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Abstract

This study aims to discuss a crucial topic in the realm of monetary
theory, namely capital flows and their implications for the real exchange rate
under the policy of monetary sterilization in four selected developing
countries: Brazil, Iraq, Egypt, and Algeria.

The research is based on the hypothesis that the adoption of
sterilization interventions by central banks in these countries enhances the
stability of the real exchange rate and prevents capital flows from
exacerbating excessive fluctuations in the real exchange rate during the study
period.

The researcher employed the ARDL approach to estimate the standard
model relevant to the research, which aligned with the data characteristics.
The analysis covered the period from 2004 to 2021, with data collected from
statistics provided by the World Bank and the central banks of the respective
countries.

The researcher reached several conclusions, the most significant of
which is that the use of partial monetary sterilization and the selective
implementation of this policy have somewhat mitigated fluctuations in the
real exchange rate in some of these countries.

Furthermore, the researcher recommends supporting and enhancing
comprehensive  monetary sterilization policies, considering their
effectiveness in alleviating pressures on the real exchange rate in the
presence of capital flows.
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