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The impact of monetary policy to direct foreign investment in
Egypt during the period

1990 - 2019

Abstract : -

The study dealt with analyzing and measuring the impact of monetary policy on
foreign direct investment during the period 1990-2019 through a set of monetary
policy variables and macroeconomic variables, which are transmission channels
and determinants of foreign direct investment using ARDL models.

The study reached several results, most notably that monetary policy has a
significant impact on foreign direct investment, as the impact of monetary policy
Is transmitted to foreign direct investment through the exchange rate channel,
because the flexibility of the exchange rate achieves a competitive advantage for
locally manufactured foreign products. The study also concluded that the interest
rate does not have a significant effect on foreign direct investment because it
does not target foreign direct investment, and the study concluded that the money
supply has no significant effect on foreign direct investment because the average
per capita income is not affected by the amount of money in the economy.
Likewise, neither inflation nor public investment has a significant effect on
foreign direct investment. Moreover, economic reform programs did not appear
to have a significant impact on the flow of foreign direct investment. As for
political events and economic crises, they affected negatively, as the foreign
investor needs a stable political and economic environment.

- Key words: monetary policy- interest rate channel- exchange rate channel —
direct foreign investment.
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Mean Median Maximum Minimum Std. Dev.
FDI 40287.14 29911.96 144312.00 -6574.76 45518.74
DISCOUNT RATE 11.19 10.00 18.25 9.00 2.61
EXCHANGE RATE 7.30 5.81 17.78 3.39 4.39
GDP 2563426.00  2599225.00 @ 3857500.00  1543638.00  696339.30
INFLATION 9.80 10.02 22.93 0.92 6.01
M2 1245435.00  829155.40 4110516.00  221371.70 1156338.00
NET EXPORTS -218.74 -195.47 -87.41 -468.10 116.31
PUBLIC INVESTMENT 342805.90 361768.70 598454.80 178132.50 115067.60
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FDI = B0 + g1 ( DISCOUNT RATE )+ 2 (EXCHANGE RATE )+ B3 (GDP) +

B4 ( INFLATION )+ B5 ( NET EXPORTS)+ 6 ( PUBLIC INVESTMENT)+ B7
( DUMMY VARIABLE )+ u
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FDI = B0 + p1 ( M2 )+ B2 (EXCHANGE RATE )+ B3 (GDP) + p4 (
INFLATION )+ B5 ( NET EXPORTS)+ 6 ( PUBLIC INVESTMENT)+ B7 (
DUMMY VARIABLE )+ u
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Dependent Variable: FDI

Method: ARDL

Date: 08/26/22 Time: 19:24

Sample (adjusted): 1990 2019

Included observations: 30 after adjustments

Maximum dependent lags: 1 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (1 lag, automatic): DISCOUNT_RATE
EXCHANGE_RATE GDP INFLATION NET_EXPORTS
PUBLIC_INVESTMENT D1 D2

Fixed regressors: C

Number of models evalulated: 256

Selected Model: ARDL(1,1,1,1,1,1,0,0,0)

Variable Coefficient Std. Error t-Statistic Prob.*
FDI(-1) 0.232961 0.197895 1.177193 0.2575
DISCOUNT_RATE -3782.906 2402.751 -1.574406 0.1362

DISCOUNT_RATE(-1) 3741.734 2410.281 1.552405 0.1414
EXCHANGE_RATE 8879.509 2411632 3.681950  0.0022
EXCHANGE_RATE(-1) -3421.579 2476.573 -1.381578 0.1873
GDP 0.379491 0.090191 4.207619  0.0008
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GDP(-1) -0.386989 0.088280 -4.383641 0.0005
INFLATION -205.2020 452.0738 -0.453913 0.6564
INFLATION(-1) 863.0391 489.6343 1.762620  0.0983
NET_EXPORTS -165.6221 66.96216 -2.473369 0.0258
NET_EXPORTS(-1) 116.4678 76.34139 1.525618  0.1479
PUBLIC_INVESTMENT -0.031544 0.066452 -0.474687 0.6418
D1 3285.185 5554.315 0.591465  0.5630
D2 -10429.22 5396.038 -1.932756 0.0724

C -37639.68 31111.94 -1.209815 0.2451
R-squared 0.982591 Mean dependent var 30057.97
Adjusted R-squared 0.966343 S.D. dependent var  42406.68
S.E. of regression 7779.872 Akaike info criterion 21.06332
Sum squared resid 9.08E+08 Schwarz criterion 21.76392
Log likelihood -300.9498 Hannan-Quinn criter. 21.28745
F-statistic 60.47368 Durbin-Watson stat  2.063297
Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model
selection.
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(1) pdu dosa
ARDL Error Correction Regression
Dependent Variable: D(FDI)
Selected Model: ARDL(1,1,1,1,1,1,0,0,0)
Case 2: Restricted Constant and No Trend
Date: 08/26/22 Time: 19:30
Sample: 1989 2019
Included observations: 30

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(DISCOUNT_RATE) -3782.906 1177.332 -3.213117 0.0058
D(EXCHANGE_RATE) 8879.509  1197.506 7.415000 0.0000
D(GDP) 0.379491  0.038167 9.942965 0.0000
D(INFLATION) -205.2020 264.2378 -0.776581 0.4495
D(NET_EXPORTS) -165.6221 40.55364 -4.084027 0.0010
CointEq(-1)* -0.767039  0.079667 -9.628121 0.0000
R-squared 0.866151 Mean dependent var 4774.937
Adjusted R-squared 0.838265 S.D. dependent var 15293.64
S.E. of regression 6150.529 Akaike info criterion  20.46332
Sum squared resid 9.08E+08 Schwarz criterion 20.74356
Log likelihood -300.9498 Hannan-Quinn criter.  20.55297
Durbin-Watson stat 2.063297

* p-value incompatible with t-Bounds distribution.

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) I(1)
F-statistic 5.793794  10% 1.85 2.85
k 8 5% 2.11 3.15
2.5% 2.33 3.42
1% 2.62 3.77
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Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 1 lag

F-statistic 0.034222  Prob. F(1,14) 0.8559
Obs*R-squared  0.073154  Prob. Chi-Square(1) 0.7868

Eviews 10 gl aladiuly Gald) dae) @ juaall
AVl dadl <<y Breusch-Pagan-Godfrey jlaal alaaiul 2 cplill uilas (b
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(A) a2y dox

Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1.171192  Prob. F(14,15) 0.3814
Obs*R-squared 15.66728  Prob. Chi-Square(14) 0.3341
Scaled explained SS 1.789327  Prob. Chi-Square(14) 1.0000
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Series: Residuals
Sample 1990 2019
Observations 30

Mean 2.13e-11

Median -725.7588
Maximum 9552.941
Minimum -9997.718
Std. Dev. 5595.245
Skewness 0.158840
Kurtosis 1.913663
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Dependent Variable: FDI
Method: ARDL
Date: 08/26/22 Time: 19:38
Sample (adjusted): 1990 2019
Included observations: 30 after adjustments
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (1 lag, automatic): M2 EXCHANGE_RATE GDP
INFLATION NET_EXPORTS PUBLIC_INVESTMENT D1 D2
Fixed regressors: C

Number of models evalulated: 256
Selected Model: ARDL(1,1,0,1,1,1,0,0,0)

Variable Coefficient Std. Error t-Statistic Prob.*

FDI(-1) 0.347413 0.174328 1.992866 0.0636
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M2 0.039722 0.025785 1.540467 0.1430
M2(-1) -0.038097 0.032176 -1.184039 0.2537
EXCHANGE_RATE  4575.377 1934.465 2.365189 0.0310
GDP 0.302756  0.080123 3.778625 0.0016
GDP(-1) -0.305433 0.079008 -3.865866 0.0014
INFLATION 153.9594 4452185 0.345806 0.7340
INFLATION(-1) 550.1054 419.7848 1.310446 0.2085
NET_EXPORTS -90.82762 61.90754 -1.467150 0.1617
NET_EXPORTS(-1) 101.8846 77.48461 1.314901 0.2071
PUBLIC_INVESTMENT -0.054126 0.067359 -0.803544 0.4334
D1 -5897.617 6209.635 -0.949753 0.3564
D2 -12126.12 5914.914 -2.050092 0.0571
C -24541.22 14635.89 -1.676783 0.1130
R-squared 0.982189 Mean dependent var 30057.97
Adjusted R-squared 0.967718 S.D. dependent var 42406.68
Akaike info
S.E. of regression 7619.287  criterion 21.01948
Sum squared resid 9.29E+08 Schwarz criterion  21.67337
Hannan-Quinn

Log likelihood -301.2922  criter. 21.22866
F-statistic 67.87185 Durbin-Watson stat 2.083773
Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model
selection.
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ARDL Error Correction Regression

Dependent Variable: D(FDI)

Selected Model: ARDL(1,1,0,1,1,1,0,0,0)
Case 2: Restricted Constant and No Trend

Date: 08/26/22 Time: 19:43
Sample: 1989 2019
Included observations: 30

ECM Regression

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic ~ Prob.
D(M2) 0.039722 0.007572 5.245965  0.0001
D(GDP) 0.302756  0.039681 7.629803  0.0000
D(INFLATION) 153.9594 242.2619 0.635508  0.5341
D(NET_EXPORTS) -90.82762 34.32968 -2.645746 0.0176
CointEq(-1)* -0.652587 0.071872 -9.079804  0.0000
R-squared 0.863061 Mean dependent var 4774.937
Adjusted R-squared 0.841150 S.D. dependent var  15293.64
S.E. of regression  6095.429 Akaike info criterion 20.41948
Sum squared resid  9.29E+08 Schwarz criterion 20.65301
Log likelihood -301.2922 Hannan-Quinn criter. 20.49419

Durbin-Watson stat 2.083773

* p-value incompatible with t-Bounds distribution.
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(2)
F-statistic 5276341 10% 1.85 2.85
Kk 8 5% 2.11 3.15
2.5% 2.33 3.42
1% 2.62 3.77
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Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 1 lag

F-statistic 0.061444  Prob. F(1,15) 0.8076
Obs*R-squared  0.122386  Prob. Chi-Square(1) 0.7265
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1.215205  Prob. F(13,16) 0.3512
Obs*R-squared 14.90455  Prob. Chi-Square(13) 0.3133
Scaled explained SS 3.413902  Prob. Chi-Square(13) 0.9960
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Series: Residuals
Sample 1990 2019

Observations 30
Mean 2.24e-11
Median -40.39380
Maximum 13196.75
Minimum -11832.91
Std. Dev. 5659.464
Skewness 0.231293
. .. Kurtosis 2.610515
- Jarque-Bera  0.457105
10000 -5000 5000 10000 15000 | Probability ~ 0.7956850
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84.6 11.21 148,108.7 3.39 (0.12) 3.4 15.17 | 1994
79.8 9.90 162,766.3 3.39 (0.11) 3.4 ] 13.50 | 1995
78.6 10.84 180,403.5 3.39 (0.02) 3.4 13.25 | 1996
75.2 10.77 199,836.5 3.39 (0.06) 3.4 | 12.50 | 1997
77.0 10.78 221,371.7 3.39 (0.04) 3.4 12.00 | 1998
76.0 5.66 233,909.4 3.40 - 3.4 12.00 | 1999
76.7 11.58 260,999.2 3.47 - 3.5 12.00 | 2000
82.4 13.22 295,490.9 3.97 (0.06) 4.0 11.25 | 2001
87.8 12.63 332,812.5 4.50 (0.11) 4.5 10.00 | 2002
96.7 21.28 403,634.2 5.85 - 5.9 10.00 | 2003
96.7 16.24 469,181.4 6.20 - 6.2 10.00 | 2004
97.1 11.49 523,087.3 5.78 - 5.8 10.00 | 2005
97.4 15.00 601,561.4 5.73 (0.10) 5.7 9.00 | 2006
96.2 19.11 716,545.4 5.64 - 5.6 9.00 | 2007
88.4 10.48 791,660.1 5.43 0.20 5.4 10.83 | 2008
83.2 9.47 866,650.8 5.54 (0.12) 5.5 9.50 | 2009
80.7 12.42 974,275.9 5.62 - 5.6 9.50 | 2010
75.8 6.66 1,039,210.3 5.93 - 5.9 9.50 | 2011
69.7 12.35 1,167,524.8 6.06 - 6.1 9.50 | 2012
74.6 18.89 1,388,078.6 6.87 - 6.9 9.50 | 2013
75.4 15.77 1,606,928.4 7.08 0.03 7.1 9.75 | 2014
78.0 18.60 1,905,896.9 7.69 (0.03) 7.7 9.50 | 2015
98.1 39.51 2,658,900.4 10.03 0.36 10.0 12.92 | 2016
92.3 20.45 3,202,658.6 17.78 0.41 17.8 18.25 | 2017
81.8 13.30 3,628,680.8 17.77 (0.03) 17.8 17.75 | 2018
77.2 13.28 4,110,515.5 16.77 (0.19) 16.8 14.38 | 2019

(https://data.albankaldawli.org/ ) (Asa il clily 31013 ; jraal)
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(83,749.1) 0 BIf on| 49| 10562519 23| 19,2787 1989

0.004 | (84,0852 0 177] 11| 57| 11161100 31| 19,8828 1990
(0.010)|  (83,265.3) 0 161 32| 11| 11286707 (11| 19,654.8 |1991
(0.229)[  (64,176.9) 0 184 17| 45| 11791546( 23| 20,099.2 |1992
0.208 | (833144) 0 84| 91| 29| 12133594| 08| 20,2630 /1993
0.021 | (85032 0 84| 74| 40| 12615683| 19| 20,649.0 [1994
(0.039)|  (8L749.8) 0 114 46| 46| 13201361 26| 2117841995
(0.066)|  (76,316.9) 0 71| 79| 50| 13859941| 29| 21,7918 [1996
0.145 | (87,4139 0 99| 36| 55| 14621178| 34| 2253151997
0073 | (93834 0 6601 24| 104| 56| 15436381| 35| 23317.7[1998
0.169 | (109721.7) 72.67] 113082 09| 19| 61| 1637,08L.3| 40| 24,2475 ]1999
0007 | (uodsan| -37.21] 71574 39| 89| 64| 17413635[ 43| 252989 2000
(0.062)| (103,629.0)| -3153[ 490.05 19| 12| 35| 1802951| 16| 25700.0 [2001
(0.002)| (103387.0)]  057| 49285 32 103| 24| 18460186| 05| 258238 [2002
(0.155)[  (87,412.4)| 134.46] 1,155.53 68 63| 32| 19049704| 13| 26,157.8 {2003
0027 |  (898156) 12223 256799  117{ 15| 41| 19829232| 22| 2673412004
0.318 |  (118332.4) 146.29| 6,324.70 62| 65| 45| 20715944| 26| 27,4298 [005
0208 | (1453100 1026 697341 74| 49| 68| 22133710 50| 28792.3 [2006
0397 | (2029785)| 51.20]1054974] 126 | (0 71| 23702509 52| 30,297.7 [2007
0220 | (247618.0) -56.43| 45949 122 | 01| 72| 25398728[ 53| 318935 [2008
(0.240)| (187,971.0)] 3508) 6208.77] 12| 07| 47| 26585763 27 [ 32,767.4]2009
(0.035)| (181,347.1)| 1503[ 714214 101| 08| 51| 27954194| 31| 33776.9 2010
0233 | (2236046)| -49.28] 362235  11.7| (06)| 18| 28447466| (04)| 336540 [2011
0332 | (297,7882) 50.80| 546242 195| (63)[ 22| 29080764 [ (0.0)| 33649.6 [2012
(0.043)| (284,891.2)| 24.17| 6,782.84 87 33| 22| 29716314| (0.0)] 3361402013
0152 | (3282229) 3161| 892658 12| 04| 29| 30582815 06| 3382132014
0.020 | (334785.0)[ -21.52| 7,006.01 99| 15| 44| 31910902| 21| 345204 [2015
0111  (371811.3)] 76.20| 12,344.89 62| 69| 43| 33307346| 21| 352656 [2016
0259 | (468,2000)( 21.66(15019.04] 229 | (39| 42 34700000| 20| 359800 [2017
(0.140)| (402,800.0)| -1321{13035.77) 214 | (26)| 53| 36544000| 32| 37,1293 [2018
(0.209)| (318500.0)]  7.10{1396156| 136 | 22| 56| 38575000| 35| 384259 [2019
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- - - 0.001 - 1,063.9 1,227.5 ]1989
0.000 23.25 15.0 0.001 0.05 1,119.1 722.0 11990
0.000 1.83 65.90 21.0 0.001 (0.46) 599.4 191.0 |1991
0.000 | (0.70) 19.93 6.0 0.001 1.52 1511.4 455.0 11992
0.000 | (0.33) 13.41 4.0 0.001 0.09 1,652.8 493.0 ]1993
0.000 | (0.24) 10.16 3.0 0.003 1.48 4,106.2 1,213.0 ]1994
0.000 5.68 67.84 20.0 0.001 (0.58) 1,713.1 505.0 ]1995
0.001] 26.24 1,848.36 545.0 0.002 0.25 2,140.0 631.0 |1996
0.002 0.50 2,763.53 815.5 0.002 0.21 2,580.0 761.4 1997
©.000)| 74| (2,032.80)] (600.0)] 0.002] 0.35 3,493.0 1,031.0 [1998
0.001 ] (1.99) 2,021.19 595.3 0.002 (0.00) 3,489.6 1,027.8 ]1999
0.001 | (0.54) 923.57 266.0 0.002 0.18 4,110.9 1,184.0 |2000
0.003 5.29 5,805.74 1,461.3 0.001 (0.52) 1,976.6 497.5 ]2001
©.002) | @53 30485 (6775 0.002] 041 2,785.7 619.1 [2002
0.000)| (0.92) (251.00) @29 0001 (54 12679 216.7 |2003
0.001 ] (6.90) 1,480.28 238.9 0.003 4.35 6,781.2 1,094.4 ]2004
0.010] 1254 20,042.15 3,468.2 0.015 3.50 30,533.0 5,283.6 |2005
0.002) | @20 @01550)] (700.4) 0026 086 ] 56,7262 9,894.4 [2006
(0.008) 4.02 | (20,140.48)| (3,573.9)| 0.026 0.08 61,501.2 10,913.3 |2007
©.016)| 106| (41,557.00)] (7,649.7)] 0.016| (0.33)] 41,1479 7,574.4 [2008
©0.000) ]| 093] 292253 (527.1)] 0.013] (©17)] 34,0458 6,140.4 [2009
0.021 | (21.09) 58,703.77 | 10,441.9 0.010 (0.14) 29,290.9 5,210.1 2010
0.022) [ 2.08)] (63,194.11)[ (10,651.6)] (0.002) | (122  (6,574.8)] (1,208.2)[o012
©.004) | 0.8)] a1,831.72)] @,953.7)] 0.005| (3.38)] 15,664.6 2,586.6 [2012
0.007 | (2.75)| 20,702.35 3,013.3 0.009 0.71 26,733.8 3,891.2 J2013
0.005) | @72 (14,945.08)] (2,111.6)] 0.010] 015| 30,8548 4,359.5 [2014
0.000 | (1.04) 548.39 71.3 0.016 0.68 51,866.0 6,743.5 |2015
0.002 | 12.46 7,379.70 736.1 0.024 0.53 79,202.7 7,900.2 ]2016
0.122 | 56.57 | 424,822.95 | 23,889.9 0.037 0.62 128,206.7 7,209.7 12017
(0.009)| (1.08)| (33,947.98)| (1,910.7)] 0.038 0.08 | 138,901.3 7,817.8 12018
0.045] (6.16)] 175,326.54 | 10,454.4 0.037 0.04 144,312.0 8,605.1 12019

(https://data.albankaldawli.org/ ) (Asa il clily 31013 ; juaal)

v




