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Abstract

With the advent of globalization, foreign capital began to flow across
borders for direct investment, driven by levels of profitability, low interest
rates, and low exchange rates of local currencies in other countries, and then
the Feldstein- Horioca hypothesis came to set a standard for the extent of
free movement of foreign capital across countries, which is represented in
the existence of a direct causal relationship between domestic saving and
investment inside the country, preventing the flow of foreign direct
investment, and through that hypothesis, this study seeks to determine the
extent to which there is a causal relationship between local saving and
investment in the Egyptian economy in light of the change in interest and
exchange rates during the period ( 1989 - 202Y), and thus, we can know the
extent of the flow of foreign direct investment, in light of changes in interest
rates and the exchange rate of the Egyptian pound , ( proportional to the
gross domestic product), and this indicates to a weakness in the flow of
foreign direct investment into the country due to the existence of a long-
term relationship between domestic saving and investment in the Egyptian
economy , and this represents evidence of the existence of a relationship
between domestic investment and saving that does not depend on the
interest rate, and therefore, there is no alternative for the domestic
investment except borrowing from local sources, and indicates the difficulty
of foreign capital inflow, as the measurement also proved that the exchange
rate floated in 2016 , gave an insignificant effect on the flow of foreign
investment, and this prove the truth of existence a relationship between
domestic investment and saving, and then achieving the Feldstein / Horioka
hypothesis in the Egyptian economy.
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Calculation of regression factor (a):

a=(n- sum(xy)—(sumx(sumy)
n (sum x)? — (sum x )2

a= 6 X 2158 — 72 x118
6x 1890 —(72)2

a=(6x2158)—(72 x118) =1
(6 X 1890) — (72 X 72)

Calculation of the fixed amount (b)

b=sumy—asumx

y=(sumy)
n

y= 118 =20
6

x=(sumx)
n

x= 72=12
6

S b=sumy—asumx
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1b=20—-1x 12 = 8

investment = regression factor x saving rate + constant amount
=axsaving+b

=1x12+8=20
L investment = 20 %
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Calculation of regression factor (*)°

a=(n- sum(xy)—(sumx(sumy)
n (sum x)? — ( sum x )2

a= 6 x 1763 — 87 x 117
6 x 1320 —(87)2

a=(6x1763)—(87 x117) =1
(6 x 1320) — (87 X 87)

Calculation of the fixed amount (b):

b=sumy—asumx

y=(sumy)
n

y= 117 =195
6

x=(sumx)
n

x= 87 =145
6
“ b=sumy—asumx

aY Y sdar Jo¥) g all - (18) asdl - (10) alsall 3 _ualaad) 4 jlaill el Al s

(168)



Feldstein-Horioca dsa il ad g jdliall el jliiuy)  Gaball) oayga Pl [a

1b=195—-1x 14,5 =5

Local investment = regression factor x interest rate + constant amount
=ax interest rate + b
=1x145+5=195
U Investment = 19,5 %
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Calculation of regression factor (*)°

a=(n-sum(xy)—(sumx(sumy)

n (sum x)? — ( sum x )2

a=>5 X 593,69 — 77,26 x 38 52

5% 1234 — (77,26)2

a=(5x593,69)— (7726 x 3852) =1

(5% 1234) — (77,26 X 77,26)

Calculation of the fixed amount (b):

b=sumy—asumx
y = (sumy)

n
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y = V/\,OV = 7’7
5

x=(sumx)
n

x= VYYY1 =15,45
5
v b=sumy—asumx

0b=77-1x 1545 =— 7,75

Foreign Investment = regression factor x exchange rate x constant amount
= a x exchange rate + b
=1x1545 + (- 7,75)=7,7
1 Foreign investment = 7,7 %
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