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Abstract:

This study aims at measuring and analyzing the relationship between foreign direct
investment in Algeria and its set of seven factors: exchange rate, GDP, economic openness
index, exports and imports, inflation rates, unemployment and interest rates. from 1990 to 2014.

The study included multiple regression analysis using the SPSS statistical program and the
EVIEWS program, and the use of the lower squares method to predict the econometric model
and thus to explain the relationship between the variables of the study.

Finally this study presented some recommendations, namely the need to raise the gross
domestic product (GDP), which is the most influential factor in Algerian foreign direct
investment, by reducing consumption and government spending, and the need for more
effective export guidance in addition to foreign trade and foreign investment.

Key words: foreign investment climate, determinants of foreign investment,
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Dependent Variable: @LOG10(FDI)

Method: Least Squares

Date: 12/06M15 Time: 20:29

Sample: 1990 2014

Included observations: 25

HAC standard errors & covariance (Prewhitening with lags = 2 from AIC
maxlags = 2, Bartlett kernel, Mewey-West fixed bandwidth = 3.0000)

Variable Coefficient Std. Error t-Statistic Prob.

@LOG10(GDP) 0687332 0276776 2483351 0.0245

@LOG10{M) -10.59341 2 344246 -4.521031 0.0003

@LOG100) T.B70235 2174002 3620160 0.0023

| 0.066578 0.012349 5.391297 0.0001

L -0.183438 0.034925 -5.252264 0.0001

I 0.013788 0.006419 2148096 0.0474

il -2.6f 085 2067114 -1.297502 0.2129

EX 0.066224 0.014832 4. 464892 0.0004

C 17.520458 4 648602 3768979 0.0017

R-squared 0.814001 Mean dependent var 4 034907

Adjusted R-squared 0721002 3S.D. dependentvar 1.690907

S.E. of regression 0.893142 Akaike info criterion 2885570

Sum squared resid 1276323 Schwarz criterion 3.324365

Log likelinood -27.06962 Hannan-Cluinn criter. 3007273

F-statistic 8752766 Durbin-Watson stat 1.402791
Prob{F-statistic) 0.000138
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LOG10FDI) = 0.68*LOG10(GDP) - 10.59*LOG10M, +
7.87"LOG10X) +

(2.48) (—4.52) (
3.62
0.066176*I — 0.18*L + 0.013*IN + 2.682*OI + 0.0662*EX + 17.52
5.39) (-5.25) (2.14, -1.29 4.46) 3.76)
R=0.81 R2=0.72
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Date: 12/06M5 Time: 20:46

Sample: 1990 2014

Included observations: 25

Autocorrelation Partial Caorrelation AC PAC O-3tat  Prob

1 /! 1 /! 1 0280 0280 22040 0138
[ 1 1 O 1 2 -0.100 -0.194 248987 0.287
1 O 1 1 O 1 3 -0270 -0.205 472893 0.183
- 1 1 O 1 4 -0.317 -0.227 7.9585 0.083
- 1 1 O 1 5 -0.315 -0.283 11.314 0.045
1 1 1 1 & -0.006 0007 11.316 0.079
1 1 1 O 1 7 -0.00F7 -0.264 11.318 0.125
1 | - 1O 1 8 0064 -0.118 11.480 0176
(I 1 I 1 9 -0.041 -0.332 11.553 0.240
1 1 | — 1 10 -0.073 -0.347 11.792 0.298
1 . 1 1 a1 11 0.239 0131 14544 0204
1 /1 1 1 12 0.290 -0.076 18.910 0.091
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.068083 Prob. F(2,14) 0.3701
Obs*R-squared 3.309592 Prob. Chi-Square(2) 01911

igsiall yie OY I3y 3l LUV S e O L) LR S T

gl elan Y Ol ol B s o1 0,05 1 50

(AW Jpadd 3 enge el ARCH Lz plaseaal ¢ :opld) ol alea-o

Heteroskedasticity Test: ARCH

F-statistic 1.697424 Prob. F{1,22) 0.2061
Obs*R-squared 1.719097  Prob. Chi-Square(1) 0.1893
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Pairwise Granger Causality Tests
Drate: 12/09/M15 Time: 09:20
Sample: 1990 2014
Lags: 2
Mull Hypothesis: Obs F-Statistic Frob.
LGDF does not Granger Cause LFDI 23 002755 0.8729
LFDI does not Granger Cause LGDP 001483 0.9853
LM does not Granger Cause LFDI 23 3 506577 0.0518
LFDI does not Granger Cause LM 3.23300 0.0632
L¥ does not Granger Cause LFDI 23 4 87719 0.0203
LFDOH does not Granger Cause Lx 0.60396 05574
O does not Granger Cause LFDH 23 1.72912 0.2056
LFDI does not Granger Cause Ol 058286 0.5685
L does not Granger Cause LFDI 23 007677 0.9264
LFDI does not Granger Cause L 228664 0.1303
IM does not Granger Cause LFDI 23 0.92707 0.4138
LFDI does not Granger Cause 1M 1. 71101 0.2088
| does not Granger Cause LFDI 23 0.92960 0.4129
LFDI does not Granger Cause | 1.87049 0.1828
EX does not Granger Cause LFDI 23 9 228952 0.0017
LFDI does not Granger Cause EX 2 65144 0.0879
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