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s syl ol W) 5o delusiul o3 g1 bzl bl w8l oL ol =e .CPI ellgrudl
Olulydl o wusll § Jloe¥l 8y9u) pulideS Gdisdl Jla ¥l okl a3l plascl o3 adls ! G g

B uit) Losdl (35 Byl s 0 Iy AT JlozY) Jork o] Lo plassial ¢3!
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L 38 )



2020 553 — EIWI sl - (57) aloek] - ©dyloY) polal) &y yuiSud) dmal dlone

695-:-«-’1 dulydg (Harada & Kageyama, 2011) LolxSs Islslo dulydy (Altman, 1983) oledl] dulyaS
.(Inekwe, et al., 2019) 2019 ple 4Majg

dosdlualf doloayl wullwyl 3-6
dJold) 8=l dwlya) Vector Autoregressive (VAR) Model J13J1 jlusul) doie 396 iubgs o3

(Brooks, el golebly dulod] dwlyll 3 (VAR) 35 (e )] 559 .dwlyldl & ito oo
2008)

(2) Dslse
Dt = P10 + B11De1 + ... + B1kDek + 011RGDPe1 + ... + 0tikRGDPe-k + it

(3) dolxe
RGDPt = P20 + B21RGDPt1 + .... + B2kRGDPrk + c21De-1+ ... + 02kDek + uze

Uy 9 Uy e L) dlud) duayl] 85811 t-1 9 ALl dn3l] 87401 t 5 Lags sblal OIS sus K isSs
Saey (gl ysll) 3341 G (D) JWI A=) 550 Ol (2) Dslell juuds oSgs  Uslss US lasd) s
$slus I8 sus) (RGDP) (o] ozl okl gl yied diplud] ouillyg (8Uaskl) diylud) dosty
sy dedsetus SV olabl Ol6 4 Lags 5bLs Ol =l Ste dog 1318 Aol ] sbolall Ol sus
S plosl dsyyly B ding gels daag ple i Gadodl ozl Jordl gl JWI f=dl 50 08 136
t o3l & el JlozYl bl @l s @l Laysaed (3) dolell Wl (t ge3ll §) OV axad

K 0308 3bL3 O18 susd JW sl d3hs & L) 08l 035 Hlasl Gslhally (RGDPY)

bl &3=89 Impulse Response Functions Olacl) bl Jlgs 991.«!' plasawl o3 adly
Lasll e ggim zdgedl 1 oY {(VAR)z394 g3l5 yudd § duslusl] Variance Decomposition
e Jgasd!l umd .(Neusser, 2016) dzo ddos dodli yudi Jzou 93 Les Bladl Olyeall ;e
s> oo IS e Jgasdl oo LiSe galindl O EViews galiy plasiol (VAR) g3sé Oloysu
e LSyl Sloall 56 Oladl Lol Jlgs Oslal gug . olad] o8 gl Sladl) Do)
Causal ) Jiiodl o Jlol ode 32439 dldtue dita) OIS Busd duhyll dowe Silyial
Colul L Qe IS § e yusdl g9 (VAR Process 31l lusuY) dxie dudes) Representation
ligd JWbs . ddSa)l Olonall os deslll Glolall el JSUI 3l Tas (ol pueid Galad] 85525
dazsg Ayl Jowe Ol psezel) LSU) LA § Ol psrl) aoT & Shock dedall daslus purds gl
0569 «Slagl) Ll Jlgs Gslul § Ul 50 LS (VAR)g3said el Jitadl] e sl s

.(Neusser, 2016) dlo JSs & of Jsiz U § Lo dodls oo ]

Losng Lubl (g piia e iie S dilzvial Ol «Olanl) Lleead) skl Bl g Jlndl ol &5
oo IS @ amly Gilme Blisl layud dizge deval Sidsd! Jlal ol gy JW f=dl jS5e
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98 LS Ui JSb @ 4odls Slab] eiead golal) d55e5 Qobul Lol dliditus OIS sl oyl gads
Jloz¥ okl gy JWI sl 850 g JS & Uil duud Ol eiew s ikl Slobyull @ls

Hadiditue OIS ) (sl (il e IS § Oledall Aol
L) 5] plasaly duhll S 368 (e 3aoll oS¢ 4 (VAR) gdsé plasul e sodles
EViews zsly @ zlhl Granger Causality/Block Exogeneity Wald Tests Wog jlasly yolyed
dow B D929 (o sl lie (3dxyg .(Granger, 1969) 1969 ple ducudl Hlas) ,o0l,e 008 il
Olpll ol Ly st I Sloslabl OF isy 18 desw 8Ye Gy 13] 5 58 jiall Olysill sl o
Wy Hlas) Lol 3l clas] g y0 Jawsio e dlexsVU L5V el doudy $ul pubaiad dblud! dads
Ll O Cug (Neusser, 2016) gl yierk) o dlitad) Slyseield JSUI 31 dygize usdid Wald
Wog sl @5LSy semhed dacd! slasl @l OB @dsé JSO doly Jhiwe piie o Joids dJldl

EILLLN 348 (po Gonillg Awl yulf @il ilias ¥l gl -7

dovsiud) dilas ¥l Clll uds gl Bocte dubyall Oyl Glasyl Caosll Ol el 1in Tag
1 oS Sl 858 (e 3ol daSy ol §

Flaayl duagll 1-7

UL (GDP) Jba¥l Sl g5Wls (D) JW sl sa5e dhs, bl dudosl Olilasyl (1) Jgae o
(RGDP) ol Jloz¥l dockl gllls (s pae dizr

dulyd)) Py dhagye dbog Olilas] :1 Jguo

RGDP GDP D
3.087651 388.7132 0.122685 Jawgll
2.985054 301.5500 0.043160 Jouwgll
4.555539 1123.600 4.599532 dad 6931
1.933213 92.50000 0.000000 dosd Q;T
0.718383 281.0157 0.552423 k_le.‘:"Ll BlyoaNl
0.089198 0.996076 7.999532 slott¥
1.847604 3.153009 65.33811 Elalé.‘m

Jl=dl L“,l.w.Ll s (D) QLLI A=) &5k Unit Root Tests 8usg)l ydo Olylas] o35 (2) Jgdo s
Augmented j3=bl Jed- S0 rlas) plasiwl ysie JSI Level gkl e (RGDP) adil
ey L“,A..\sz” w2l § Ostis Ol Phillips-Perron (PP) g9y wwlids Dickey-Fuller (ADF)
30 dldes o 529553 plasYl Gubanyg duey)l dladed] il pasg Susgll yie S9zsy galy
Dygimn S5in 1o SN ISy Sl Sl 529y sy s Gadal] ol a8y 65 (JUbl St

0158 10 Lo EViews 7 gualing gl 83205 Slatl) Dot Jlss gsled Llitd) Slial) sas) 4515891 dagdl] !
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2ih %1 dsine Gotus die adsll (2,801 a8y 03 LS . JWbl el B30 Ak Hlyhtul i Lg %61
okl @l ke Al s Ny PP las] dous (e dloaeVb Ghdisd! Jlodl okl a3l
bl gl (VAR) 2356 lociwl gdo (0 Gy Ghod) ptews LYl iyl 659 u_QM| Q@}ﬂ

.)b.ﬁ.’i.w}”

Lulyo) @ik Basll yde Shlas) 2 Jsue

PP ADF
-8.324 (0.000) -8.315 (0.000) D
-5.675 (0.000) -2.926 (0.162) RGDP

Augmented Dickey-Fuller (ADF) )lus] plasiuwl dusgll His Ohlas! B8 Jedadl (o
Jladl bl by JUWI fsd) 83k dgiw g1y Oblo dludw e SloxeYL Phillips-Perron (PP)g
03 Jsazdl 5ala5 2018 ple il @l i 2002 ple JoI g1 o 8581 diw =25 68 =Blsy Aol
oleslly Colll e Joid) Chuogdly dulydl gasih (P. Values dualidl SYbi=Ylg) t Slilas]

h

o y ) 5 2-7
Gl Carogill Jogl) dedsuiud) Lags sbladl Ol dus wdod ow (VAR)z394 sl o i
ColS 13 sbls Gige &)T plasiwl (Harada & Kageyama, 2011) LSy Iohle go55 .zdgeil
ol 3bls Oli8 gl plasal dewlio o ST dims plee Gubas Con 0SU5 - dgiu @2y SLL)
skl ode 08 Cuaiassl LSy . 5blall OIS sus slasY deasiud! solebl 148 SCAIC ¢ kss ds
&5 le B Guas ol BLAYL goslshl (oie Gubs @5l (3) Jsaz poyms .Jadl OIS LS
bkl 3usll 5o 4 Lags bl G158zl Hlasl 08 Jsazdl oo pdls 52 LSy .HQ (FPE (LR 09

Eaoedly 5bLS Ol gyl puseiace ) doasiud) ulebl JSU G5

$bLal) Ol56 sus Hlas) e il :3 Jsder

VAR Lag Order Selection Criteria
Endogenous variables: D RGDP

Exogenous variables: C
Sample: 2002Q1 2018Q4

Included observations: 64

Lag LR FPE AIC SC HQ
0 NA 0.151821 3.790697 3.858162 3.817275
1 107.5816 0.029494 2.152064 2.354460 2.231798
2 3.538665 0.031492 2.217087 2.554413 2.349977
3 30.24179 0.021016 1.811529 2.283785 1.997575
4 45.26624* 0.010478* 1.113507* 1.720693* 1.352708*

* indicates lag order selected by the criterion
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LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
sl e Basll oz dels e slzedl U85 .(VAR) g3s4é sl e 3bl3 OI56 gl pluseulys
Wl pled pae 5 Autocorrelation Uzl s9usd G by dSie o Sl
GI bV dlSlie (o Ceondl ol (3 wdls ) anall b i) gdged] slicwl o9 Heteroskedasticity
¢% b Cuo ‘Autocorrelation LM Test JIU) b3y gol,¥ caclae Hlas) plaswl Uasdl s9usd
White Culy slas) Cibgs o3 LS .1 bLsyY) il s923 pasy 2l @l edsl] oyl (a3
xis gl Cross Terms dsblitl s5usdl 3529 wis slgw asd] s5us i (uilos phe Ao Hlasy

sl 5900 0l Slowy ey $ W) oasd] (2,31 ad) pusd Josill 039 Ladszrg pus

shel @3 &l V] (adod) Jlozl Jodl gy JWI el a5e ilake shatal oo aSTI oo 08,)s
Sl Hsde sz e dlexeVlb Judldl 5lyanal b i) (VAR) 394 elictul (o 3aoall ,5T7 Hlas
Joloo dagd w55 YT oy Juadlaadl Syl b i) $5tun g3gaidl 0550 (29 AR Roots Table (Il
0 JS O iy (4) sazy yiz US Jelee @) Jladls pusall uolgll s Root 5z JS Modulus

bl 13y gdsaidl slacul iz L pusall dolgll e JBT Cblolel

Sl gl il o 20 gr39ad] eligial o 3ol 5Lz 14 Jouer

Roots of Characteristic Polynomial
Endogenous variables: D RGDP

Exogenous variables: C

Lag specification: 1 4

Root Modulus
0.990371 0.990371
0.062048 - 0.979756i 0.981719
0.062048 + 0.979756i 0.981719
-0.829155 0.829155
0.359011 - 0.404493i 0.540836
0.359011 + 0.404493i 0.540836
-0.359815 - 0.332899i 0.490193
-0.359815 + 0.332899i 0.490193

No root lies outside the unit circle.

VAR satisfies the stability condition.
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VAR I} jlucsY doxia gdgé il :5 Jgue

Vector Autoregression Estimates
Sample (adjusted): 2003Q1 2018Q4
Included observations: 64 after adjustments
Standard errors in () & t-statistics in [ ]
D RGDP
DO01(-1) -0.005006 -0.073475
(0.13606) (0.03964)
[-0.03679] [-1.85363*]
DO01(-2) 0.006532 -0.083726
(0.13440) (0.03916)
[ 0.04860] [-2.13829*%]
D01(-3) -0.064802 -0.100458
(0.14139) (0.04119)
[-0.45833] [-2.43890%*]
DO01(-4) -0.090122 -0.078430
(0.13242) (0.03858)
[-0.68056] [-2.03299*%]
RGDP(-1) 0.445180 0.288709
(0.33056) (0.09630)
[ 1.34673] [ 2.99791%*]
RGDP(-2) -0.517953 -0.153499
(0.36743) (0.10704)
[-1.40966] [-1.43399]
RGDP(-3) 0.057194 0.086510
(0.37881) (0.11036)
[ 0.15098] [ 0.78389]
RGDP(-4) 0.215735 0.804973
(0.36368) (0.10595)
[ 0.59320] [ 7.59763%*]
C -0.464521 0.072896
(0.35171) (0.10246)
[-1.32076] [ 0.71144]
R-squared 0.117466 0.948309
Adj. R-squared -0.010902 0.940790
F-statistic 0.915072 126.1271
Akaike AIC 1.849960 -0.616638
Schwarz SC 2.153553 -0.313045
Log likelihood -17.63221
Akaike information criterion 1.113507
Schwarz criterion 1.720693
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(5) Jsaz e 50 LS 3bls ©Ii8 z)l e slexeVly (VAR) 354 55 g2ye 05 Gow Lo o sliog
@l bl JUWI sl 530 b Jig sl (RD) UsY) gdsatl) wyasl] dalze O (5) iz (e guditss
Sl fa5e § ) (e %12 Gy s Jo gr3sailly Al Olysll O sy 1ig 0.11746 2l
bl @l g @il QU gdsaidl Ll pdgaidl digine pas (e JW5 93 dadsis dud 509 (JU
Ol iy 139 0.948309 2lg 555 ST & wasall Jalzed @l szl 48 (RGDP)aded! Szl
LI JoYI z35adlls Flast ddlas] gy (RGDP)G sl (o %95 3,83 puad dliitacd) o5 yiete
Lol .(1.54316 ddguzdl daidll) %10 Dgime Ssius s Lo Sgime s gdsadl lia ol 0.915072
{(1.98181 ddgucdl dasdll) %1 dysime Gotun Lis Goimad 126.1271 F dosd ad 2l3 gl QW1 gdgad

58 sy dygine yd Bho o it pitte JS Dgime (8 U1 t Olilas] S O oYl zdsadll s
Jloz¥l ol @Sl il ggime 3T S92-91 gy @I Comedd JsYI (2,801 428)) s S Josil 3
(RGDP) bzl Jbz¥l Jobl gl 5l (G gdsaidl § Ll .0lS,adl JUI f=dl e Saude]
wies 3bls Oli8 @)Vs CMs 38 %5 Lgime Gstms Wie D YU f=dl i3 Gkw Goine 153G
dalyl) GUI (2,801 doo W5y Guue dJW dogill 03 488 g Busly 3bLs 84 %10 dygize Ggius
3 e 8dle . GRaded] Jlo ¥l ekl a5l e Ol JWI sl G sgime 3T 392791 (gads 53]
3bLs O18 m9)Ys usly 574) ALl desdy %1 digine Gyt dis uzse Soima JSiy (RGDP) Sl
Impulse Response Olacl dlecwd! dls Qsl.wb Dl pitew 29,8l Slylas] dowd 2SSt
Oladl dlewy) Jlgs (1) JSidl yo,=s9 VarianceDecomposition (led! &53=9 Function(IRF)
Solime Blyol Loyud dizga doda) diliditue OIf8 ,dim) JUI A=l d5e dlocud (A) JSBI) peios
VI 83801 e JUWI A=) 350 dad § Slo (2lass] Sgzg JSd) (e puayg .U Sl S5 § sy
Llowd s (D) JSl bl 380l 3531 Lim 4ol 3531 oo ddle degd)) Clbg dold] 354l
zols 98 LSy .(RGDP)§ uoly $skme Blyool Loyl dizge dodua) diliditun Ol5é i) (RGDP)

zsbl sl § @S o)l el 5SUg (RGDP)ed § s urgy 4518
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Response to Cholesky One S.D. Innovations

(A) Response of D01 to D01 (B Response of D01 to RGDP
.6 6
.5 54
4 4
34 34
24 24
14 14
.0 — 0
-1 : : : : : : : -1 : : : : : : : : :
1 2 3 4 5 6 7 8 10 1 2 3 4 5 6 7 8 9 10
Response of RGDP to D01 Response of RGDP to RGDP
16 (C) . (D)
124 124
.08 4 .08 4
.04 | .04 4
.00 .00 ——
-.04 4 -.04
-.08 J\/\/ -.08 4
-12 : : : : : : : -12 : : : : : : : : :

Slagl Dlowadl Jlgs 11 JS3

SIS Auhl (psyhs Lgb i)Y ddlodl duball Loghlod Con (S gl (C) «(B) o¥Sa)l usys
022 § dizsn 43 4ul & (RGDP)G dzshl davall JWI sl 530 dileial O ity (B) JSal)
Sl a5 s (RGDP)G sl 5l suse Jaadd ol 55 ¥ elli) .g,5T Oilié § ddluy Oolzall
Ol JS & (RGDP) s ek 3T L) JUI i) 50 & dimsbl dodall O g (C) ISl LT . JWI
JsY 428y uST isy Le L(RGDP) e JUWI sl 50 & syl oSl 31 0S5y oy bl

Ly QW (2,401 Jsdg dulyall

Uied . Joshlly paill oVl & dild] OBl puds (S ulad] B30 slasl gls (6) Jgde g
s32d) oo ity LSS . Jashll 2l ge usal) (10) 858y padll JoVI s yusil) (3) 35801 Hlas) o
550 & () OUEYI (e %97.43 o dgdane JUWI Sl 50 § dodall OB Jodzdl oo gslsll
530 & OUEl 50 %2.57 s dgus (RGDP)G daually (Own Shock &3 deall) JUI stz
O %9381 (s dgsuns JUI Sl Si5e & dodall OB doshll J=2VI 35 . padll J2YI G JWI i)

JU sl S50 & SLEdl e %6.19 o dgguns (RGDP)G dowally (JUI szl fi50 § OLla
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& 858 wal ,3lly (fashlly suadll ol & 58 JWI =l 530 43131 desall ;86 OF i liag
Loyl JlasYl 8)9) GolideS pusiiud) (RGDP) adiod! ozl ekl gld] Silavo (58U . yuadl] J=YI
) lll Jg¥I (o541 a8y US5y ey (JU) Sl 5e § Ol e bshlly yadll ploVl § Cams
dulys doegs 2o doatll 0l Fauy Ol JW sl o JlosVI 8)5) sgima 3T 39279 pus sy Le

.(Fernandez-Géamez, et al., 2019) d5Ma)9 jualo- 30008

ol B35 )z gl 16 U

Variance Decomposition of D:
Period S.E. D RGDP
1 0.571890 100.0000 0.000000
2 0.576811 98.53322 1.466780
3 0.580118 97.42753 2.572469
4 0.581513 97.31054 2.689461
5 0.586723 96.88724 3.112757
6 0.590780 95.72352 4.276477
7 0.591798 95.42928 4.570721
8 0.592898 95.07542 4.924576
9 0.593926 94.86867 5.131327
10 0.597855 93.80892 6.191085
Variance Decomposition of RGDP:
Period S.E. D RGDP
1 0.166609 11.29166 88.70834
2 0.182198 19.63982 80.36018
3 0.190729 2595147 74.04853
4 0.202206 34.11789 65.88211
5 0.262151 35.23365 64.76635
6 0.278849 35.95442 64.04558
7 0.282196 37.23551 62.76449
8 0.287578 39.47542 60.52458
9 0.320116 39.69882 60.30118
10 0.339189 39.38276 60.61724

Uggans JUI il 50 & dodall O padll JoVI § 4T iy «(6) Jgde oo Jdudl sl Jladlls
(RGDP)§ GLladl (o %74.05 s dgsane (RGDP)S dodally (RGDP) OLAad! e %25.95 (e
OLLEI) oo %39.38 (s dgane JUI siwtll 550 § dadall Ol dyshll JoVI § Ll (4314) dewkall)
Sleduo O i liey LI 0de (e 960.62 (e dgus (RGDP)G 4314I dosally (RGDP)G
45141 desall x3B9 (RGDP)G Gllad! e dyshlly yadll ooVl § 6581 Loyl JUI sl 530

Joshll J2YI § dols Casd]

46

—
| —



2020 553 — EIWI sl - (57) aloek] - ©dyloY) polal) &y yuiSud) dmal dlone

SWI 2,8l Jsd cuzy Ll &2y Ol Ll Jlss gsluly (VAR) 3sé gl e el
0dn Bucdy .Audsd) Jloz¥l Joxbl sl e OS2 JW isl) o 3T Sszgy sy g3l dulyall
(Inekwe, et al,, 2019) 2019 pls ddojy sSul dulyd dols (luhyall (o Wl g5l go dexctd
Ayl IV 5,401 (28 5 98 &l Cumrg Cummd] § paseianl] JosYl 8y93 (uliin (uds Condeial )
038y i 1y (Sl U mdls JlesYl 8)95 oy dJolS digine d8e d92s) Jogdl oy b ils

LYl 8L3s U Joeell BU3 zdsed Lus s dnidl ol G . dulyul) I o,

T Bgd yo dadl 3-7

Granger Wgg Hlasly ,oulhad dawudl Hlas) plasiul duhill B85 868 (o Gl iew
Ohlas @l WSt oS gulasdl (de elusawlé Causality/Block Exogeneity Wald Tests
oo @l skl e z3sadll Jitus st IS 136 disine (o 3ol Logalaseinl (S Cuo 109,41
skl e dlizad) Olysl) muas 531 AISU) dysisll oo Gasll e Sde (ool ducad ] Hlast JNs
dulyll slgiod Alois ()l @55 O (7) Jgaer e uiains Wald Test Wog slas| I o0 gl
2356 UG asly Jitus psie o

Soiun Jis W) g3gadl dygizeg (P Value= 0.1205) Js¥I gdgaill dysins pus (7) Jgde oo pudisg
ooy JlosVI 8590 JUI sl (o e dipaad) @] O iy g (P Value= 0.0026) %1 ygiso
Folas pluscal ] dosdl Gl del) wST lie 35 . puSsl!

Wy Hlasly yeoled dupudl Hlus gdls 17 Jgue

VAR Granger Causality/Block Exogeneity Wald Tests
Sample: 2002Q1 2018Q4

Included observations: 64

Dependent variable: D

Excluded Chi-sq df Prob.

RGDP 7.306870 4 0.1205

All 7.306870 4 0.1205
Dependent variable: RGDP

Excluded Chi-sq df Prob.

D 16.29785 4 0.0026

All 16.29785 4 0.0026

Cilio gillg Al -8
JUI sl ezl e JWhs «laakl Jlosl diy e zlsr9 SluS (o JlosW 8y50 1355 O 8gzbl (e
oo 0l eg JlesYl 8)50 Silyd WB a5e &1 e Slacll Jad) Jlay 4T LS .Sl o8yl
JUI i) 5T Gy 1 Slalyadl OF Y] (JUI isal) doladll Slsasdl (e 8asell Syl 8505
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e JolSIL lgidas @3 dulys JsT o dulyl ol Ol Caldl ole am Jeg 8505 55T JlesYl 8395 e
JlosYI 85959 OIS,ad) JUI Simall o ddoladl @Y= HLasY dulyall Bugy . man o9 duys g

Lulyadl OI8 y 858 JSI QU ] (ol (039 . o] Jaz ¥l oed] g8l JlasY1 8595 ol o5 witly
plasal g Coldl 55 b (JU tmtl) d3e elishy Udg (JUS yeraS dilolma o Yy patus (olie
Vector Autoregressive Model Il jlasoY] doxio 2356 g9 Cioxd) Glual Gaow) Cwlio Wglul
Ay oldl Byey Olacll Doyl dlgs Jis 4 daSs Cllol plusaul s S9de lin (VAR)
doxel adly 2018 ple by i 2002 ple Ll (o Ol dodes due) dlude e dulydd) Sl

ol disd i e e Jgasd) Dl SBL) o0 Yo g 2y Sl e Eo L)

oeds sVl 8900 JUI Sl e e JlosYl 83909 JUI il o @M=l O ] duhll Closss
olidaS o) QoY bl gl e JUWI sieil) GuSis gsine 535 S52) Jogil] 03 Euo . Sl
Slas gl e slezsVly deeadl 0de 4ST o3 wdly . dulyall GBI (2,801 a5 o3 U (losYl 859
3Ly JWI Josll BL3 2356 UM (o doxadl 0do el 59 szl duscadd] 5lazly Wald s
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Abstract

The purpose of this research is to examine the bidirectional relationship
between companies' financial distress and the business cycle in the
Egyptian market, especially with the scarcity of research in this area. Based
on a quarterly time series extended from the first quarter in 2002 to the
fourth quarter in 2018, the researcher constructed an index of financial
distress and used real GDP as a measure of the business cycle. The
researcher employed a vector autoregressive (VAR) model, in addition to
the impulse response function and variance decomposition methods to test
the research hypotheses. The study reached a significant negative effect of
financial distress on the business cycle, but it didn't support the effect in the
opposite direction from the business cycle to financial distress. Le., the
study didn't support the bidirectional relationship between companies'
financial distress and the business cycle in the Egyptian market. Granger
causality and Wald tests confirmed this finding. Many parties can benefit
from this finding to anticipate and prepare for business cycle fluctuations.
The study recommended several future researches in that field.

Keywords: Financial distress, The Business Cycle, VAR Model, The Egyptian
Market.
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