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IMPACT OF FOREIGN CAPITAL FLOWS ON THE DEVELOPMENT OF THE
SINGAPOREAN ECONOMY: AN ECONOMETRIC STUDY

Smah M. Abo-Zaid!, M.Y. Abd Elhalim? and A. G. Abd El-Gany*
1. Politi. and Econ. Sci. Studies and Res. Dept., Fac. Grad. Asian Studies, Zagazig Univ., Egypt
2. Econ. Dept., Fac. Comm., Azhar. Univ., Egypt

ABSTRACT: The current study aimed to analyze the macroeconomic relationships in
Singapore during the period 2001-2024, relying on a set of advanced econometric models
(ARDL and VAR). The descriptive analysis revealed significant variation in the studied
variables. Pearson's correlation analysis revealed strong relationships between GDP and both
foreign direct investment (FDI) with a correlation coefficient of 0.9776, domestic investment
(0.9719), and exports (0.7771), while the correlation with the inflation rate was weak and not
statistically significant (0.2923). Using the ARDL model, it was found that domestic
investment has a strong, immediate, positive effect on GDP (coefficient = 2.073, p = 0.001),
while exports have a positive and significant effect (0.548, p = 0.004). FDI also showed a
lagged, positive effect (first lag coefficient = 0.091, p = 0.019), while the inflation rate was
not statistically significant. The VAR model revealed stronger dynamic relationships, with R2
coefficients ranging from 0.71 to 0.85, indicating high explanatory power. Granger causality
testing showed that GDP causes changes in all other variables. In contrast, FDI did not
directly cause changes in GDP but did affect exports, while inflation had a clear negative
impact on domestic investment. Domestic investment and exports are therefore the primary
drivers of economic growth, highlighting the need to strengthen policies that support them.
FDI requires a more stable environment and long-term policies to maximize its cumulative
impact. Despite the weak direct impact of inflation on GDP, its negative impact on domestic
investment warrants monitoring of monetary policies.

Keywords: Capital flows, Foreign Investment, Singapore.

tO—aSal)
(Bl daala e )3 K ¢ diallalaBY) Mindasal ) 2l e a0 -1
LGl ) el Ae ) 3l 2K alatdy) Al Jada dada ) daaf 3 -2



