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Summary:

It hase resolved a lot of developing countries position of foreign investment during the seventies
and eighties of the last century, After that they considered it a glance of suspicion and refusal to associate
with colonial phase, outlook gradually turned to welcome it, they amended their laws and legislations issued
and provided all the facilities to attract investment, This is because developing countries in general and the
Arab countries, especially realized the importance of foreign investment in accelerating the pace of
economic development, As shrinking the gap between domestic savings and the size of the investment
required.

Capital flows take three main forms they are: foreign direct investment, portfolio investment and
capital flows in the tools non-tradable, What concerns us in this paper is on portfolio investment which
related to the stock market, Which is often a short-term investment and is characterized by instability
because the speculative element has entered in it to become a hot funds affect the economic stability,
Especially in the light of the abolition of restrictions on foreign investment in the stock market, there for it
will prepare for foreigners to play a destructive role in those prices, in order to reap profits by violent
movements of currencies and prices, which is what happened in the Southeast Asian crisis 1997.

The Arab bourses have done lately legislative and regulatory reforms in the nineties of the last
century, Coinciding with the signing of the GATT agreements and the subsequent agreement liberalizing
trade in financial services, where these stock-exchanges have become more opening to foreign investment.
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