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Abstract:

This study aims to analyze the short and long-Run dynamic relationship
between the exchange rate and foreign direct investment as determinants of
foreign exchange reserves in Algeria during the period 1990-2020, using the
ARDL model.

The study concluded that there is a negative and positive effect of the
exchange rate on foreign direct investment on the foreign exchange reserves in
Algeria in the short and long runs, in addition to the absence of the problem of
self-correlation of errors with their stability over time.
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Notes:
a: (")Sianificant at the 10%. (**)Sianificant at the 5%: (**) Sianificant at the 1% and (no) Not Significant
b: Lag Lenagth based on SIC

c: Probability based on MacKinnon (1996) one-sided p-values.

With Constant

With Constant

UNIT ROOT TEST RESULTS TABLE (PF)
Null Hypothesis: the variable has a unit root

With Constant & Trend

Without Constant & Trend

With Constant & Trend

Without Constant & Trand t-Statistic 4. 5086 -5.5909 -7.4349
Prob.

This Result is The Out-Put of Program Has Developed By:
Dir. Imadeddin AlVIosabbeh

College of Business and Economics

Qassim University-KSA

At Level

LRES LEXCH LFDI
t-Stalistic -2.4508 -5.8577 -1.7839
0.1372 a.0000 0.3809

nd i n0
0.6474 -5.4831 -1.6688
0.9993 0.0006 0.7401

nQ i n0

0.2732 1.5628 -0.8250
0.7585 0.9680 0.35071
n0 n0 no

At First Difference
d{LRES) d(LEXCH) d(LFDI)
t-Stalistic 4. 7567 -6.1151 -7.3585
Prob. 0.0007 a.0000 a.0000

2 B

B B
38 8t 3

& &

t-Statistic  -5.8334 -5.8143 -7.5265
Prob. 0.0003 0.0003 o0.0000

P - -
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Series: Residuals
Sample 1994 2020

i

7 Observations 27

o Mean -3.91e-17

5 Median 0.053761
Maximum 0.311809

4 Minimum -0.517477

3 Std. Dev. 0.202695
Skewness -0.541388]

2 Kurtosis 2.869995

Jarque-Bera 1.337969
_0 6 -05 -04 -03 -0.2 _0 1 Probability  0.5122287
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Breusch-Godfrey Serial Correlation LM Test:
MNull hypothesis: No serial correlation at up to 4 lags

F-statistic 0.592191 Prob. F(4,11) 0.6755
Obs*R-squared 4.784032 Prob. Chi-Square(4) 0.3102

Test Equation:

Dependent Variable: RESID

Method: ARDL

Date: 01/22/22 Time: 18:22

Sample: 1994 2020

Included observations: 27

Presample missing value lagged residuals set to zero.

Date: 01/22/22 Time: 18:22
Sample (adjusted): 1994 2020
Q-statistic probabilities adjusted for 3 dynamic regressors

Autocorrelation Partial Correlation AC PAC Q-Stat Prob*

| =

0.169 0.169 0.8560 0.355
-0.124 -0.157 1.3413 0.511
-0.154 -0.109 2.1179 0.548
-0.128 -0.106 2.6751 0.614
-0.222 -0.235 4.4303 0.489
-0.081 -0.068 4.6754 0.586
0.149 0.085 5.5411 0.594
-0.016 -0.164 5.5520 0.697
-0.044 -0.062 5.6374 0.776
10 -0.181 -0.264 7.1430 0.712
11 0.036 0.034 7.2053 0.782
12 0.246 0.225 10.358 0.585

CONOOAWNS

i ]
-L -
*Probabilities may not be valid for this equation specification.
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1.669775 Prob. F(11,15) 0.1757
Obs*R-squared 14.86245 Prob. Chi-Square(11) 0.1889
Scaled explained SS 4.288998 Prob. Chi-Square(11) 0.9607

Test Equation:
Dependent Variable: RESID"2
Method: Least Squares
Date: 01/22/22 Time: 18:23
Sample: 1994 2020
Included observations: 27
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) (1)

Asymptotic: n=1000
F-statistic 6.818658 10% 2.63

3.3
k 2 5% 3.1 3.87
2.5% 3.55 4.38
1% 4.13 5
Actual Sample Size 27 Finite Sample: n=35
10% 2.845 3.623
5% 3.478 4.335
1% 4.948 6.028

Finite Sample: n=30
10% 2.915 3.695
5% 3.538 4.428
1% 5.155 6.265
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ARDL Error Correction Regression
Dependent Variable: D(LRES)

Selected Model: ARDL(3, 2, 4)

Case 2: Restricted Constant and No Trend
Date: 01/22/22 Time: 18:22

Sample: 1990 2020

Included observations: 27

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(LRES(-1)) -0.335010 0.163268 -2.051904 0.0581
D(LRES(-2)) -0.439574 0.162252 -2.709212 0.01862

D(LEXCH) -2.947667 0.793329 -3.715566 0.0021
D(LEXCH(-1)) -0.830255 0.574324 -1.445622 0.1689

D(LFDI) 0.389226 0.122173 3.185861 0.0061
D(LFDI(-1)) -0.196020 0.137852 -1.421960 0.1755
D(LFDI(-2)) -0.161594 0.139012 -1.162446 0.2632
D(LFDI(-3)) -0.397595 0.143482 -2.771049 0.0143
CointEq(-1)* -0.404750 0.070748 -5.720975 0.0000
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(LRES)

Selected Model: ARDL(3, 2, 4)

Case 2: Restricted Constant and No Trend
Date: 01/22/22 Time: 18:21

Sample: 1990 2020

Included observations: 27

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C 3.623661 1.751886 2.068435 0.0563
LRES(-1)* -0.404750 0.159214 -2.542168 0.0225
LEXCH(-1) -0.536144 0.437569 -1.225280 0.2394
LFDI(-1) 0.530066 0.266585 1.988356 0.0653
D(LRES(-1)) -0.335010 0.213494 -1.569175 0.1375
D(LRES(-2)) -0.439574 0.193078 -2.276665 0.0379
D(LEXCH) -2.947667 1.093062 -2.696707 0.0166
D(LEXCH(-1)) -0.830255 0.674924 -1.230146 0.2376
D(LFDI) 0.389226 0.158664 2.453142 0.0269
D(LFDI{(-1)) -0.196020 0.208409 -0.940555 0.3618
D(LFDI(-2)) -0.161594 0.187469 -0.861979 0.4023
D(LFDI(-3)) -0.397595 0.176631 -2.250996 0.0398

* p-value incompatible with t-Bounds distribution.

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LEXCH -1.324630 1.485954 -0.891434 0.3868
LFDI 1.309612 0.245573 5.332874 0.0001
C 8.952837 6.951709 1.287861 0.2173

EC = LRES - (-1.3246"LEXCH + 1.3096"LFDI + 8.9528)
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