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Summary
The effect of a change in the interest rate on economic
growth in
Developing countries (a case study of Ethiopia)

The research aimed to try to reveal the impact of the
change in interest rates on the most important economic
indicators during application to the State of Ethiopia as one of

the countries that achieve at the present time to reach better
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economic growth through studying the change in the deposit
interest rate and lending and the interest rate margin, the real
interest rate, inflation , GDP, money supply, domestic credit
provided to the private sector as well as a study of the impact of
the change in the interest rate for deposits and lending on the
most important economic indicators of GDP, money supply,
domestic credit provided to the private sector Rack local
currency against the dollar.

The first part of the research included a presentation on
the concept of monetary policy and its most important tools, in
addition to the concepts of interest rate and its functions and the
most important factors affecting it, and the second part also
included a study of the change in interest rates in Ethiopia during
the period (1995 - 2018), where the results indicated:

* The decrease in the lending and deposit interest rate and the

interest rate margin during the two periods (1995 - 1999),
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2000 - 2004 decreased by 11.4%, 7.4% for the lending
interest rate, and about 7.0%, 3.9% for the deposit interest
rate, and about 4.4%, 3.5% for the margin. The interest rate
then rose to about 7.7% on average for the period (2015 -
2018) of the lending interest rate, and about 4.2% for the
interest rate margin, while | continued to decrease the deposit
interest rate until it reached about 3.5%.

Inflation with the prices paid by consumers and inflation
as a factor in the deflating of the domestic product has tended to
increase with an estimated rate of 0.7%, 1.9% as an average for
the period (1995 - 1999), a huge increase to reach about
14.7%, 13.9% as an average for the period (2000-2004), and
then decreased By a small percentage to reach about 13.6%
and 13.7% on average for the period (2015-2018), respectively.
» By studying the change in GDP, money supply, and domestic

credit provided to the private sector at constant prices of local
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currency (billion Birr) during the period (1995 - 2018), the data
indicated that it was estimated at 368.2, 128, 9.9 billion Birr as
an average for the period (1995-2002) Increased by 70.7%,
90.3%, 98% during the period (2000-2004), and the gross
domestic product continued to increase during the period
(2011-2018) by 120%, 114.1%, and 58%.

The third part of the research is concerned with studying
the effect of the change in the interest rate on the most
important variables of economic growth in Ethiopia, which is
represented in the gross domestic product, money supply, local
credit provided to the private sector and the local currency
exchange rate against the US dollar, where the research
reached an inverse relationship between the change In the
interest rate and the most important economic indicators under
consideration, which are represented in the gross domestic

product, money supply and local credit provided to the private
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sector at current prices of the local currency and the local
currency exchange rate against the US dollar.

The change in the gross domestic product at the current
prices of the local currency is the highest indicator affected by
the change in the interest rate, where the annual change rate
was estimated at about 53% of the average period due to the
change in the price of the lending period, and about 49.2% as a
result of the change in the deposit interest rate.
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