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Abstract:

This study aimed to find the effect of some monetary variables (real interest rate,
actual real exchange rate, monetary mass, taxes and GDP) on foreign direct
investment flows in Algeria during the period 1985-2018, this study came in light of
the policy of investment promotion pursued by Algeria. The ARDL model was applied
in the study, and it was found that there is a negative effect for the real interest
rate, the actual real exchange rate, taxes and the GDP while there was a positive
effect of the monetary mass on the foreign direct investment flows.

Keywords: monetary variables; foreign direct investment(FDI); ARDL model.
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Akaike Information Criteria (top 20 models)
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ARDL Bounds Test

Null Hypothesis: No long-run relationships exist

Test Statistic Value K
F-statistic 4.804470
Critical Value Bounds
Significance 10 Bound 11 Bound
10% 2.26 3.35
5% 2.62 3.79
2.5% 2.96 418
1% 3.41 4.68
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ARDL Cointegrating And Long Run Form

Dependent Variable: LFDI

Selected Model: ARDL(1,0, 3,0,0,0)

Included observations: 31

Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob.
LRIR -2.816042 0.799658 -3.521556 0.0020
LREER -0.876941 2.571040 -0.341084 0.7364
LM2 5.942051 2.063392 2.879749 0.0090
LTAX -2.698848 0.934242 -2.888812 0.0088
LGDP -6.998393 2.735532 -2.558329 0.0183
C 127.743171 47.795416 2.672708 0.0142
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Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(LRIR) -3.413287 0.928356 -3.676699 0.0014
D(LREER) 19.481838 5.914352 3.293994 0.0035
D(LREER(-1)) -5.221007 3.843470 -1.358410 0.1887
D(LREER(-2)) 8.691357 3.757944 2.312796 0.0310
D(LM?2) 7.202280 2.544239 2.830819 0.0100
D(LTAX) -3.271238 1177353 -2.778468 0.0113
D(LGDP) -8.482658 3.353858 -2.529224 0.0195
CointEq(-1) -1.212087 0.172821 -7.013520 0.0000
Cointeq = LFDI - (-2.8160*LRIR -0.8769*LREER + 5.9421*LM2 -2.6988*LTAX -6.9984*LGDP +
127.7432)
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.801588 Prob. F(3,18) 0.1830

Obs*R-squared 7.158700 Prob. Chi-Square(3) 0.0670

EViews.9 il i e lalaie! Glisldl slus] cp :yiuall

194 200 -181 : 4o /2021 dclig> /03 suall /10 sl Beaiilly oSl &ysl5dl all



G oYl dazme g iy sl e " slimdl @ AL et HLedil (e Auaddl ol paall ST

Y ailé % 05 Gga5 Breusch-Godfrey Serial Correlation LM Test ;Lasy F 4dbas) ol Lag

okl ol pue sbasl v

Breusch-Pagan-Godfrey (bl wld puc jLas | milis :08 3, Jguzdl

Heteroskedasticity Test: Breusch-Pagan-Godfrey
F-statistic 1.954065 Prob. F(9,21) 0.0990
Obs*R-squared 14.12885 Prob. Chi-Square(9) 0.1178
Scaled explained SS 33.66734 Prob. Chi-Square(9) 0.0001
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12
Series: Residuals
Sample 1988 2018
104 Observations 31
8 | Mean -4.22e-14
Median 0.105930
Maximum 1.999277
6 Minimum -4.384568
Std. Dev. 1.044289
4 Skewness -2.185625
B Kurtosis 11.38525
2 Jarque-Bera 115.5010
Probability 0.000000
o T T T T T T T T T T T T
-4 -3 -2 -1 o) 1 2
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18.  International Monetary Found (.M.F) (2000), International Financial Satatistics, Year Book.
19.  International Monetary Found (1.M.F) (2006), International Financial Satatistics, Year Book.
20. International Monetary Found (I.M.F) (2018), International Financial Satatistics, Year Book.
21.  International Monetary Found (.M.F) (2019), International Financial Satatistics, monthy 01/2019.
: @M
2018-1985 5 all M3 duwlyudl Slpdie <l jgkas :01 o3y Sl
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729.21 291.30 223.86 449.52 -1.88 0.40 1985
697.33 299.50 227.02 415.06 0.82 5.32 1986
719.24 323.70 257.90 367.19 -4.45 3.71 1987
716.08 349.50 292.97 303.83 -4.64 13.02 1988
718.89 423.30 308.15 260.61 -8.05 12.09 1990
716.91 555.80 343.32 220.57 -17.09 40.00 1990
593.17 844.50 414.75 131.55 -29.77 80.00 1991
604.43 1048.20 544.46 134.91 -11.42 30.00 1992
628.46 1166.00 584.18 161.83 -4.95 0.00 1993
625.35 1491.50 675.93 139.73 -13.75 0.00 1994
22211 1990.60 739.90 11714 -7.90 0.00 1995
21211 2570.00 848.25 119.65 -4.05 270.00 1996
213.26 2780.20 1003.14 129.17 8.14 260.00 1997
224.78 2830.50 1199.48 135.54 15.10 606.60 1998
226.30 3238.10 1366.77 125.31 -0.10 291.60 1999
238.77 4123.20 1559.91 119.41 -10.33 280.10 2000
266.14 4227.00 2403.07 123.20 10.02 1113.11 2001
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313.82 452260 2836.87 | 114.23 747 | 1064.96 2002
33202 5252.50 3299.46 | 103.08 -019 | 637.88 2003
33415 6149.10 364429 | 103.52 378 | 88185 2004
346.95 7562.00 407044 | 10174 700 | 114534 2005
32564 8501.90 487007 | 10131 230 | 188817 2006
349.87 9353.00 5994.61 99.92 151 | 174333 2007
389.90 |  11043.50 695597 | 10225 -6.34 | 263171 2008
424.83 9968.30 729269 | 10027 2157 | 2753.76 2009
44105 | 11991.40 8280.74 100 -6.99 | 230123 2010
44170 | 1458870 992919 |  99.12 -865 | 258035 2011
52038 |  16209.90 1101513 | 103.91 051 | 149945 2012
59178 |  16647.90 1194151 | 101.77 810 | 1696.87 2013
618.78 |  17228.50 1366391 | 102.89 833 | 1506.73 2014
65701 |  16712.60 13704.51 9.5 1545 | -584.46 2015
63622 | 17514.50 13816.31 9552 635 | 1637.04 2016
609.88 | 18575.80 14974.23 97.84 315 | 123232 2017
59366 | 20259.10 16636.71 93.28 041 | 1506.32 2018
P ovadl
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- International Monetary Found (I.M.F) (2000), International Financial Satatistics, Year Book.

)(
- International Monetary Found (1.M.F) (2006), International Financial Satatistics, Year Book.
- International Monetary Found (.M.F) (2018), International Financial Satatistics, Year Book.

- International Monetary Found (LM.F) (2019), International Financial Satatistics, monthy

01/2019.

ARDL 7395 yud5 il :02 o, 3=l

Dependent Variable: LFDI

Method: ARDL

Sample (adjusted): 1988 2018

Maximum dependent lags: 3 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (3 lags, automatic): LRIR LREER LM2 LTAX LGDP
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Fixed regressors: C

Number of models evalulated: 3072

Selected Model: ARDL(1,0, 3,0,0,0)

Variable Coefficient Std. Error t-Statistic Prob.*

LFDI(-1) -0.212087 0.172821 -1.227200 0.2333

LRIR -3.413287 0.928356 -3.676699 0.0014

LREER 19.48184 5.914352 3.293994 0.0035

LREER(-1) -17.07442 5.476276 -3.117888 0.0052

LREER(-2) 5.221007 3.843470 1.358410 0.1887

LREER(-3) -8.691357 3.757944 -2.312796 0.0310

LM2 7.202280 2.544239 2.830819 0.0100

LTAX -3.271238 1177353 -2.778468 0.0113

LGDP -8.482658 3.353858 -2.529224 0.0195

@ 154.8358 59.36441 2.608226 0.0164
R-squared 0.458777 Mean dependent var 6.919959
Adjusted R-squared 0.226825 S.D. dependent var 1.419491
S.E. of regression 1.248164 Akaike info criterion 3.536920
Sum squared resid 32.71616 Schwarz criterion 3.999497
Log likelihood -44.82227 Hannan-Quinn criter. 3.687709
F-statistic 1.977892 Durbin-Watson stat 2.156789

Prob(F-statistic) 0.095114
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