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The impact of exchange rate changes on foreign direct
investment flows into the Egyptian economy for the period
from 1990 to 2021

Abstract:

This study aims to measure the effect of changes in
exchange rate on foreign direct investment flows in the period
1990 to 2021, using the standard autoregressive distributed lag
approach (ARDL) . Explanatory variables were used in the
study, which are the nominal exchange rate, the real exchange
rate, gross domestic product, the degree of economic openness,
the nominal interest rate and foreign exchange reserves. The
study concluded that there is a long-term relationship between
foreign direct investment and the explanatory variables in the
analysis. Positively in the long run, the decline in the nominal or
real exchange rates.

Keywords: Direct Foreign Investment - The Nominal Exchange
Rate - The Real Exchange Rate - Autoregressive Distributed Lag
Approach.
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DI t-Statistic -1.739008 -4.565407
Prob.* 0.4025 0.0010
EXC t-Statistic -0.197088 -4.130583
Prob.* 0.9288 0.0032
Statistic 1.785296 -4.676163
REXC Prob.* 0.9995 0.0009
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Prob.>0.05 then the test is ¢ sz y&
Prob.<0.05 then the test is iz
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ARDL gigal pllaa i 1(Y) ) J g2
Variable Coefficient Std. Error t-Statistic Prob.*
FDI(-1) 0.320237 0.203980 1.569943 0.1475
FDI(-2) 0.453662 0.221586 2.047339 0.0678
CPI -463.5680 199.4581 -2.324138 0.0425
CPI(-1) 522.3108 267.4860 1.952666 0.0794
CPI(-2) 202.9457 143.0753 1.418454 0.1865
EXC 223.1937 509.9456 0.437681 0.6709
EXC(-1) -2688.761 1134.102 -2.370828 0.0392
EXC(-2) -1383.021 519.2673 -2.663408 0.0238
GDP 0.002455 0.003049 0.805175 0.439%4
GDP(-1) -0.015216 0.003831 -3.971656 0.0026
INT -2249.582 538.9289 -4.174171 0.0019
INT(-1) -1664.593 386.8339 -4.303122 0.0016
OPEN 203.0964 105.0273 1.933749 0.0819
OPEN(-1) 99.43677 71.99354 1.381190 0.1973
OPEN(-2) 394.3406 83.03905 4.748857 0.0008
RES -0.073414 0.081684 -0.898754 0.3899
RES(-1) -0.416367 0.106582 -3.906533 0.0029
RES(-2) -0.508627 0.152575 -3.333624 0.0076
REXC 2158.835 509.2950 4.238869 0.0017
C 36933.94 6963.839 5.303676 0.0003
R-squared 0.989147 Mean dependent var 4054.332
Adjusted R-squared 0.968525 S.D. dependent var 3618.790
S.E. of regression 642.0141 Akaike info criterion 16.00182
Sum squared resid 4121821. Schwarz criterion 16.93595
Log likelihood -220.0273 Hannan-Quinn criter. 16.30066
F-statistic 47.96701 Durbin-Watson stat 2.884219
Prob(F-statistic) 0.000000
*Note: p-values and any subsequent tests do not account for model selection.
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CPI EXC FDI GDP INT OPEN RES REXC
Mean 102.3403 | 6.775625 | 3831.780 | 1647027. | 14.13375 | 47.57938 | 19953.84 | 13.78000
Median 59.96500 | 5.630000 | 2026.850 | 1036323. | 13.25500 | 45.71500 | 15548.45 | 8.565000
Maximum 319.9400 | 17.78000 | 11578.10 | 4041428. | 20.33000 | 71.68000 | 40685.37 | 42.06000
Minimum 19.15000 | 1.550000 | -482.7000 | 373878.4 | 9.430000 | 30.25000 | 2683.610 | 6.070000
Std. Dev. 88.88263 | 4.683646 | 3608.517 | 1126390. | 2.850352 | 10.56345 | 10155.47 | 10.02158
Skewness 1.283404 | 1.445273 | 0.543929 | 0.594630 | 0.746488 | 0.413138 | 0.574664 | 1.775925
Kurtosis 3.403414 | 3.754946 | 1.903897 | 1.932002 | 2.498753 | 2.355533 | 2.161471 | 4.931677
[PRIPY P Qg.é.a\ghl-}uﬂ <o lalea 2(Y) e Joa
Correlation
Probability CPI EXC FDI GDP INT OPEN RES REXC
CPI 1.000000
EXC 0.955354  1.000000
0.0000 -
FDI 0.554496 0.572392  1.000000
0.0010 0.0006 -
GDP 0.884496 0.748080 0.547525  1.000000
0.0000 0.0000 0.0012 -
INT -0.236933 -0.073687 -0.266032 -0.508552  1.000000
0.1917 0.6886 0.1411 0.0030 -
OPEN -0.483532 -0.349000 0.145383 -0.578696 0.357110 1.000000
0.0051 0.0503 0.4272 0.0005 0.0448 -
RES 0.704278 0.744189 0.754917 0.521379 -0.247748 0.013693 1.000000
0.0000 0.0000 0.0000 0.0022 0.1716 0.9407 -
REXC 0.912930 0.963471 0.537210 0.701532 0.085649 -0.352485 0.689859 1.000000
0.0000 0.0000 0.0015 0.0000 0.6412 0.0479 0.0000 -
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Variable Coefficient ~ Std. Error  t-Statistic Prob.

C -11697.20 5038.460  -2.321583 0.0291
CPI -60.83138 30.07148  -2.022892 0.0544
EXC 452.1843 557.5301 0.811049 0.4253
GDP 0.003928 0.001367 2.873818 0.0084
INT 62.29498 346.6087 0.179727 0.8589
OPEN 127.6254 59.58667 2.141845 0.0426
RES 0.218646 0.084864 2.576424 0.0166
REXC 65.67391 223.9849 0.293207 0.7719
R-squared 0.780226 Mean dependent var 3831.780
Adjusted R-squared 0.716125 S.D. dependent var 3608.517
S.E. of regression 1922.615 Akaike info criterion 18.17308
Sum squared resid 88714755 Schwarz criterion 18.53951
Log likelihood -282.7692 Hannan-Quinn criter. 18.29454
F-statistic 12.17186 Durbin-Watson stat 0.960167

Prob(F-statistic) 0.000002
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(beadeal) Jal Y sl :(%) f‘éJ Jeda

Autocorrelation  Partial Correlation lags AC ~ PAC Q-Stat Prob*
falaied IO faleiel IO 1 -0.448 -0.448 6.6391 0.010
e Rokel BN 2 -0.029 -0.287 6.6680 0.036
e e 3 0.036 -0.149 6.7134 0.082
Rokel I falaiel IO 4 -0.225 -0.391 8.5790 0.073
e falaiel IO 5 0.034 -0.472 8.6228 0.125
R e 6 0.344 0.011 13.343 0.038
faleiel IO faleiel IO 7 -0.365 -0.364 18.912 0.008
N e 8 0.281 -0.145 22.361 0.004
KL Noiel BN 9 -0.148 -0.256 23.364 0.005
o e 10 -0.028 -0.139 23.401 0.009
e K 11 0.044 -0.260 23.497 0.015
*. | e 12 0.110 -0.035 24.145 0.019
e e 13 -0.200 -0.086 26.393 0.015
CFL N 14 0.148 -0.146 27.708 0.016
KL e 15 -0.114 -0.091 28.539 0.018
*. | e 16 0.108 0.063 29.337 0.022
Prob.<0.05 then the test is s siza
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Series: Residuals
Sample 1992 2021
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YEARS FDI EXC REXC GDP CPI INT OPEN RES

1990 734 | 155 6.07 4297891 | 19.15 19 52.92 2683.61
1991 253 | 3.14 7.29 3738784 | 22.93 19.85 62.84 532533
1992 459 | 3.32 8.23 4185599 | 26.06 20.33 59.31 | 10809.76
1993 493 3.35 8.07 465786.3 29.21 18.3 55.93 12904.09
1994 1256 3.39 7.67 518979.8 31.59 16.51 50.63 13480.78
1995 598 3.39 8.62 601592.5 36.56 16.47 50.25 16181.22
1996 636 3.39 8.49 676297.2 39.19 15.58 46.95 17398.34
1997 890.55 3.39 7.68 784365.8 41.00 13.79 43.74 18664.76
1998 1076 | 3.39 7.42 8482881 | 4259 13.02 41.93 | 1812391
1999 1065.3 34 7.45 907107 43.90 12.97 38.36 14484.07
2000 1235 3.47 7.55 998385.4 45.08 13.22 39.02 13117.58
2001 509.9 3.97 7.54 966846.4 46.10 13.29 39.81 12925.79
2002 6469 | 45 7.92 851460.7 | 47.36 13.79 4099 | 13242.41
2003 2374 5.85 7.94 802884.6 49.50 13.53 46.17 13588.73
2004 | 12533 | 6.2 851 7878247 | 5508 13.38 57.82 142732
2005 5375.6 5.78 8.47 896006.7 57.76 13.14 62.95 20609.06
2006 10042.8 | 5.73 8.47 1074261 62.17 12.6 61.52 24461.56
2007 | 115781 | 5.64 8.94 1304378 | 67.97 1251 65.08 | 30187.71
2008 | 94946 | 543 10.04 1628182 | 80.42 12.33 7168 | 32216.14
2009 6711.6 5.54 10.94 1891470 89.88 11.98 56.56 32252.97
2010 63856 | 562 11.01 2189837 | 10000 | 11.01 4794 | 33611.74
2011 -482.7 5.93 11.77 2359897 110.06 11.03 45.26 14915.68
2012 27977 | 6.06 13.44 2791167 | 117.89 12 4071 | 1162754
2013 4192.2 6.87 14.85 2884341 129.06 12.29 40.37 13608.1
2014 | 46122 | 7.08 15.32 3055954 | 142.05 | 11.71 36.92 | 1199521
2015 6925.2 7.69 16.78 3293666 156.78 11.63 34.85 13282.03
2016 | 81068 | 10.03 | 22.05 3324417 | 17844 136 3025 | 20858.15
2017 7408.7 17.78 37.37 2357337 231.09 18.18 45.13 33213.92
2018 8141.3 17.77 42.06 2497130 264.38 18.32 48.28 38609.41
2019 9010.1 16.77 39.68 3030809 288.57 16.12 43.24 40685.37
2020 5851.8 15.76 29.04 3652527 303.13 11.37 33.76 34094.95
2021 5122 | 1564 | 24.28 4041428 | 319.94 9.43 31.37 | 35089.75
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