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The Impact of High Inflation Rate on Net Foreign Direct
Investment Flows in Egypt (1991-2022)

Abstract

This research aims to analyze the relationship between the inflation
and foreign direct investment FDI in Egypt, using the data for the period 1991-
2022, and using the autoregressive distributed lag (ARDL) methodology, this
research uses the applied approach, and with regard to the variables of the
research, annual data was used for all variables. Net foreign direct investment
flows were used as a dependent variable, and the independent variables were the
inflation rate, exchange rate, interest rate, government spending, and
unemployment (as a control variable). The research found that there is a
significant effect of inflation on foreign direct investment in the short and long
term. The results indicated a negative significant relationship between foreign
direct investment and inflation, exchange rate, interest rate, and unemployment.
While the results indicated to a positive significant relationship, between foreign
direct investment and government spending during the study period. The research
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proves that inflation is one of the most important determinants of foreign direct
investment that must be addressed and its effects must be reduced in order to
attract more foreign direct investment to Egypt, which works to advance
development and raise Egyptian economic growth rates.

Keywords: Inflation Rate, Foreign Direct Investment (FDI), Autoregressive
Distributed lag (ARDL), Investment Determinants.
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0.0487 -1.848513 -0.2923 LOGINF(-4)
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Test Statistic Value
F-statistic 4.748006
Bound Critical Values
10% | 5% | 1%
Sample Size  1(0) 11 | 10) 11 | 10) 1(1)
30 2.676 3.586 3.272 4.306 4.614 4.666
Asymptotic 2.370 3.200 2.790 3.670 3.650 4.660
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Series: Residuals

Sample 1995 2022

> Observations 28

4 Mean 2.19e-06
Median 24408711

Maximum 2.40e+09
Minimum -2.94e+09
Std. Dev. 1.34e+09
2 Skewness -0.251121
Kurtosis 2.697070

1

Jarque-Bera  0.401348
Probability 0.818179
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Godfrey Serial Correlation LM Test (BGLM)

F-statistiq2.937365 Prob. F(2,11)/0.0950
Obs*R-squared|9.747855 Prob. Chi-Square(2)/0.0076
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F-statistiq0.001250 Prob. F(1,25)/0.9721
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