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The Economic Effects of Foreign Exchange Shocks on the
Gross Domestic Product

An Applied Study on the Egyptian Economy
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Abstract:

The decline in economic growth in most of the developed and
developing countries after the 2008 global financial crisis indicates
the strength and intertwining of economic relations between the
world's countries and highlighted the importance of reducing the
adverse effects of economic shocks. Since the beginning of 2008, the
Egyptian economy is exposed to three unexpected internal and
external crises, and it was not possible to predict their occurrence and
it was difficult to control them.

The affection of these crises has increased because of the Egyptian
economy’s connection with the global economy in general and
because of the Egyptian economy’s connection to the countries that
are the source of the crises, causing shocks in both demand sides and
supply sides of foreign exchange.
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This study aimed to clarify the repercussions of the successive
crises that the Egyptian economy was exposed to on the
macroeconomic variables on both the demand side and the supply
side of foreign currencies, and compare the values of these variables
in both the following and the previous year of crisis and measuring
the impact of this on the gross domestic product using statistical
analysis and econometric models to come out with the study's
recommendations like the need to work to enhance the ability of the
Egyptian economy to withstand shocks and implement policies that
reduce the adverse effects of these shocks and mitigate their effects
on macroeconomic variables and on the gross domestic product.

Key words: Economic Shocks, Demand Shocks, Supply Shocks,
Foreign Currency, Net International Reserves, Gross Domestic
Product, External Debt
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Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.

Response of GDP to GDP Response of GDP to INDINVE
3,000 3,000
2,000 2,000
1,000 / 1,000
o o h——e
-1,000 -1,000
1 2 3 4 5 1 2 3 4 5
Response of GDP to FORINVDIR Response of GDP to EXTERNALDEBT
3,000 3,000
2,000 2,000
1,000 1,000
o *- o -
-1,000 -1,000
1 2 3 4 5 1 3 4

E-VIEWS 12 gk 5 s e e daie ¥y Caldl 32 (a1 juaal

i) (e cala @ parie il (Jleal) sl gl A duwally Ll
I sam a3l sdl (B desa Gigs b iy ¢(0) ad S Lgnm g
Y peday Gl el amy (K15 V)l 8 ) sl il ) s
A 1) (55 a1 ) il e il

2l e W,y o sl ol Auial) Jpal) e b deda Eigaad il
Al Ll e Maa) sl il e G amy eday bl W s Jlaa1 sl
Gle Lailay il el sl il o o il 4 gall clllaa) dla i
maa b ) adll il ) i)

YoYY disl - QG 2l e GGl alsal)
YA



gy Rl llaa il glaall il ole @raall ssll sylasaal yslagadl 51
sluallswll 3ol playl /o & ol sppa sl /s

(°) o Je
) Bl ) Gl il e g laal) laal) gl ¢ Jalsal) 8

Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.
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