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Abstract

This study aims to explain the role of Islamic banks in
financing economic growth in Egypt, both in short and long run,
by using quarterly data during the period(212-2020), and by
applying error correction and cointegration methodology.

The study concluded that there is a positive significant
relation between Islamic banks and financing the economic
growth in Egypt, and the relation between them is bi-directional
relation.
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Islamic banks, Islamic finance, economic growth, mudarabah,
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Table(1): Augmentd Dicky-Fuller unit root test of GDP
Null Hypothesis: GDP has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic 7.501515 1.0000
Test critical values: 1% level -3.808546
5% level -3.020686
10% level -2.650413
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(GDP)
Method: Least Squares
Date: 12/15/20 Time: 17:31
Sample (adjusted): 2012Q1 2020Q2
Included observations: 34 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
GDP(-1) 0.186636 0.024880 7.501515 0.0000
C -57861.58 16214.68 -3.568470 0.0022
R-squared 0.757650 Mean dependent var 53431.71
Adjusted R-squared 0.744186 S.D. dependent var 57849.98
S.E. of regression 29259.40 Akaike info criterion 23.50043
Sum squared resid 1.54E+10 Schwarz criterion 23.60000
Log likelihood -233.0043 Hannan-Quinn criter. 23.51987
F-statistic 56.27273 Durbin-Watson stat 1.683012
Prob(F-statistic) 0.000001
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Table(2): Augmented Dickey-Fuller Unit Root test of gross domestic capital formation

Null Hypothesis: D(GFCF) has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -5.879922 0.0001
Test critical values: 1% level -3.831511
5% level -3.029970
10% level -2.655194
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(GFCF,2)
Method: Least Squares
Date: 12/15/20 Time: 17:36
Sample (adjusted): 2012Q1 2020Q2
Included observations: 34 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
D(GFCF(-1)) -1.311341 0.223020 -5.879922 0.0000
C -4159.580 4148.848 -1.002587 0.3301
R-squared 0.670373 Mean dependent var -871.2568
Adjusted R-squared 0.650983 S.D. dependent var 30331.89
S.E. of regression 17919.36 Akaike info criterion 22.52445
Sum squared resid 5.46E+09 Schwarz criterion 22.62387
Log likelihood -211.9823 Hannan-Quinn criter. 22.54128
F-statistic 34.57348 Durbin-Watson stat 1.908602
Prob(F-statistic) 0.000018
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Table(3): Augmented Dickey-Fuller Unit Root test of total Islamic finance

Null Hypothesis: D(TIF) has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -5.566286 0.0003
Test critical values: 1% level -3.831511
5% level -3.029970
10% level -2.655194
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(TIF,2)
Method: Least Squares
Date: 12/15/20 Time: 17:37
Sample (adjusted): 2012Q1 2020Q2
Included observations: 29 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
D(TIF(-1)) -1.200412 0.215658 -5.566286 0.0000
C 5802.803 2160.786 2.685506 0.0156
R-squared 0.645712 Mean dependent var 823.0526
Adjusted R-squared 0.624871 S.D. dependent var 13997.99
S.E. of regression 8573.454 Akaike info criterion 21.05003
Sum squared resid 1.25E+09 Schwarz criterion 21.14944
Log likelihood -197.9753 Hannan-Quinn criter. 21.06685
F-statistic 30.98354 Durbin-Watson stat 2.221289
Prob(F-statistic) 0.000034

Table(4):cointegration test
Date: 12/15/20 Time: 18:02
Sample (adjusted): 2012Q1 2020Q2
Included observations: 33 after adjustments

Trend assumption: Linear deterministic trend

\ \o. ),
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Series: GDP GFCF TIF

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.761493 36.66894 29.79707 0.0069
At most 1 0.370568 9.435145 15.49471 0.3267
At most 2 0.033090 0.639348 3.841466 0.4239

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

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

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.761493 27.23379 21.13162 0.0061
At most 1 0.370568 8.795797 14.26460 0.-:35
At most 2 0.033090 0.639348 3.841466 0.-++9

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

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

Unrestricted Cointegrating Coefficients (normalized by b*S11*b=l):

GDP GFCF TIF
-8.27E-06 4.79E-05 5.05E-05
1.08E-05 2.30E-05 0.000136
-6.29E-06 -6.51E-05 4.50E-05

Unrestricted Adjustment Coefficients (alpha):

D(GDP) -15840.01 -5933.555 -4162.559

D(GFCF) -8579.584 4458.047 1972.340

D(TIF) -2435.694 3307.042 -868.3137
ACA
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1 Cointegrating Equation(s): Log likelihood -614.4151

Normalized cointegrating coefficients (standard error in parentheses)

GDP GFCF TIF
1.000000 -5.797060 -6.105558
(¥.48737) (v.95127)
Adjustment coefficients (standard error in parentheses)
D(GDP) 0.130968
(0.0++35)
D(GFCF) 0.070938
(0.0-080)
D(TIF) 0.020139
(0.0++26)
2 Cointegrating Equation(s): Log likelihood -610.0172

Normalized cointegrating coefficients (standard error in parentheses)

GDP GFCF TIF
1.000000 0.000000 -10.86789
(2.31190)

0.000000 1.000000 -¥.821508
(+.44752)

Adjustment coefficients (standard error in parentheses)

D(GDP) 0.067099 -0.895463
(0.09334) (0.36546)

D(GFCF) 0.118924 -0.308874
(0.04790) (0.18756)

D(TIF) 0.055736 -0.040817
(0.02385) (0.09338)

Table(5):Vector Error Correction Estimates
Date: 12/15/20 Time: 18:05
Sample (adjusted): 2012Q4 2020Q2
Included observations: 31 after adjustments

Standard errors in () & t-statistics in [ ]

Cointegrating Eq: CointEql
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GDP(-1) 1.000000
GFCF(-1) -5.742325
(0.61826)
[-9.28786]
TIF(-1) -4.897704
(0.63349)
[-7.73126]
C -3568.130
Error Correction: D(GDP) D(GFCF) D(TIF)
CointEqgl 0.209105 0.097423 0.016799
(0.08021) (0.06532) (0.03098)
[2.60686] [1.49157] [0.54217]
D(GDP(-1)) 0.306410 -0.641350 0.057509
(0.39442) (0.32116) (0.15235)
[0.77687] [-1.99695] [0.37747]
D(GDP(-2)) -0.839652 -0.002966 -0.088329
(0.32330) (0.26326) (0.12488)
[-2.59711] [-0.01127] [-0.70729]
D(GFCF(-1)) 0.518937 -0.287695 0.073066
(0.33189) (0.27025) (0.12820)
[1.56357] [-1.06454] [0.56993]
D(GFCF(-2)) -0.348218 0.208508 0.087072
(0.31736) (0.25842) (0.12259)
[-1.09724] [ 0.80686] [0.71028]
D(TIF(-1)) 0.896483 0.450226 -0.555573
(0.94397) (0.76865) (0.36463)
[0.94970] [0.58573] [-1.52366]
D(TIF(-2)) -1.722701 1.107930 -0.525039
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(1.03176) (0.84014) (0.39854)

[-1.66967] [1.31874] [-1.31739]

C 80875.68 22519.00 10788.16

(24099.2) (19623.5) (9308.94)

[ 3.35595] [1.14755] [ 1.15890]

R-squared 0.922898 0.520159 0.497980

Adj. R-squared 0.868927 0.184270 0.146566

Sum sq. resids 4.40E+09 2.92E+09 6.56E+08

S.E. equation 20974.81 17079.34 8102.058

F-statistic 17.09987 1.548604 1.417074

Log likelihood -199.3702 -195.6721 -182.2485

Akaike AIC 23.04113 22.63023 21.13873

Schwarz SC 23.43685 23.02595 21.53445

Mean dependent 59194.35 -3253.463 5097.833

S.D. dependent 57935.14 18910.28 8770.216
Determinant resid covariance (dof adj.) 9.62E+23
Determinant resid covariance 1.65E+23
Log likelihood -557.7637
Akaike information criterion 64.97375
Schwarz criterion 66.30930

Table(6): Vector Autoregression Estimates
Date: 12/15/20 Time: 17:38

Sample (adjusted): 2012Q1 2020Q1
Included observations: 33 after adjustments

Standard errors in () & t-statistics in [ ]

GDP GFCF TIF

GDP(-1) -0.018864 0.312811 -0.123700
(0.75297) (0.82820) (0.44135)
[-0.02505] [0.37770] [-0.28027]

GDP(-2) 0.013129 -0.004783 0.086120
(0.74097) (0.81500) (0.43432)
[0.01772] [-0.00587] [0.19829]
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GDP(-3) 0.291332 0.312619 -0.035704
(0.50607) (0.55663) (0.29663)

[0.57568] [0.56163] [-0.12037]

GDP(-4) 1.324732 -0.725517 0.227539
(0.70325) (0.77352) (0.41221)

[1.88372] [-0.93795] [ 0.55200]

GFCF(-1) -2.270086 0.942314 -0.210908
(0.92897) (1.02179) (0.54451)

[-2.44366] [0.92222] [-0.38733]

GFCF(-2) -1.480203 0.785309 -0.170518
(0.63327) (0.69654) (0.37119)

[-2.33739] [1.12744] [-0.45938]

GFCF(-3) -0.014035 0.000465 -0.016783
(0.43027) (0.47326) (0.25220)

[-0.03262] [ 0.00098] [-0.06654]

GFCF(-4) -0.223491 0.107288 0.136434
(0.38563) (0.42416) (0.22604)

[-0.57955] [0.25294] [ 0.60359]

TIF(-1) 0.427593 -0.480108 0.021952
(0.76799) (0.84472) (0.45016)

[ 0.55677] [-0.56836] [ 0.04876]

TIF(-2) -2.026818 0.183067 0.079511
(0.90392) (0.99423) (0.52983)

[-2.24225] [0.18413] [ 0.15007]

TIF(-3) -0.384171 -0.082338 -0.287295
(1.66791) (1.83456) (0.97764)

[-0.23033] [-0.04488] [-0.29386]

TIF(-4) 0.285575 -0.187826 0.361419
(1.21713) (1.33874) (0.71342)

[ 0.23463] [-0.14030] [ 0.50660]

AW-X-)

N——————
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C 163747.3 6869.716 18076.31
(95759.4) (105327.) (56129.2)
[1.70999] [0.06522] [ 0.32205]
R-squared 0.999338 0.917007 0.956958
Adj. R-squared 0.997353 0.668029 0.827831
Sum sq. resids 1.12E+09 1.36E+09 3.85E+08
S.E. equation 16744.37 18417.33 9814.677
F-statistic 503.3645 3.683087 7.410983
Log likelihood -177.1620 -178.7809 -168.0809
Akaike AIC 22.37201 22.56246 21.30364
Schwarz SC 23.00917 23.19963 21.94080
Mean dependent 698373.3 31935.22 88581.96
S.D. dependent 325450.2 31965.16 23653.65
Determinant resid covariance (dof adj.) 1.09E+24
Determinant resid covariance 1.42E+22
Log likelihood -505.9454
Akaike information criterion 64.11122
Schwarz criterion 66.02271

Table(7):variance decomposition of GDP,GFCF and TIF
Variance decomposition of GDP

Period S.E. GDP GFCF TIF
1 16744.37 100.0000 0.000000 0.000000
2 44835.27 89.19402 9.936079 0.869898
3 72533.08 83.17168 14.90460 1.923722
4 89402.76 82.77369 15.38730 1.839016
5 108691.2 79.52130 14.22719 6.251511
6 132681.2 74.73557 13.28052 11.98392
7 157098.8 73.91808 13.85708 12.22485
8 179232.8 71.92509 13.69910 14.37582
9 201927.7 68.94204 13.00379 18.05416
10 227155.4 65.78603 12.21691 21.99705
Variance

decomposition
of GFCF

o
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Period SE. GDP GFCF TIF
1 18417.33 87.99361 12.00639 0.000000
2 22681.28 81.66756 14.04706 4.285377
3 26844.39 80.45249 16.20484 3.342672
4 28577.74 70.99785 15.49712 13.50503
5 29780.44 65.85759 1458221 19.56020
6 34009.17 51.84645 11.74603 36.40752
7 34056.67 51.78443 11.80488 36.41069
8 34499.92 52.12977 11.70673 36.16350
9 34796.70 52.45798 11.94504 35.59698
10 35713.47 51.07187 12.25865 36.66948

Variance Decomposition of TIF:
Period S.E. GDP GFCF TIF

1 9814.677 0.000654 0.712030 99.28732
2 10030.34 2.456525 2.434040 95.10943
3 10303.81 5.857360 2.530575 91.61206
4 10463.38 7.667697 3.466318 88.86598
5 11269.05 7.005146 3.303105 89.69175
6 11839.61 13.00070  4.560193 82.43910
7 12720.59 22.80415 5.493712 71.70214
8 14050.22 33.88828 7.013453 59.09827
9 15997.29 43.18469 7.711337 49.10398
10 18510.67 51.37081 9.477258 39.15193




