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Abstract

The current study aims to measure and analyze the impact of both
monetary and fiscal policies on financial deficits, as well as to evaluate the
economic, financial, and monetary variables in the selected countries. It seeks
to understand the nature and causes of financial deficits and how to address
them during the period from 1990 to 2022 in several chosen countries,
specifically Irag, Jordan, Algeria, and Egypt. Annual data has been utilized for
the analysis.

Due to the differing economic policies of the selected countries, there is
a varied impact of the economic variables considered in the study on budget
deficits. The study focuses on measuring the effects of explanatory variables,
including government spending, inflation, nominal interest rates, broad money
supply, and public debt, on the dependent variable, which is the budget deficit
or surplus.

To achieve accurate results, the study employs the Autoregressive
Distributed Lag (ARDL) model. The findings reveal several key results, the
most significant of which is that monetary policy is one of the most important
economic policies contributing to the achievement of macroeconomic
objectives. It is essential to note that monetary policy cannot operate in isolation
from other policies, thus highlighting the interrelationships between monetary
and fiscal policies. The study indicates that monetary policy in Egypt and
Jordan has a direct impact on the public budget deficit due to high government
debt and elevated interest rates.

Therefore, the countries included in the study sample should strive for
integration between monetary and fiscal policies to ensure macroeconomic
stability and reduce the public budget deficit.
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