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Abstract

Exporters and importers face problems when fluctuations of exchange rates increase,
If the differences of the official exchange rate and the black market are found, it will
show that there are inconvenient environment of economic policies of the state. This
is why this study used analytical method to clarify the impact of the differences of
exchange rates of Egyptian pound on Egyptian economy. This study concluded that
the value of Egyptian pound is overvalued, and there is also a negative impact on
trade balance and economic growth. There is a positive effect on the Egyptian Stock
Exchange, the result of the removal of restrictions on dollar and withdrawals of
deposits, especially with the devaluation of Egyptian pound in March 2016, but it
witnessed fluctuations between highs and lows in Egyptian Stock Exchange index, as
a result of the obvious price differences, and the fact that the value of Egyptian pound
has been overvalued against the US dollar. Similarly, foreign direct investment flows
have been affected by this decision. The study concluded that the monetary authority
need to adopt Managed Floating Policy for the currency, along with necessary
procedures to increase the international reserves of foreign currencies, in addition to
providing an attractive environment for investment, besides rationalization of
Government spending.
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