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Abstract:

This study uses time series data for the period (1990-2021) and a Vector of Error-
Correction Model (VECM)) to study the relationship between financial inclusion
and the effectiveness of monetary policy in Egypt. The results of the study showed
that there is a long-term relationship between financial inclusion and the
effectiveness of monetary policy in Egypt. The results also showed that there is an
inverse relationship between the inflation rate and loans (as a percentage of GDP)
as one of the indicators of financial inclusion.The study found that an increase of
1% in total loans and advances from commercial banks (as a percentage of GDP)
reduced inflation rate by 0.007 % . That is, financial inclusion is effective in
affecting the inflation rate as an indicator of the effectiveness of monetary policy,
while the relationship was positive between the inflation rate and deposits (as a
percentage of GDP) as an indicator of financial inclusion, meaning that the more
deposits (% of GDP) the higher the inflation rate.This means that this indicator of
financial inclusion does not support the effectiveness of monetary policy.

Key words: Financial Inclusion, Monetary Policy , Financial Stability |,
Inflation Rate.
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(*®) Mbutor, M. O., & Uba, 1. A. (2013). The Impact of Financial Inclusion on Monetary Policy in Nigeria. Journal of Economics
and International Finance, Vol,5, No. 8, P. 321.
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(*) loc.cit.
28)Sarma M (2012). Index of Financial Inclusion — Ameasure of financial sector inclusiveness " . Berlin Working Papers on
Money, Finance, Trade and Development , Working Paper No.07/2012 , competence center , Pp. 16-18.

() loc. cit.
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(**) Demirguc-Kunt , A., & Klapper , L.,(2012) , " Measuring Financial Inclusion : "The Global Findex Database" , Policy
Research Working Paper 6025 , The World Bank Development Research Group Finance and Private Sector Development Team,
PP. 5-6.

(*Y Gupte R., Venkataramani B.,& Gupta D., (2012 ), " Computation of financial inclusion index for India ", International
Conference on Emerging Economies — Prospects and Challenges, Procedia - Social and Behavioral Sciences, Vol. 37, PP. 136 —
149.

(*®)IMF: International Financial Statistics (IFS) : Financial Access Survey(FAS).
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dad Yoo ale AYA0Y o b Ve S Al gl e G fiall 2ae Al —
Y ale A ALY e JENYAER VY Gle A Al Y e JV YT L)
Be TY Ly @l Ve O Al @l e Gungiiall ne Cieli e pe ) e
b2l s Jiay Cun Loxie Jh el V) Yovo ale 8 aaally Aladl YoYs Lle b
¢ (\2/\.\‘\‘ ‘\\"..Y) Lngradl Al ASladl) Jie Jgo B 222l 13 Jiay Can Jie A0
Yooo g (YYEA0 (VY0 YA ) Shad ¢ (0£Y.0Y ¢ £14.70) saaiall 4yl fjlay)
D e Yoy @Y ey alad

aal) lal il (e i€ Eplatl) Agil) (o (a20mall ) AN m gl Al -
Yoot ale % VTA (e Cacaidl Cus Al oda 8 peiee 00 la of aa Wil
Cua bl Al Ja al e gl cogle & YIY ble %YYLl ) Jual
dnpll Gl 8 %Yo .69 ¢ Gl 8 %VATLYT S Alas YY) ale Y% A AV Caaly
()33 grdl Gy el ASLaal) L3 %0Y.£0 ¢ Basiall

) loc.cit..
4 loc. cit.
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(**) Mehrotra .A., and Yetman ,J .,(2014) " Financial inclusion and optimal monetary policy” BIS Working Papers No 476 , Bank
of International settiments , pp 1-30
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" Does financial inclusion affect monetary policy in SAARC countries.:?
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(3 Lapukeni,, A.F. (2015) " The impact of financial inclusion on monetary policy effectiveness: The case of of Malawi " Int. J.
Monetary Economics and Finance, Vol. 8, No. 4, pp.360-384.

(®) Lenka S.,K., & Bairwa A.,K. " Does financial inclusion affect monetary policy in SAARC countries? " Cogent Economics &
Financ , Vol.4 ,2016, pp 2332-2339
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"The Effectiveness of Monetary Policy in Africa: Modeling the Impact of
Financial Inclusion™
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(*) Evans 0., " The Effectiveness of Monetary Policy in Africa: Modeling the Impact of Financial Inclusion " Iran. Econ. Rev.
Vol. 20, No. 3, , 2016. pp. 327-337
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" The Impact of Financial Inclusion on the Interest Rate Channel of the
Monetary Policy Transmission Mechanism®
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Anarfo E., Abor J., Osei K.,& Gyeke-Dako A.(2019) 4u» : V/)/¢
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"Monetary Policy and Financial Inclusion in Sub-Sahara Africa: A

Panel VAR Approach™
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(*5) Martin, B, T. Bwire, D. Rubatsimbira and Tinyinondi, G.A. (2017) " The Impact of Financial Inclusion on the Interest Rate
Channel of the Monetary Policy Transmission Mechanism™ Bank of Uganda Working Paper No. 5 P.201

(“5) Anarfo E., Abor J., Osei K.,& Gyeke-Dako A. " Monetary Policy and Financial Inclusion in Sub-Sahara Africa: A Panel VAR
Approac , Journal of African Bussiness , 2019, pp.1-24
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" The interest rate sensitivity of output and prices with different levels
of financial inclusion Evidence from developing economies **
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() Huong Thi Truc Nguyen " The interest rate sensitivity of output and prices with differentlevels of financial inclusion Evidence
from developing economies *, Journal of Economics and Development , Vol. 21 No. 2, 2019pp. 114-130
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" Role of Financial Inclusion to Stability: The Case of Indonesia’s
Sharia Banking™
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(*® Widarwati ., E , Sari, P., & Nurmalasari,N.,(2019) " Role of Financial Inclusion to Stability: The Case of Indonesia’s Sharia
Banking" , Sciendo, HOLISTICA Vol 10, Issue 1, pp. 7-15
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“9 Hannig, A. & Jansen, S. (2010). Financial Inclusion and Financial Stability: Current Policy Issues. Asian Development Bank
Institute Working Paper Series. No 259
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(**)Ekpeno L. Effiong, Godwin E. Esu & Chuku Chuku .,(2020) " Financial development and monetary policy effectiveness in
Africa" ., Journal of Social and Economic Development PP 160-181.

(®Y) B. D. Saraswati et al. (2020) " The effect of financial inclusion and financial technology on effectiveness of the Indonesian
monetary policy " Business: Theory and Practice , Vol. 21, Issue (1) pp. 230-243.
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Ja¥) Aol ABMlal) s il (1) g4
Dependent Variable: LINFRATE
Method: Least Squares
Sample: 1990 2021
Included observations: 32

Variable Coefficient Std. Error  t-Statistic ~ Prob.

C -11.14210 4.545110 -2.451447 0.0213
DEPOSITS__GDP_ 0.021133 0.008953 2.360531 0.0260
EXR 0.152943 0.068738 2.225028 0.0350
IRATE 0.204234 0.066376 3.076911 0.0049
LOANS___ GPD_ -0.024616 0.009473 -2.598607 0.0152
LM2 0.807960 0.294331 2.745073 0.0108
R-squared 0.642008 Mean dependent var 2.107935

Adjusted R-squared 0.573164 S.D. dependent var  0.637230
S.E. of regression  0.416320 Akaike info criterion  1.252635
Sum squared resid 4.506380 Schwarz criterion 1.527461
Log likelihood -14.04217  Hannan-Quinn criter. 1.343732
F-statistic 9.325473 Durbin-Watson stat  1.601014
Prob(F-statistic) 0.000035
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Dependent Variable: DLOGINF

Method: Least Squares

Sample (adjusted): 1991 2021

Included observations: 31 after adjustments

Variable Coefficient ~ Std. Error t-Statistic Prob.

C 0.124894 0.195588 0.638555 0.5292
DDEPOSITS 0.001311 0.011468 0.114308 0.9099
DEXR 0.043156 0.083985 0.513854 0.6121
DIRATE 0.173344 0.071730 2.416631 0.0236
DLOANS -0.007391  0.016242 -0.455072 0.6531
DLOGM2 -0.588638  1.538756 -0.382542 0.7054
U(-1) -0.792416  0.199640 -3.969224 0.0006
R-squared 0.565882 Mean dependent var -0.037649
Adjusted R-squared 0.457353 S.D. dependent var 0.460273
S.E. of regression 0.339058 Akaike info criterion 0.870390
Sum squared resid 2.759052 Schwarz criterion 1.194194
Log likelihood -6.491046 Hannan-Quinn criter. 0.975942
F-statistic 5.214093 Durbin-Watson stat 1.424056
Prob(F-statistic) 0.001468
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