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The Effect of Exchange rate on Foriegn Direct Investment
in Egypt
Abstract
This research aims to measure the impact of the exchange rate
on foreign direct investment in Egypt during the period
(Y+++-Y.YY), as this period witnessed successive rises in the
exchange rate of the US dollar. The theoretical Analysis
expect an opposing effects and. The theoretical analysis relied
on a brief survey of previous literature to study the
relationship between exchange rate fluctuations and foreign
direct investment flows.
The research concluded that despite of the successive
depreciation of the local currency, foreign direct investment
flows in Egypt, which were characterized by fluctuation
during the study period, were not affected by the relative
decline in the valuation of local assets in foreign currency due
to the high exchange rate.
The data were estimated based on the ARCH model, an
AutoRegressive Conditional Heteroskedasticity. The results
confirmed that the exchange rate was not significant in
influencing foreign direct investment flows, and the Granger
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causality test confirmed that there was no causal relationship
between the exchange rate and foreign direct investment flows.
In Egypt during the period (Y« +-Y+ YY), which can be explained
by the dependence of foreign direct investment flows in this
period on political variables and Exogenous shocks (outside the
model) at the local and international levels.

Keywords, Exchange rate, Foreign Direct Investment.
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Dependent Variable: D(FDI)
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