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Introduction.

The world today is witnessing an unprecedented level of economic and
financial interconnectedness. Local markets no longer operate in isolation
from global markets; rather, economic developments in one country can
rapidly impact the rest of the world through frade, investment, and
financial market channels. Within this framework, inflation plays a
pivotal role as one of the most critical economic indicators characterized
by a high capacity for fransmission across countries, particularly in the

context of financial globalization and market liberalization.

The increasing interdependence among economies has given rise fo the
phenomenon of "fransnational inflation,” whereby inflationary pressures
are fransmitted from major economies—such as the United States or the
European Union—to the rest of the world. This directly aftects production
costs, commodity prices, purchasing power, and the profitability of
economic units in other countries. This phenomenon is particularly
evident in emerging markets, which are often more vulnerable fo global
price fluctuations, commodity price volatility, and shitts in global inferest

raftes.

In this context, the profitability of local tirms no longer depends solely on

internal factors such as productivity or financial management, but is also
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influenced by global inflationary dynamics. This adds complexity fo the
economic environment in which these ftirms operate. Here the
Importance of fechnical and time-series econoniic analysis emerges as
essential fools for monitoring and understanding patterns of global price

changes and their implications tor local markets.

Understanding the nature of the relationship between global inflation and
the profitability of local economic unifs not only contributes fo
developing academic insights info macroeconomic dynamics, but also
holds significant practical value for policymakers, investors, and financial
managers seeking fo enhance their performance and insulate their

institutions against fransnational inflationary risks.
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The study Problem:.

First. In Iight of increasing levels of economic and tinancial globalization,
national markets are no longer insulated from global economic
developments. Inflation, as a macroeconomic monetary phenomenon, is
no longer contined fo local frameworks; rather, it is fransmitted through
multiple channels including infernational frade, financial markets, and
global supply chains, thereby directly and indirectly affecting the
economic performance of local firms. This profound shift in the global
economic environment has created new challenges for economic units in
emerging markets, which have become increasingly exposed fo
inflationary pressures of external origin that atfect their profitability and

financial stability.

Second. In this confext, a fundamental problem emerges, namely the
limited theoretical and empirical understanding of how inflation is
fransmitted across borders and its specific impact on the profitability of
local firms. Despite the abundance of studies that have examined the
relationship between inflation and corporate profitability from a
tfraditional domestic perspective, few have addressed this relationship
within a fransnational framework, employing analytical tools capable of
capturing time dynamics (cross-border analysis) and fechnical

fluctuations in global tinancial and economic markets.
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Third: Given that much economic data fends fo be non-stationary and
volatile, the use of technical analysis fools such as Elliott Wave Theory
and Japanese candlesticks may help analyze and inferpret movements in
inflation and profitability more accurately. This can be combined with

time-series econometric models that may provide tuture forecasts.
Therefore, we find if necessary to answer the following question:

Can an infegrated analyfical model be developed fo monifor, analyze, and
inferpref the mechanisms of fransmitting inflafionary pressures from
global markets fo local markets, measure their impact on the profitability
of economic units, and fest the effectiveness of fechnical and time-series
economic analysis tools in predicting this phenomenon and supporfing
financial and managerial decision-making in an environment

characterized by volatility and uncertainty?




The importance of studying:
First. The significance of this study lies in its attempt fo infegrate technical
analysis with time-series economic analysis within an academic research

framework that links two pivotal variables in microeconomics and

finance:

o The inflafion rafe as one of the most prominent macroeconomic

indicaftors.

« The profitability of economic units as a measure of financial

pertormance and operational efficiency of firms.

These variables are offen examined separately or within fraditional
conventional frameworks, without employing modern tools such as
tfechnical analysis instruments, including Japanese candlesticks and
Elliott Wave Theory, or contemporary time-series models such as ARIMA-

GARCH.

What is novel in this study is that it seeks to synthesize two ditferent
analytical approaches (technical and time-series economic analysis) in
analyzing economic and financial variables, which represents a

qualitative addition fo the academic and research field.

Second. In a global economic environment characterized by:




e Rising inflation rates following financial crises and financial

market volatility
o Instability of monetary policies in many countries

Understanding the impact of inflation on corporate proftitability has

become more urgent than ever before.

This study provides an in-depth analytical perspective that helps address

these challenges through:
o Analyzing the causal relationship between the two variables

« Revealing the role of fechnical and time-series fools in forecasting

future performance
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Objectives of the study:

This study aims fo achieve the following objectives:

Analyze the nature of the relationship between global inflation and

the profitability of economic units in emerging markets.

« Explore the channels of cross-border fransmission of inflationary
pressures and their impact on the financial performance of

ECONOmIc Unifs.

o Defermine the extent of variation in the impact of global inflation
across different economic sectors (Jhdusm'gz], service, and ﬁnancja])

within the local market.

o Conduct time-series analysis of inflation rates and profitability
during the study period using technical analysis indicators such as

Moving Averages and Trend Lines.

o FEmploy Candlestick Patterns fo identify potential reversal signals

between inflation and profitability.

o Analyze economic cycles through the use of Ellioff Waves to
understand the nature of cyclical changes and their impact on

financial performance.
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« Apply stationarity tests such as the Augmented Dickey-Fuller (ADF)

test fo verity the characteristics of time series.

o Construct economefric ~models such as VAR (Vector
Auforegression) and ARIMA (Autoregressive Integrated Moving
Average) fo examine the causal effects between inflation and

corporate profitability.

o Utilize Granger Causality ftests to determine the direction of

influence between the two variables.
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Study hypotheses and questions:.

Research Hypotheses

o There is a statistically significant relationship between global
inflation and the profitability of economic units in emerging

markets.

o Technical and time-series economic analysis tools contribute fo
predicting the eftects of cross-border inflation on corporate

profitability.

Based on this main hypothesis, which forms the foundation of the
research, we have the following sub-hypotheses, from which questions

will also emerge that this research will address:

o Rising inflation rates in the American and European economies
lead fo a notable decline in the profitability of local firms in

emerging markets.

o Huctuations in commodity prices (oil, gold) are directly associated

with changes in local proftitability levels.

o The response of local economic sectors' profitability fo global

inflation varies according fo the nature of economic activity.
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o Candlestick patterns provide early signals of the fransmission of

inflationary pressures across markets.

o FElliott Waves help inferpret the temporal cycles of inflation

fransmission and its effects on corporate performance.

o Time-series models (ARIMA - VAR) possess high explanafory
power in analyzing the dynamics of the relationship between

global inflation and local profitability.

Research Questions

Based on the research problem and objectives, this study attempts fo

answer the following questions:

o To what extent does global inflation affect the profitability of

economic units in emerging markets?

o Through which channels are inflationary pressures transmitted

from global markets fo local markets?

« Does the response of ditferent economic sectors fo changes in

global inflation rates vary?

« How eftective is the use of technical analysis fools in anficipating

inflationary shitts across markets?
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o To what degree can time-series models be relied upon fo explain
the relationship between global inflation and local corporate
profitability?

« What is the optimal analytical model for studying the fransmission

of cross-border inflation effects on proftitability?
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Study Approach:.
Temporal Scope: 2019 fo 2024

This period was selected due fo the significant changes it witnessed in

inflation rates both globally and locally.
Spatial Scope: Arab Republic of Egypt
Study Variables

Independent Variable.

Global Inflation

This represents changes in global price levels, particularly inflation in
major economies (such as the Unifed States, the European Union, and
China), or inflation related fo commodity prices (oil, gold, food). It
measures the rate of change in the general price level during a specitic

period.
o Indicator Used:. Consumer Price Index (CFI)

o Measurement Method: Annual or monthly percentage change in

the index
Dependent Variable:
Profitability of Economic Units
Indicafors Used.

o Net Profit Margin (NPM)
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Refurn on Assets (ROA )

Return on Equity (ROE)
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Study plan.
Chapfter One: General Theorefical and Economic Background of Inflation

and Its Transmission Across Markefts

Section One: Theoretical and Conceptual Framework
o The Concept and Types of Inflation
o Causes and Eftects of Inflation
o Global Inflation Spillover

First. The Impact of Cross-Border Inflation on the Local Economy Second:

The Relationship Between Intlation and Corporate Profitability

Section Two: Economic Theories Related fo the Relationship Between

Inflation, Inferest Raftes, and Economic Growth

First.: The Fisher FEffect Second. Demand-Pull Inflation Third. Cost-Push

Inflation

Chapter Two. Technical and Time-Series Framework for Analyzing

Inflation and Economic Unit Profitability
Section One: Technical Analysis Tools

First. Infroduction to Technical Analysis Second: Japanese Candlesticks

and Their Role in Price Movement Forecasting Third. Elliott Waves and
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the Inferpretation of Economic Cycles Fourth. Technical Indicafors

Related fo Inflation Changes
Section Two: Time-Series Analysis Tools

First. Economic Time Series Second: ARIMA and VAR Models Third.
Causality and Cointegration Tests Fourth: Application of These Tools tfo

Analyze the Relationship Between Inflation and Profitability

Chapter Three: Applied Analytical Study on Global Markets and Their

Implications for Emerging Markets
Section One: Applied Study Methodology

First. Study Design Second. Data Sources Third. Analytical Tools Used

Fourth: Population and Sample Fifth. Conceptual Study Model
Section Two: Stafistical Analysis and Relationship Measurement

First: Hypothesis Testing Second: Results Analysis Third. Inferpretation of
the Relationship Between Inflation and Profitability Using Technical and
Time-Series Tools Fourth. The Impact of Global Inflation on Specific

Fmerging Markets
Chapter Four: Findings, Recommendations, and Future Proposals

Section One: Resulfs and Conclusions
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First. Key Findings at the Theoretical and Applied Levels Second. Extent of
Hypothesis Verification Third. Interpretation of FEconomic Phenomena

from Technical and Time-Series Perspectives

Section Two. Recommendations and Proposals

First. Recommendations for Folicymakers and Monetary Folicy
Authorities Second. Recommendations for Corporations and Investors

Third. Proposals for Future Research
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Conclusion.

The study has demonstrated that cross-border inflation represents a
major challenge for developing economies, as it reshapes the business
environment through multiple channels including exchange rafes,

capital flows, and global commodity prices.

However, reliance on economic analysis alone—despite its importance in
explaining macroeconomic phenomena—may be insuftticient fo provide
a comprehensive picture of market and corporate performance amid

these rapid changes.

Here emerges the importance of infegrating fechnical analysis with
economic analysis, as each offers a ditferent yef complementary

perspective:

o Quantitative/Econometric Analysis enables researchers and
investors fo understand the fundamental causes behind inflation
and the transmission of ifs eftects on profitability indicators, cash

flows, and exchange rafes.

o Technical Analysis, on the other hand, reveals the actual reflections
of these factors in financial markets through price trends, support
and resistance levels, momentum indicators such as RSI and MACD,

and charf patterns such as double fops or triangles.
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Infegrating these two approaches creates a more comprehensive and

flexible framework, as it allows for:

1. Early Prediction: Technical analysis can capture signals of market
trend reversals before their full implications appear in economic

indicaftors.

2. Risk Assessment. Combining fechnical frends with econometric
model results helps decision-makers and invesfors identity the

magnitude and timing of risks more accurately.

3. Enhanced Investment Decisions. Infegration enables the
development of more effective strategies in emerging markets,

where uncertainty is higher and volatility is more severe.

Accordingly, this study's recommendation emphasizes the necessity of
adopting a dual analytical framework in evaluating performance in
emerging markets. Researchers and investors should not rely solely on
quantitative economic analysis, nor on technical tools alone, but rather
work fo integrate both in a manner that reflects the complex reality of
global inflation's impact. This integration not only enhances the accuracy
of economic forecasts but also improves the efficiency of tinancial and

investment policies, providing corporations and investors with better
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capacity fto hedge against risks and capitalize on opportunities in a

volatile global environment.
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Results:

v’ First Hypothesis: "Global inflation has a tangible impact on the
performance of emerging markets.” Verified. The analyses
demonstrated that global inflation was indirectly reflected through
exchange rates and the cost of imporfs.

v’ Second Hypothesis: "Rising global commodity prices enhance the
profitability of oil companies in emerging markets.” Parfially
verified. AMOC benefited from rising oil prices; however, the
appreciation of the US dollar against the FEgyptian pound
diminished these gains.

v Third Hypothesis: "Global inflationary crises are fransmitted fo
emerging markets in a magnitied manner through exchange rates.”
Clearly verified. The depreciation of the Fgyptian pound was the
most influential factor affecting financial results and the stock's

market price.
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Recommendations:
First. Recommendafions for Policymakers and Monetary Policy

Authorities
1. Hedging Against Exchange Rafe Volatility:

o [Establish a derivatives market (fufures & options) in Egypt to

enable companies fo hedge against US dollar risks.

o Hypothetical example. Had AMOC hedged against dollar
fluctuations in 2023, if could have mitigated the impact of

the pound's depreciation on its costs.
2. Diversification of Energy Sources and Trade:

o Reduce dependence on imports from a single market,
thereby limiting inflation fransmission through the global

frade channel

3. Coordinated Monetary Policy:

o Link interest rate hikes fo broader economic stabilization

plans fo prevent the exit of shorf-term investments.
Second. Recommendations for Corporations and Investors

1. For Companies Such as AMOC.
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Utilize hedging insfruments against oil prices and exchange

rares.

Diversify export markets fo reduce risks associated with

domestic demand.

Invest in renewable energy fo create alternative revenue

streanis.

2. For Invesfors:

@)

Use technical analysis fo identify opfimal entry and exift

points during periods of volatility.

Integrate economic analysis (Global CFI + Brent + FX) with

technical analysis fo make informed decisions.

Practical example. An investor who purchased AMOC stock
in early 2022 at a price support level (coinciding with rising
oil prices) would have realized gains before exchange rate

pressures began in 20235.

Third. Proposals for Future Research

1. Secforal Comparison:

o

Study the impact of global inflation on the agricultural or

real estate sector in Egypft to identity difterences.
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2. Geographic Comparison:

o Compare Egypt with other developing countries (Nigeria,
Brazil, Turkey) fo identify similarities and differences in

inflation fransmission.
3. Predictive Models:

o Develop models using arfificial intelligence (machine
learning) fo predict the impact of global inflation on local

stock markefs.
4. Longitudinal Studies:

o Analyze long-ferm periods (eg., 15-20 years) to examine
how the impact of global inflation evolves across different
crises (the 2008 financial crisis, the 2020 COVID-19

pandemic, the 2022 Russia-Ukraine war).
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