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Abstract:

This study aims to show the impact of the macroeconomic variables on attracting FDI
inflows in Algeria during the period of (1990-2019), through analysis and measurement using
the ARDL method, The analytical study concluded that FDI inflows in Algeria have
witnessed an increasing growth since the beginning of 1990's, However, that remains weak
compared to the qualifications and potentials that Algeria abounds in, where most of the
received foreign investments are localised in the hydrocarbon sector, which is the most
important field for this kind of investments in Algeria. The standard results concluded that
there is a long-term equilibrium relationship between the macroeconomic variables included
in the model (Gross domestic product, Exchange rate, Degree of trade openness, Monetary
mass) and FDI inflows inward in Algeria during of the study period. As for the estimation of
the long term relationship, the study concluded that there was a positive and significant
relationship between each of the exchange rate, Degree of trade openness, monetary mass and
incoming FDI inflows, with the exception of the gross domestic product, As for the short
term, the positive and significant effect of exchange rate was only witnessed on FDI inflows
in Algeria during the study period.

keyword: FDI; gross domestic product ; exchange rate; monetary mass; Degree of trade
openness; ARDL; Algeria
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(%) GDPG GDP oisdl | (Ye) GDPG GDP g
5.9 103.20 2005 0.8 62.04 1990
1.7 117.02 2006 12 45.71 1991
3.4 134.89 2007 1.8 48 1992
2.4 171 2008 2.1 49.94 1993
1.6 137.21 2009 -0.9 42.54 1994
3.6 161.20 2010 3.8 41.76 1995
2.9 200.01 2011 4.1 46.94 1996
3.4 209.06 2012 1.1 48.17 1997
2.8 209.75 2013 5.1 48.18 1998
3.8 213.81 2014 3.2 48.64 1999
3.7 165.97 2015 3.8 54.79 2000
3.2 160.03 2016 3 54.74 2001
1.3 170.09 2017 5.6 56.76 2002
1.4 174.91 2018 7.2 67.87 2003

1 171.76 2019 43 85.32 2004

Source:databank.albankaldawli.org/reports.aspx?source=2&contry=DZA,15/10/2020, 19:47".
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1999 1998 | 1997 | 1996 | 1995 | 1994 | 1993 1992 | 1991 | 1990 | wisudt
66.6 58.7 57.7 54.7 47.7 35.1 23.3 21.8 18.5 9 EXC
2009 2008 | 2007 | 2006 | 2005 | 2004 | 2003 | 2002 | 2001 | 2000 | <isdt
72.6 64.6 69.3 72.6 73.3 72.1 77.4 79.7 77.2 75.3 | EXC
2019 2018 | 2017 | 2016 | 2015 | 2014 | 2013 | 2012 | 2011 | 2010 | oisdt
119.3 | 116.6 111 109.4 | 100.7 | 80.6 79.4 77.5 72.9 74.4 | EXC
5
Source:databank.albankaldawli.org/reports.aspx?source=2&contry=DZA, 18/04/2020, 19:45".
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Aol B S SIS slogl Jo o G JlesYl by
(2019-1990) 30 I 131 & Ludd) A yahas Jodd st Qb
(2019-1990) s I3l= g4 (3 M2 ol Lgosgin i) Sl o8 pshas ez LIkl Joud

(2019-1990) 50 Js 31 & M2 apuadt 1Sl 4é ylas :(03-04) o3, Jpus

1999 | 1998 | 1997 | 1996 | 1995 | 1994 | 1993 | 1992 | 1991 | 1990 | oisdt

13.94 | 19.57 | 1825 | 14.64 | 9.46 157 | 7.29 | 31.27 | 20.8 | 11.41 | s
FONER]
% M2

2009 | 2008 | 2007 | 2006 | 2005 | 2004 | 2003 | 2002 | 2001 | 2000 | gt

4.84 | 16.04 | 23.09 | 19.64 | 11.69 | 10.45 | 16.3 | 18.05 | 54.05 | 14.13 | w4
gkl
% M2

2019 | 2018 | 2017 | 2016 | 2015 | 2014 | 2013 | 2012 | 2011 | 2010 | cigdt

0.75- | 11.1 | 838 | 0.81 | 029 | 1442 | 84 | 1093 | 199 | 13.54 | aush &
gkl
% M2

syl
2021 2015 2014 2008 wiged aslasy) e wbadl A el @ le slazeVL =

- databank.albankaldawli.org/reports.aspx?source=2&contry=DZA,11/05/2021, 22:49".
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AIC :Akaike Information Criterion.
SBC: Schwarz Bayesian Criterion.

HG: Hannan-Quinn.
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(0.00) (0.03) (0.00) (0.00) (0.00) (0.00)
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F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000
F-statistic 5.031623 10% 2.2 3.09
K 4 5% 2.56 3.49
2.5% 2.88 3.87
1% 3.29 4.37
Finite Sample:
Actual Sample Size 29 n=35

10% 2.46 3.46
5% 2.947 4.088
1% 4.093 5.532

Finite Sample:

n=30
10% 2.525 3.56
5% 3.058 4.223
1% 4.28 5.84
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Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
GDPG 0.022890 0.051040 0.448479 0.6584
EXC 0.015986 0.006839 2.337596 0.0294
OPEN 0.027890 0.012850 2.170448 0.0416
M2 0.025981 0.009767 2.660106 0.0146
C -1.070811 0.803276 -1.333054 0.1968

EC = FDI - (0.0229*GDPG + 0.0160*EXC + 0.0279*OPEN + 0.0260*M2

-1.0708)
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ARDL Error Correction Regression
Dependent Variable: D(FDI)

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

Case 2: Restricted Constant and No Trend
Date: 08/31/22 Time: 00:41

Sample: 1990 2019

Included observations: 29

ECM Regression

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(EXC) 0.006542 0.002571 2.544673 0.0189
D(OPEN) -0.011628 0.016293 -0.713659 0.4833
CointEq (-1)* -0.873374 0.142854 -6.113736 0.0000
R-squared 0.620210 Mean dependent var 0.027914
Adjusted R-squared 0.590995 S.D. dependent var 0.559040
S.E. of regression 0.357525 Akaike info criterion 0.878476
Sum squared resid 3.323434 Schwarz criterion 1.019921
Log likelihood -9.737909 Hannan-Quinn criter. 0.922775
Durbin-Watson stat 2.033852

* p-value incompatible with t-Bounds distribution.
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic

Obs*R-squared

0.116831 Prob. F(2,19) 0.8904

0.352310 Prob. Chi-Square(2) 0.8385

Test Equation:

Dependent Variable: RESID
Method: ARDL
Date: 08/31/22 Time: 00:42

Sample: 1991 2019

Included observations: 29

Presample missing value lagged residuals set to zero.
Date: 08/31/22 Time: 00:44

Sample: 1990 2019
Included observations: 29

Autocorrelation Partial Correlation AC PAC Q-Stat Prob*

= §

OfNo |

o

1 0201 0.201 1.3021 0254
2 -0.155 -0.204 2.1054 0.349
3 -0.030 0.053 2.1375 0544
4 -0.100 -0.149 25002 0.645
5 -0.040 0.026 25588 0.768
6 0.238 0.220 47764 0573
7 0196 0.095 6.3459 0.500
8 -0.095 -0.103 6.7283 0.566
9 -0.082 -0.001 7.0300 0.634
10 -0.100 -0.097 7.5038 0.677
11 -0.128 -0.062 8.3159 0.685
12 0.018 -0.024 8.3327 0.759

DD'—'

*Probabilities may not be valid for this equation specification.
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Heteroskedasticity Test: ARCH

F-statistic 1.114488 Prob. F(1,26) 0.3008

Obs*R-squared 1.150885 Prob. Chi-Square(1) 0.2834
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14
Series: Residuals
12 | Sample 1991 2019
Observations 29
10 |
Mean -3.01e-16
g Median 0.056041
Maximum 0.708975
6 | Minimum -0.932651
Std. Dev. 0.344520
4 | Skewness -0.111010
Kurtosis 3.967361
2
Jarque-Bera  1.190305
0 Probability 0.551479

.00 075 050 -0.25 0.00 025 050 075
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1030.5 2005 11.2 1990
1186.8 2006 10.7 1991
579.3 2007 7.6 1992
935.3 2008 70.4- 1993
570.3- 2009 27.7- 1994
74- 2010 11.9 1995
63.5- 2011 100.2- 1996
718.8- 2012 81.4 1997
151.2- 2013 101.1- 1998
1257.3- 2014 15- 1999
2553.2- 2015 400- 2000
2187.3- 2016 168.9 2001
1234.8- 2017 52.4 2002
905.2- 2018 200.2 2003
1123.9- 2019 337.9 2004
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48.38 62.04 15.47 14.55 1990
52.72 45.71 10.79 13.31 1991
49.19 48.00 11.46 12.15 1992
44.92 49.95 11.56 10.88 1993
48.58 42.54 11.08 09.58 1994
55.19 41.76 12.11 10.94 1995
53.71 46.94 11.24 13.97 1996
52.24 48.17 10.28 14.89 1997
45.09 48.18 10.85 10.88 1998
50.93 48.64 11.08 13.69 1999
62.86 54.79 11.39 23.05 2000
58.71 54.74 12.05 20.08 2001
61.13 56.76 14.54 20.15 2002
62.12 67.86 16.20 25.95 2003
65.70 85.33 21.89 34.17 2004
71.28 103.20 24.84 48.71 2005
70.73 117.03 25.65 57.12 2006
71.94 134.98 33.57 63.53 2007
76.68 171.00 49.10 82.04 2008
71.32 137.21 49.33 48.53 2009
69.87 161.20 50.65 61.97 2010
67.47 200.02 57.38 77.58 2011
65.40 209.06 59.61 77.12 2012
63.61 209.75 63.76 69.66 2013
62.41 231.81 68.26 65.18 2014
59.70 165.97 60.62 38.46 2015
55.93 160.03 56.09 33.40 2016
55.32 170.09 55.60 38.50 2017
58.07 174.91 56.32 45.24 2018
51.84 171.76 50.03 39.02 2019

Source:databank.albankaldawli.org/reports.aspx?source=2&contry=DZA,11/10/2021, 20:50
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UNIT ROOT
TEST
TABLE (PP)
At Level
FDI GDPG EXC OPEN M2
With
Constant t-Statistic -2.6070 -3.1737 -4.6553 -1.5508 -4.1743
Prob. 0.1031 0.0321 0.0009 0.4942 0.0030
no *% *k%k no *kk
With
Constant &
Trend t-Statistic -2.5640 -3.1488 -5.6853 -0.5770 -5.0231
Prob. 0.2979 0.1144 0.0004 0.9729 0.0018
no no *kk no *kk
Without
Constant &
Trend t-Statistic -1.1558 -1.5015 -3.9009 -0.0432 -2.0843
Prob. 0.2200 0.1225 0.0003 0.6601 0.0376
n0 n0 Fohk n0 *x
At First Difference
d(FDI) d(GDPG) d(EXC) d(OPEN) d(M2)
With
Constant t-Statistic -8.1395 -9.4042 -13.1083 -4.9543 -17.5444
Prob. 0.0000 0.0000 0.0000 0.0004 0.0001
*kk *kk *kk *kk *kk
With
Constant &
Trend t-Statistic -11.0144 -18.0031 -30.5627 -5.1496 -19.7699
Prob. 0.0000 0.0000 0.0000 0.0014 0.0000
*kk *kk *kk *kk *kk
Without
Constant &
Trend t-Statistic -7.9166 -9.5679 -12.5893 -5.0759 -14.8705
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000
*kk *kk *kk *kk *kk
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UNIT ROOT TEST TABLE (ADF)
At Level
FDI GDPG EXC OPEN M2
With
Constant t-Statistic -2.7456 -3.2562 -4.5337 -1.5218 -4.1691
Prob. 0.0788 0.0267 0.0012 0.5086 0.0030
* *% *k%k no *kk
With
Constant &
Trend t-Statistic -2.7004 -3.1472 -5.6765 -0.8419 -5.0331
Prob. 0.2436 0.1148 0.0004 0.9495 0.0018
no no *%%k no *kk
Without
Constant &
Trend t-Statistic -1.3247 -0.9842 -3.8367 -0.0691 -2.0843
Prob. 0.1672 0.2832 0.0004 0.6513 0.0376
n0 n0 rxk n0 *x
At First Difference
d(FDI) d(GDPG) d(EXC) d(OPEN) d(M2)
With
Constant t-Statistic -7.0495 -8.6698 -11.5334 -4.9706 -6.4033
Prob. 0.0000 0.0000 0.0000 0.0004 0.0000
*kk *kk *kk *%kk *kk
With
Constant &
Trend t-Statistic -5.7109 -8.8671 -4.5432 -5.1357 -6.2651
Prob. 0.0004 0.0000 0.0069 0.0015 0.0001
*kk *kk *kk *kk *kk
Without
Constant &
Trend t-Statistic -7.1568 -8.8233 -11.5238 -5.0851 -6.4587
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000
*kk *kk *kk *kk *kk
Notes: (*) Significant at the 10%; (**) Significant at the 5%; (***) Significant at the 1%. and (no) Not Significant
*MacKinnon (1996) one-sided p-values.
This Result is The Out-Put of Program Has Developed By:
Dr. Imadeddin AlMosabbeh
College of Business and Economics
Qassim University-KSA
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(FDI)

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

Case 2: Restricted Constant and No Trend
Date: 08/31/22 Time: 00:41

Sample: 1990 2019

Included observations: 29

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C -0.935219 0.719664 -1.299520 0.2079
FDI (-1)* -0.873374 0.183050 -4.771238 0.0001
GDPG** 0.019992 0.045448 0.439890 0.6645
EXC (-1) 0.013962 0.006607 2.113274 0.0467
OPEN (-1) 0.024358 0.012316 1.977695 0.0612
M2** 0.022691 0.007587 2.990955 0.0070
D(EXC) 0.006542 0.004591 1.424907 0.1689
D(OPEN) -0.011628 0.020024 -0.580709 0.5676
* P-value incompatible with t-Bounds distribution.
** Variable interpreted as Z = Z (-1) + D (2).
Levels Equation
Case 2: Restricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
GDPG 0.022890 0.051040 0.448479 0.6584
EXC 0.015986 0.006839 2.337596 0.0294
OPEN 0.027890 0.012850 2.170448 0.0416
M2 0.025981 0.009767 2.660106 0.0146
C -1.070811 0.803276 -1.333054 0.1968
EC = FDI - (0.0229*GDPG + 0.0160*EXC + 0.0279*OPEN + 0.0260*M2
-1.0708)
F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic:
n=1000
F-statistic 5.031623 10% 2.2 3.09
K 4 5% 2.56 3.49
2.5% 2.88 3.87
1% 3.29 4.37
Finite Sample:
Actual Sample Size 29 n=35
10% 2.46 3.46
5% 2.947 4.088
1% 4.093 5.532
Finite Sample:
n=30
10% 2.525 3.56
5% 3.058 4.223
1% 4.28 5.84
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ARDL Error Correction Regression
Dependent Variable: D(FDI)

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

Case 2: Restricted Constant and No Trend
Date: 08/31/22 Time: 00:41

Sample: 1990 2019

Included observations: 29

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(EXC) 0.006542 0.002571 2.544673 0.0189
D(OPEN) -0.011628 0.016293 -0.713659 0.4833
CointEq (-1)* -0.873374 0.142854 -6.113736 0.0000
R-squared 0.620210 Mean dependent var 0.027914
Adjusted R-squared 0.590995 S.D. dependent var 0.559040
S.E. of regression 0.357525 Akaike info criterion 0.878476
Sum squared resid 3.323434 Schwarz criterion 1.019921
Log likelihood -9.737909 Hannan-Quinn criter. 0.922775
Durbin-Watson stat 2.033852

* P-value incompatible with t-Bounds distribution.

S
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.116831 Prob. F(2,19) 0.8904
Obs*R-squared 0.352310 Prob. Chi-Square(2) 0.8385
Test Equation:
Dependent Variable: RESID
Method: ARDL
Date: 08/31/22 Time: 00:42
Sample: 1991 2019
Included observations: 29
Presample missing value lagged residuals set to zero.
Variable Coefficient Std. Error t-Statistic Prob.
FDI (-1) 0.068431 0.299189 0.228722 0.8215
GDPG -0.004885 0.048956 -0.099779 0.9216
EXC 0.000176 0.004890 0.035976 0.9717
EXC (-1) -0.000406 0.004893 -0.082887 0.9348
OPEN 0.000868 0.021167 0.041022 0.9677
OPEN (-1) -0.002973 0.021607 -0.137589 0.8920
M2 0.001473 0.008532 0.172706 0.8647
C 0.055999 0.776385 0.072128 0.9433
RESID (-1) -0.104486 0.375816 -0.278026 0.7840
RESID (-2) -0.114936 0.253340 -0.453681 0.6552
R-squared 0.012149 Mean dependent var -3.01E-16
Adjusted R-squared -0.455781 S.D. dependent var 0.344520
S.E. of regression 0.415683 Akaike info criterion 1.349012
Sum squared resid 3.283059 Schwarz criterion 1.820493
Log likelihood -9.560675 Hannan-Quinn criter. 1.496674
F-statistic 0.025963 Durbin-Watson stat 1.978622
Prob(F-statistic) 0.999998
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Heteroskedasticity Test: ARCH

F-statistic 1.114488
Obs*R-squared 1.150885

Prob. F(1,26) 0.3008
Prob. Chi-Square(1) 0.2834

Test Equation:

Dependent Variable: RESID/2
Method: Least Squares

Date: 08/31/22 Time: 00:42
Sample (adjusted): 1992 2019

Included observations: 28 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
C 0.094796 0.044456 2.132351 0.0426
RESID"2(-1) 0.202138 0.191474 1.055693 0.3008
R-squared 0.041103 Mean dependent var 0.118495
Adjusted R-squared 0.004222 S.D. dependent var 0.203476
S.E. of regression 0.203046 Akaike info criterion -0.282021
Sum squared resid 1.071918 Schwarz criterion -0.186863
Log likelihood 5.948290 Hannan-Quinn criter. -0.252930
F-statistic 1.114488 Durbin-Watson stat 1.923325
Prob (F-statistic) 0.300820
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