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The abstract:

The Main hypothesis of the study was that the real domestic income(expressed in
gross domestic product), the real world income( expressed in real world product), the real
exchange rate and the real money supply (M2) are the main determinants of Egyptian
trade balance (1986-2007). There were two subsidiary hypotheses.

The first hypotheses was that the real world product and the real exchange rate
have a positive impact on the real trade balance, while the second was that the real gross
domestic product and real money supply (M2) have a negative impact on the real trade
balance.

The Objective of this research was to test the last three hypotheses. Before testing
the research model, the unit roots test (by applying the Augmented Dicky-Fuller) was used
to test the stationary or non-stationary variables data across the time. The results showed
that the variables data was stationary (had not a unit root).

Two Stages Least Squares (TSLS) was used to test the long term relationships
between trade balance (as a dependant variables) and its determinants (as an independent
variables).

The findings showed that the main hypothesis ( instead of the absence of the impact
of real money supply (M2) on real trade balance) and the first subsidiary hypotheses were
right, but the second subsidiary hypothesis was wrong (there was a positive and
statistically significant impact for the real GDP on real trade balance).

So we can say that the elasticity and expenditure approaches investigated the long
term changes on the Egyptian trade balance during the period (1986-2007).

Finally, trade balance problems can be solved by applying the policies related to
income, money supply and exchange rate.
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AR



Gsay ¥y solall aaall 258 Laalay edusy ! slaiist JolS alll ase pllis 380 e

Lom 5l Lo 189 (M2) gl aling 352201 550 oo 3 51 JI HO (1995)
(0K ) 0150l o Loa o35 5 0y piee O)3sone

N Ly gby 5 i U1,y  Onafowora, O. (2003) il s L
Lo 9.51) gl J3 ) 6 loll 91yl e i | G pall yas ol i
F o e (Y- VN ) 5 il 2y iy Slily ity (4334405 Ll
529 Ao S i Loyl o ozl 2lly o8yl 01501 Dslas L2
Lo}l (58 yong oty yeiteg ik OB puall a1 Ji sl Jd) 5l
+ O Lo bl il oyl i) Ll 3y G g B s 2 U

Vbl o s LMoy o 1 jitlly okl il gy IS L)) =
13l o Lo g L5May L6 g,;;an Jo i L.T‘;,gg\c, L g 03y 8yl
G rall jaasy g1 ol e S g 5l 5y i) LaS . 5l
) LY e L9395l 3ledl e ool ity il
FREN]

ity izl il ek 18 ¢ Gyl 6ol ol el Lty —
&yl olycall 2ty Wl . s, Lol 015l ps Lo go WMo (an il il
DU Sl g UMl £ pa¥ Bamtll S Yl e Lyl
OLLIL Loneip sl e J2o gylall Oyl

Lo o Bhay Sty Azl O izl g O w3 2l L
2 a W Baml ) SV gl e L 8 lonll 1l Ll (Ll e 500l sl
Doy ¢ ginidl OB pall pag ‘;'Joﬂ‘ Il (e JS o L2 g0 By LS| b
goasll 5azbly e Wl e JS e LI

u\ﬁl\&p@L}J\&.\.Uw‘,l\)_’Y\dbd,.d\ LaS LSy,
YOa| i de L) e £ Jaadl B 53l CalS Lo 13) Sast el

1) Klm, KI-HO (1995), “On the Long-Run Determinants of the U.S. Trade Balance: A
ment” !ournal of Pos t Keynesian Economics, Vol. 17, No.3, Spring, p.454.
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