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Abstract:
This study aims to determine the extent of the impact of foreign capital flows in their four forms
¢ (foreign direct investment, foreign loans, immigrant remittances, foreign aid) on foreign exchange reserves i
i in Algeria through an econometric study of annual data for the period 1990-2020 using the OLS method, co-
i integration test, the directed error correction mode and Granger causality test.
i The results showed that there is a relationship in the long and short term between foreign capital flows and
i foreign exchange reserves in Algeria, as well as a significant and strong impact of foreign loans and foreign
i direct investment on foreign exchange reserves, and the lack of influence for immigrant remittances and :
i foreign aid. In terms of causality, the results showed that only foreign loans and immigrant remittances :
i cause changes in Algeria's foreign exchange reserves. :
i Keywords: Foreign capital flows, Foreign direct investment, Foreign loans, Immigrant remittances, Foreign ;

aid, Foreign exchange reserves.
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ADF i O i
03&}}«.\]\ OZCJ}QJ‘ 01 C:}Q'J‘
(None) (Trend and intercept) (Intercept)
5.211703- 5.090345- 5.173933- & gl Resid
sl
(0.0000) (0.0016) (0.0002) -
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VAR Lag Order Selection Criteria

Endogenous variables: LRES LFDI LFC LAID LREM
Exogenous variables: C

Date: 08/06/22 Time: 00:31

Sample: 1990 2020

Included observations: 26

Lag LogL LR FPE AIC

sc HQ

0 -159.3442 NA 0.212814 12.64186 12.88380 12.71153

1 -77.20249 126.3718* 0.002737 8.246345 9.697995* 8.664368*
2 -47.82443 33.89776 0.002488* 7.909572* 10.57093 8.675946

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Unrestricted Cointegration Rank Test (Trace)
Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.985846 204.9024 88.80380 0.0000
At most 1 * 0.830839 102.7170 63.87610 0.0000
At most 2 * 0.811838 60.07133 42.91525 0.0004
At most 3 0.485278 19.98048 25.87211 0.2269
At most 4 0.154977 4.041383 12.51798 0.7361
Trace test indicates 3 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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Dependent Variable: LRES
Method: Least Squares
Date: 08/06/22 Time: 00:26
Sample: 1990 2020
Included observations: 30
Variable Coefficient Std. Error t-Statistic Prob.
LFDI 0.101906 0.030502 3.340950 0.0026
LAID -0.109028 0.424613 -0.256770 0.7995
LFC -1.298440 0.187696 -6.917786 0.0000
LREM -0.171282 0.127728 -1.340993 0.1920
C 6.755907 0.956810 7.060867 0.0000
R-squared 0.869406 Mean dependent var 3.458560
IAdjusted R-squared 0.848511 S.D. dependent var 1.522082
S.E. of regression 0.592419 Akaike info criterion 1.941806
Sum squared resid 8.774000 Schwarz criterion 2.175339
Log likelihood -24.12709 Hannan-Quinn criter. 2.016515
F-statistic 41.60821 Durbin-Watson stat 0.712337
Prob(F-statistic) 0.000000

Eviews 06 ol 2 : yuall

U Banal) iy LY Wsles L EVIEWS maby oz I35
L (RES) = 0.101906301542*L (FDI) - 0.109027942907*L (AID)
- 1.29843954969*L (FC) - 0.171282427566*L (REM) + 6.75590700761
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 1.627086 Prob. F(4,25) 0.1986)

Obs*R-squared 6.196781 Prob. Chi-Square(4) 0.1849

Scaled explained SS 3.253437 Prob. Chi-Square(4) 0.5163
EVIEWS06o 2wl

pdall 2 Jgui) Ll L2 D0 05 agiall ssms o 1T 29 019 (golos 28 Al 0L bl O3 pae jlas) ey
AL 3l (3 Jasall ekl s s ol sl
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 13.07819 Prob. F(1,24) 0.0014
Obs*R-squared 10.58158 Prob. Chi-Square(1) 0.0011
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Series: Residuals
7 Sample 1990 2020
Observations 30

Mean -4.44e-16
5 | Median 0.034619

Maximum 1.145584
4 Minimum -1.029858

Std. Dev. 0.550047
3 | Skewness -0.173829

Kurtosis 2.512059
2

Jarque-Bera  0.448690
1 Probability 0.799039
0 -

-1.0 0.5 0.0 0.5 1.0
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Ramsey RESET Test

Equation: UNTITLED

Specification: LRES LFDI LAID LFC LREM C
Omitted Variables: Squares of fitted values

Value Df Probability
t-statistic 0.286704 24 0.7768
F-statistic 0.082199 (1, 24) 0.7768
Likelihood ratio 0.102573 1 0.7488

EVIEWS09wtx 2 juals
Sl Alerm V1 ) OF )kl el iy btondl pae Wi o 3l 3sed) O JLas VI M o) B0 3 25
ey oDl (K 302 2390l 0L Al paadl 23 Jgd 4% L8 90 05 dgiall (s5ten o 15T 29 0.7768
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Vector Error Correction Estimates
Date: 08/10/22 Time: 01:41

Sample (adjusted): 1992 2020
Included observations: 26 after
adjustments

Standard errors in () & t-statistics in [ ]

Error Correction: D(LRES)
CointEql -0.014017
(0.01366)

[-1.02579]

R-squared 0.338236
Adj. R-squared 0.129258
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Sum sq. resids 1.079425
S.E. equation 0.238352
F-statistic 1.618526
Log likelihood 4.469285
Akaike AIC 0.194670
Schwarz SC 0.533389
Mean dependent 0.131488
S.D. dependent 0.255432
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Pairwise Granger Causality Tests

Date: 08/14/22 Time: 01:27

Sample: 1990 2020

Lags: 1

Null Hypothesis: Obs F-Statistic Prob.
LFDI does not Granger Cause LRES 28 0.30117 0.5880
LRES does not Granger Cause LFDI 1.98749 0.1709
LAID does not Granger Cause LRES 30 0.27914 0.6016
LRES does not Granger Cause LAID 2.54873 0.1220
LFC does not Granger Cause LRES 30 3.80668 0.0615
LRES does not Granger Cause LFC 493758 0.0348
LREM does not Granger Cause LRES 30 6.38455 0.0177
LRES does not Granger Cause LREM 0.30018 0.5883
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