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IMPACT OF INTERNATIONAL OIL PRICE CHANGES ON
DOMESTIC FOOD PRICES IN EGYPT USING A
NON-LINEAR AUTO-REGRESSIVE DISTRIBUTED LAG
MODEL (NARDL)

This study applies a non-linear autoregressive distributed lag
model to a quarterly time series dataset covering the period 1990-2014 to
examine the impact of international oil price changes on domestic food prices
in Egypt. The econometric results show that, in the short run, a 10% increase
in international oil prices would lead to an increase of about 8% in the level of
Egypt’'s domestic food prices. In contrast, the results point out to the absence
of a significant impact of international oil price decline on Egyptian domestic
food prices in the short run. With respect to long run estimates, the results
indicate that positive and statistically significant relationship exist between
international oil price changes (both increases and decreases) and the level of
domestic food prices in Egypt. Specifically, a 10% increase in international oil
prices would result in around 1.7% increase in food prices in Egypt; whereas
a decline of 10% in oil prices in the international market would lead to a
decline of about 2.4% in the level of domestic food prices in the country. In
light of these results, the study concluded certain number of policy
recommendations that may help enhance the resilience of the Egyptian food
market to changes in international oil prices, mitigate the negative impacts of
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food price inflation on poor segments of the Egyptian population, and avoid
adverse effects on social stability.
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4.072043 2.641718 2.167233 Kurtosis
44.04151 17.77377 14.21375 Jarque-Bera
0.000000 0.000138 0.000819 Probability
14328.44 3052.584 4755.213 Sum
651822.9 35058.39 123879.7 Sum Sq. Dev.
100 100 100 Observations

A8y yh aladialy dal Al @l pgcial dia 31 Jadlaad) ) il LGS il 12 a8 g
C9o-uld

AL Als 065 i da_all dadll 4 guanall daill iall dsa aiial)
°J“““‘ e 2.890926- 8.092406 sM' DS e kil
5_iiue 2.891234- 6.020311- JsY! Gl
5 e i 2.890926- 0.304577 (5 sinaall
- Alaay! ol il
5 e 2.891550- 4.479800- JsY) Al &
Us-\-u P 2.890926- 1.113719- sM' foaled) L)
5 e 2.891234- 8.959100- JsY! Gl

AR Al ) &l e o el JalSEll ol g LA il 13 o) Jgda
Lalad) 3 jaaall adlll gAY (o LA

9 )

05 i Ta o TGyl il G o ) G B
47.85613 *62.32230 0.338316 =0
29.79707 22.67749 0.151397 rsl
15.49471 6.917813 0.053891 rs2
3.841466 1.599672 0.016525 r<3

oAl 5 paall aghl)
27.58434 *39.64481 0.338316 r=0
21.13162 15.75968 0.151397 rsl
14.26460 5.318140 0.053891 rs2
3.841466 1.599672 0.016525 r<3

*MacKinnon-Haug-Michelis (1999) p-values



