) Jeaal)

Modulus Root

0.837678 0.827964 - 0.127196i
0.837678 0.827964 + 0.127196i
0.606125 -0.606125

0.497369 0.419351 - 0.267434i
0.497369 0.419351 + 0.267434i
0.402436 0.402436

0.347227 -0.347227

0.017617 0.017617

0.000000 0.000000

0.000000 0.000000
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LSl clorall Llana¥) Jlgs alatiad 5y oz dgall hind e 2SHI 2
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Dbyl Ja¥) b ol gl - sl e AVeno Yo At LY
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e 77028 Y aads o alad) lena) a6 da s (i dashall Ja¥I iy
ol G casly WS Z00) I cliag 3 eV 83 Jana 5l days wiy
Sl g /go ) adaill Jase o/ +.99 ) olaiY) gall Jara (e S
/A L VRIS (- S N

SISl culall st 1(£) Jsan

Period  S.E. Pl usl GDPG INF REV

0.649383 100.000  0.0000 0.00000 0.0000  0.0000
0.933926 89.1897  0.65568 0.9211 0.4210 8.81253
1.108060 80.5678 1.746237  0.967204  1.2545 15.464
1.228512 73.7913 2.956047  1.002119  2.2697 19.9807
1.308607 69.3172  3.89855 0.89868 3.0272  22.859
1.364788 66.2663 4.522913  0.827034  3.5713 24.8125
1403320 64.242 4.867488  0.818205 3.9333 26.1390
1.429859 62.8744 5.029665  0.850661  4.1885 27.0568
1.447542 619586  5.08310 0.91735 43679  27.673
1450011 61.3497 5.082648  0.991883  4.4973 28.0785
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daall”. pdail) Cilagials £l dubuadl Cilyas Y04 L dens dale (S
SAYA-oVA(Y) £ Hlaily slaidl Liale)

e
SVAR z3gai aladials alall Léie¥ly 535 Jane G 28all i il (1) 3ale

PI usl GDPG INF REV

PI(-1) 0.885 0.000 0.104 0.372 1.742
[6.261] [ 0.35094] [ 0.266] [ 2.68]

PI(-2) -0.285 0.00 -0.343 -0.049 -0.836
[-1.89] [-1.086] [-0.033] [-1.201]

USI(-1) 0.106 1.106 0.993 1.001 -0.164

[ 1.08] [7.75] [ 4.34] [0.99] [-0.35]

USI(-2) -0.006 -0.279 -0.756 -1.525 -0.079
[-0.065] [-2.073] [-3.761] [-1.726] [-0.195]

GDPG(-1) -0.078 0.000 0.0398 -1.019 057
[-1.49] [ 0.36] [-1.96] [ 2.35]

GDPG(-2) -0.0123 0.00 0.469 0.968 -0.021
[-0.239] [ 4.356] [1.9] [-0.087]

INF(-1) 0.0282 0.000 0.025 0.2276 0.09

[ 1.851] [0.79] [ 1.51] [ 1.29]
INF(-2) 0.001 0.000 -0.0265 0.1144 -0.0001
[0.071] [-0.801] [0.731] [0.002]

REV(-1) 0.1019 0.00 0.076 -0.0398 0.809
[ 2.95] [ 1.06] [-0.117] [5.1]

REV(-2) -0.042 0.00 -0.104 0.098 -0.139
[-1.26] [-1.496] [0.299] [0.91]

c -0.078 0.772 3.348 6515 2.087
[-0.162] [2.22] [3.25] [ 1.36] [0.94]

R-squared 0.847710 0.773724 0581570 0.164518 0.850152
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