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Abstract

In light of various public debt indicators, especially, the public debt to
GDP ratio as an indication of debt burden the state has, and on the other hand,
as an indicator of the extent of financial sustainability. The study aims to
verify the suitability of this indicator to achieve its main purpose, and to attain
main variables of financial sustainability to originate an indicator of financial
sustainability. The study used the descriptive analytical methodology, and
concluded that the key factors of financial sustainability is not the public debt
to GDP ratio, rather the burden of public debt represented by the interest paid
to serve it. Thus, the proposed indicator includes four main variables, namely
(1) the ratio of total public debt to nominal GDP. (2) The difference between
inflation rates between Egypt and the United States, which reflects the
imbalance in purchasing power and thus the imbalance in the exchange rate
in the long run. (3) The interest rate in the United States to determine the
interest rate on external debt, in addition to that it contributes to determining
the interest rate in Egypt. (4) The ratio of growth in public debt to growth in
nominal GDP. The study concluded that, according to the proposed index, the
Egyptian economy achieved the worst level of financial sustainability in

2017, while the best level was in 2021.
KEY WORDS:

Public debt - financial sustainability - financial sustainability indicator
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