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The impact of Oil Price Fluctuations on Foreign Direct Investment Flows
to Algeria (Standard Study Period 1990-2017)
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Abstract : The aimes of this study is to determine the impact of the decline in oil prices
on the flow of foreign direct investments in Algeria from 1990 to 2017, based on the
simple linear model, the cointegration test, and the causality test to determine the direction
of the relationship. The study concluded that there is a direct correlation between oil prices
and the flow of foreign investment into Algeria and it is confirmed positive for the oil
price factor when assessing the relationship using the method of least squares, And the
results of appreciation and manoith to express the impact between variables. As standard
study through cointegration test testing long term relationship that is confirmed by the
findings of the test of causality of granger who confirmed the existence of a causal
relationship in one direction of oil prices toward FDI flows to Algeria. So it can be said
that oil prices, FDI inflows are balancing positive relationship in the Algerian economy
during the study period covered.
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Null Hypothesis: PP has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic — based on SIC, maxlag=6)

Prob.* t-Statistic
0.6107 -1.308509 Augmented Dickey—Fuller test statistic
-3.699871 1% level Test critical values:
-2.976263 5% level
-2.627420 10% level
*MacKinnon (1996) one-sided p-values.
Null Hypothesis: PP has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic — based on SIC, maxlag=6)
Prob. * t-Statistic
0.7759 -1.575747 Augmented Dickey—-Fuller test statistic
-4.339330 1% level Test critical values:
-3.587527 5% level
-3.229230 10% level
Null Hypothesis: PP has a unit root
Exogenous: None
Lag Length: 0 (Automatic — based on SIC, maxlag=6)
Prob.* t—Statistic
0.5083 -0.455271 Augmented Dickey—Fuller test statistic
-2.653401 1% level Test critical values:
-1.953858 5% level
-1.609571 10% level
*MacKinnon (1996) one-sided p-values.
Null Hypothesis: FID has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic — based on SIC, maxlag=6)
Prob.* t-Statistic

0.2014 -2.228506 Augmented Dickey—Fuller test statistic
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-3.699871 1% level Test critical values:
-2.976263 5% level
-2.627420 10% level

*MacKinnon (1996) one-sided p-values.

Null Hypothesis: FID has a unit root
Exogenous: Constant, Linear Trend

Lag Length: 5 (Automatic — based on SIC, maxlag=6)

Prob.* t-Statistic
0.0535 -3.597227 Augmented Dickey—Fuller test statistic
-4.440739 1% level Test critical values:
-3.632896 5% level
-3.254671 10% level
*MacKinnon (1996) one-sided p-values.
Null Hypothesis: FID has a unit root
Exogenous: None
Lag Length: 1 (Automatic — based on SIC, maxlag=6)
Prob.* t-Statistic
0.4655 -0.558450 Augmented Dickey—Fuller test statistic
-2.656915 1% level Test critical values:
-1.954414 5% level
-1.609329 10% level

*MacKinnon (1996) one-sided p-values.

FID ; PP duyll spad Jo¥1 3,0 s &yl it 102 goull

Null Hypothesis: D(PP) has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic — based on SIC, maxlag=6)

Prob.* t—Statistic

0.0014 -4.533369 Augmented Dickey—Fuller test statistic
-3.711457 1% level Test critical values:
-2.981038 5% level
-2.629906 10% level

*MacKinnon (1996) one-sided p-values.

Null Hypothesis: D(PP) has a unit root
Exogenous: Constant, Linear Trend

Lag Length: 0 (Automatic — based on SIC, maxlag=6)
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Prob.* t-Statistic
0.0075 -4.487082 Augmented Dickey—Fuller test statistic
-4.356068 1% level Test critical values:
-3.595026 5% level
-3.233456 10% level
*MacKinnon (1996) one-sided p-values.
Null Hypothesis: D(PP) has a unit root
Exogenous: None
Lag Length: 0 (Automatic — based on SIC, maxlag=6)
Prob. * t-Statistic
0.0001 -4.602229 Augmented Dickey—-Fuller test statistic
-2.656915 1% level Test critical values:
-1.954414 5% level
-1.609329 10% level
*MacKinnon (1996) one-sided p-values.
Null Hypothesis: D(FID) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic — based on SIC, maxlag=6)
Prob.* t-Statistic
0.0000 -7.940895 Augmented Dickey—-Fuller test statistic
-3.711457 1% level Test critical values:
-2.981038 5% level
-2.629906 10% level
*MacKinnon (1996) one-sided p-values.
Null Hypothesis: D(FID) has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic — based on SIC, maxlag=6)
Prob.* t-Statistic
0.0000 -7.817995 Augmented Dickey—Fuller test statistic
-4.356068 1% level Test critical values:
-3.595026 5% level
-3.233456 10% level

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: D(FID) has a unit root
Exogenous: None

Lag Length: 0 (Automatic — based on SIC, maxlag=6)

Prob.* t-Statistic

0.0000 -8.038706 Augmented Dickey—Fuller test statistic
-2.656915 1% level Test critical values:
-1.954414 5% level
-1.609329 10% level

*MacKinnon (1996) one-sided p-values.

Lo pelill ISH e 103 ol

Date: 03/11/19 Time: 00:00

Sample (adjusted): 1992 2017

Included observations: 26 after adjustments
Trend assumption: Linear deterministic trend
Series: FID PP

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

0.05 Trace Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.0370 15.49471 16.35608 0.410581 None *
0.1061 3.841466 2.612012 0.095581 At most 1

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

0.05 Max-Eigen Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.0603 14.26460 13.74407 0.410581 None
0.1061 3.841466 2.612012 0.095581 At most 1

Max—eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon—-Haug-Michelis (1999) p-values
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Dependent Variable: FID
Method: Least Squares

Date: 03/10/19 Time: 23:44
Sample: 1990 2017

Included observations: 28

Prob. t-Statistic Std. Error Coefficient Variable
0.0000 10.62326 1.942894 20.63987 PP
983.7143 Mean dependent var 0.582780 R-squared
929.6754 S.D. dependent var 0.582780 Adjusted R-squared
15.66847 Akaike info criterion 600.5009 S.E. of regression
15.71605 Schwarz criterion 9736236. Sum squared resid
15.68301 Hannan-Quinn criter. -218.3585 Log likelihood
1.561211 Durbin-Watson stat

Al dand) gLzt 105 gl

Pairwise Granger Causality Tests
Date: 03/10/19 Time: 23:46
Sample: 1990 2017

Lags: 2
Prob. F-Statistic Obs Null Hypothesis:
0.9009 0.10484 26 PP does not Granger Cause FID

0.0196 4.77205 FID does not Granger Cause PP




