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The Abstract

In the case of countries where the banking sector dominates
the financial system, credit is one of the most important
factors in analyzing business cycles. Bank credit can be one
of the factors causing a sharp contraction in production and
employment  through credit squeeze. Therefore,
understanding the role of credit flows in the economy is one
of the basic requirements for designing monetary policies as
well as macroprudential policies. Past crises have shown that
recessions have been accompanied by disruptions in the
financial sector. Before the global financial crisis of 2007-
2009, little attention was given to macroeconomic and

financial interdependence.

This study examined the relationship between Bank Credit
and Business Cycles in Egypt by trying to find whether the
banking sector, through lending activities, affects the real
sector, the real sector affects the banking sector, or both
affect each other. Although the results of the study indicated
the existence of a relationship between bank credit and
business Cycles, the researcher used the econometric
methodology to corroborate the results of the inductive study
by empirically investigating the causal relationship between

Bank Credit and the cycles occurring in real economic activity.

To examine the econometric relationship between Bank
Credit and Business Cycles, quarterly time series data were
used during the period between 2002/2003 and 2019/2020.
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The estimation process began by examining the stationarity
of time series by applying unit root tests. Second, This study
investigated the dynamic interactions between variables using
the concept of Granger causation after testing the
cointegration using Johansen's techniques to discover
whether or Non- there is a long-run relationship between

Business and Bank Credit cycles.

The study concluded that there is a two-way causal
relationship between fluctuations in the volume of Bank Credit
granted and the occurrence of Business Cycles in the Arab
Republic of Egypt. Therefore, the study recommended the
need to carefully analyze credit cycles when trying to achieve
stability in the Egyptian economy, as they exercise an
important influence on Business cycles, and vice versa. when
building macro policies, this mutual influence should Non- be

neglected.

Keywords: Business Cycles, Credit Cycles, Financial
Development, Economic  Growth, Financial Cirisis,
Macroprudential Policies, Basel Ill, Bank Lending, Bank

Crises, Broad Money Supply.
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