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Abstract: This study aims to determine the impact of the Current Account Deficit (CAD) and
Budget Deficit (BD) on the sustainability of External Debt (DS) in the Egyptian economy from
1990 to 2022. It addresses three key areas: the theoretical framework of these variables, the
development of Egyptian economic indicators related to them, and econometric analysis. The
study focuses on testing the dynamic interactions between these three variables and identifying
the nature of causal relationships among them using the Vector Autoregression (VAR) model.
Granger causality tests were also employed to understand the direction of these causal
relationships. The results indicate the presence of mutual causality between CAD, BD, and DS.
The analysis revealed that the current account significantly impacts the sustainability of
external debt, while the budget deficit considerably affects external debt levels. Furthermore,
the study uncovered a direct influence of the current account on the budget deficit, highlighting
the importance of the interaction between the external sector and the state’s fiscal performance.
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dapia) Llalkil) el®al) s Eigenvalue Trace Statistic 0.05 d5,al 4adll  Prob.**
None 0.405233 27.26115 29.79707 0.0954

At most 1 0.217393 11.15401 15.49471 0.2022

At most 2 0.108350 3.555133 3.841465 0.0594
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il e alae) WiSayg ¢« jfiuag mlba m3ga a(Lag) = 11 a3l 3580 20mlWAR z3gaill 1 ki)
DS s «CAD «BD &) il G Asalinal] lilally 5y Jlazl) 3
(Jaque Bera) Blsll auhl) ayjeill JLER) :5 Jgaadl

Prob. df Jarque-Bera G98ad)
0.7564 2 0.558277 1
0.6564 2 0.842005 2
0.9909 1 0.018277 3
0.9647 6 6 Joint
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- o aaliyy Al sl 8 0.029- die Ty e ol 3G (BD) clesal DS 4laiui-2-1-4
ceamlall gl A e A5j)sal) Saad sl alud) a0 GeSey Lo apiled 55l 80.039
: (CAD) g \adl olisal) Sae —2-4
= &) b aaliuy 0.006- Aedy IV 55l e b 56 jeday (DS): clasal CAD 4laiui-1-2-4
colad) Opal) Comaay ) cpall g iy o ) ey Lae 3pilad) 3580 30.010
e aalall oy gl sl 30.015~ xie Ll 51 fay :(BD) wlasal CAD Alaiui-2-2-4
il Gany (8 (ol Glall g 8 casSal GEY) G ) ndie cuolal) 3558 Ga ol il Lulay) osand
Aalad) Ajga) s —3-4
0 001_ e 4.11;4.;»‘}1\ \J.u g_u; c@JBJ\ u.ull g_usla ‘_,7_\1...: '"L| )@.Lu ( ) Gledal BD %1@&1\‘1‘3—4
e &s: @JBJ\ Cpall daria Sy Laa B ydlall sl &A 0.0015- ‘A;\ elany QA\‘):‘SL’ ity Al sl ‘éﬁ
A3 gl
- e Al el i LagpS sl & 0.013 2 iyl Tas :(CAD) clesal BD 4laiui-2-3-4
gl e Gjlsall Gae o bkl Caidy 8 gylall el ead o e Jy lee yalad) 556l 30.003
.Jashll
rCphl) ABjad delas -5

Slo @AY @bl 8 Alalad) Gl i 8 jete JS el Guld ) ol 23505 Jilad Caagy
ol el saal

Okl Ajady Julad Jean ilii 16 Jgan

Variance Decomposition of DS: Variance Decomposition of CAD:
Period SE. DS cAD BD  Period SE. DS CAD BD
1 0122378 100.0000  0.000000  0.000000 1 0097817 0384008  99.61599  0.000000
2 0174581 8792647  9.154252 2919282 2 0123807 2014779  96.35373  1.631490
3 0222224 7181854 2152487 6656587 3 0135809 4195396 9310449  2.700119
4 0266343 5830046 3200965  9.689886 4 0141188 6632075 9033280 3035122
5 0305114 4838556  39.76365  11.85078 5 0143680  9.016415  87.97704  3.006548
6 0337352 4141901 4525156  13.32944 6 0145323 11.04707 8599999  2.952940
7 0362811 3660523 4906891  14.32586 7 0147059 1252863 8441533  3.056033
8 0381944 3332714 5168520  14.98766 8 0149143 1342723 8322703  3.345736
9 0395611 3114540 5343801 1541659 9 0151472 1383982 8239806  3.762122
10 0153821 1391929 8185905  4.221666

—
o

0404860  29.74699 5456976  15.68325
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Variance Decomposition of BD:

Period SE. DS CAD BD
1 0.016042 0.183538 69.69985 30.11661
2 0.019169 0.871745 77.55639 21.57186
3 0.020654 2.522665 78.73371 18.74363
4 0.021362 4.580506 77.69572 17.72377
5 0.021701 6.668655 76.12067 17.21067
6 0.021919 8.498308 7461775 16.88394
7 0.022143 9.886448 73.42589 16.68766
8 0.022412 10.78485 72.60951 16.60564
9 0.022716 11.25756 72.13131 16.61113

-
o

0.023027 11.42346 71.90666 16.66988

Cholesky One S.D. (d.f. adjusted)
Choleskyordering: DS CAD BD
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H(oale) A LS -6
On Bl Jsa acl (53 s Lae cilaliia ) Apalal cul€ o g cdpund) A olail agd & HLoa¥) 1as aely
Aol L)yl s dpalaidy ) ol yaial)

(sle) Al LS @ilii 17 Jgaa

Prob.  F-Statistic <laliall ae aall 4 b

0.0007 14.3633 32 CAD does not Granger Cause DS
0.0181 6.27701 32 DS does not Granger Cause CAD
0.0146 6.74560 32 BD does not Granger Cause DS
0.0221 5.84767 32 DS does not Granger Cause BD
0.0979 2.92566 32 BD does not Granger Cause CAD
0.0135 6.91828 32 CAD does not Granger Cause BD

Eviews 12 zaliy Je aieYh Giiald)l dhe] (ot jdaall

:(CAD, DS, BD) 453Ul cpsiall ¢ Al jadle cilad) Jalas
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