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Abstract:

This study aims to reach the main determinants of direct foreign investment in Algeria based on
modern literature, which focused on studying direct foreign investment. The relationship of direct
foreign investment to some macro-economic indicators has been tested using standard models in
order to illustrate the mutual influence between these indicators using statistical software (Eviews) .
The study found the contribution of these variables in explaining the model at large - that is a
positive relationship between direct foreign investment and economic growth and Gross domestic
product (GDP), besides the existence of an inverse relationship with the exchange rate and inflation
rate. Finally, the study concluded some recommendations that help to create an investment climate

in Algeria, thus creating openness polices more attractive foreign investment.
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Selected Model: ARDL(2, 0, 2, 0)
Variable Coefficient Std. Error t-Statistic Prob.*
INVD(-1) 0.078296 0.138971 0.563400 0.5771
INVD(-2) 0.363091 0.134052 2.708583 0.0108
INF 26.39896 13.92243 1.896147 0.0670
TC -30.54494 17.67649 -1.727998 0.0936
TC(-1) -48.17378 29.63252 -1.625706 0.1138
TC(-2) 91.37670 23.39946 3.905077 0.0005
CE -20.18768 30.75142 -0.656480 0.5162
C -129.2429 269.5429 -0.479489 0.6349
R-squared 0.701498 Mean dependent var 563.5612
|Adjusted R-squared 0.636201 S.D. dependent var 791.8314
S.E. of regression 477.5990 Akaike info criterion 15.35228
Sum squared resid 7299225. Schwarz criterion 15.69005
Log likelihood -299.0455 Hannan-Quinn criter. 15.47441
F-statistic 10.74316 Durbin-Watson stat 1.863355
Prob(F-statistic) 0.000001
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Test Statistic Value k

F-statistic 4.078617 3

Critical Value Bounds

Significance 10 Bound I1 Bound
10% 2.37 3.2
5% 2.79 3.67
2.5% 3.15 4.08
1% 3.65 4.66
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Cointegrating Form
Variable Coefficient Std. Error t-Statistic Prob.
D(INVD(-1)) -0.322275 0.120439 -2.675835 0.0117
D(INF) 18.487396 15.902023 1.162581 0.2536
D(TC) -33.982847 16.473188 -2.062919 0.0473
D(TC(-1)) -96.018987 22.895066 -4.193872 0.0002
D(CE) -10.178784 25.000024 -0.407151 0.6866
CointEq(-1) -0.634070 0.132691 -4.778535 0.0000
Cointeq = INVD - (47.2581*INF + 22.6597*TC -36.1390*CE -231.3643)
Long Run Coefficients
Variable Coefficient Std. Error t-Statistic Prob.
INF 47.258097 27.399577 1.724775 0.0942
TC 22.659689 5.977760 3.790666 0.0006
CE -36.138984 54.487753 -0.663250 0.5119
C -231.364255 490.477275 -0.471712 0.6403

[(Eviews 9) ol yie e slaie¥l i ldl slue] o yiuall
(CUSUM ) 5yuall cdlalall of JSEd1 (oo iaty iz dgeil] ISl lpdnay! Hlas ! -5
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zigedl &yl ydiwl slas) :(4) S
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