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Abstract :

The study deals with the exchange rate and its relationship to direct
foreign investment in Egypt, and aims to measure the impact of
fluctuations in the official exchange rate of the Egyptian pound on direct
foreign capital flows to Egypt during the period 1990-2022, using the
ARDL autoregressive model, where chains of data were used. Time for
foreign direct investment, exchange rate fluctuations, real GDP growth
rate, trade openness, foreign exchange reserves, and political stability was
used as a mock variable. The measurement results revealed that foreign
direct investment is negatively related to exchange rate fluctuations, and
that a rise in GDP significantly increases foreign direct investment flows,
while when looking at trade openness, the model showed that the variable
is not significant, and therefore its effect on foreign direct investment
during that period can be ignored. The volume of foreign exchange
reserves has a positive effect on foreign direct investment flows, as well as
the significance of the sham variable (which expresses political and
security stability), and its negative sign came to express the inverse
relationship between political unrest and the flow of foreign direct
investment inside Egypt. The study recommends the importance of
stability The exchange rate, as it directly affects foreign direct investment
flows. The more the exchange rate is characterized by relative stability, the
more currency risks can be avoided, and the higher confidence in the
results of feasibility studies for investment projects.

Keywords: exchange rate, foreign direct investment, exchange rate
fluctuations, autoregressive model for distributed lag periods.
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R GDPg 70 ERV FDI
3.62 5.65 52.9 0.08 0.73 1990
6.19 5.20 62.8 0.11 0.25 1991
11.6 6.45 59.3 0.00 0.46 1992
13.9 2.84 55.9 0.00 1.21 1993
14.4 3.87 50.6 0.00 1.13 1994
17.1 4.46 50.2 0.00 0.6 1995
18.3 4.99 46.9 0.00 0.64 1996
19.4 5.35 43.7 0.00 0.89 1997
18.8 3.95 41.9 0.00 1.07 1998
15.2 5.93 38.4 0.00 1.06 1999
13.8 5.24 39 0.03 1.24 2000
13.6 3.46 39.8 0.05 0.51 2001
14.1 3.14 41 0.02 0.65 2002
14.6 3.14 46.2 0.13 0.24 2003
15.3 4.01 57.8 0.01 1.25 2004
21.9 4.37 63 -0.04 5.38 2005
26 6.62 61.5 -0.01 10 2006
32.2 6.85 65.1 -0.01 11.6 2007
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34.3 6.91 71.7 0.00 9.49 2008
11.8 4.57 56.6 0.00 6.71 2009
11.3 5.02 47.9 0.03 6.39 2010
10.1 1.75 45.3 0.02 -0.48 2011
7.11 2.20 40.7 0.01 2.8 2012
9.47 2.16 40.4 0.06 4.19 2013
10.1 2.87 36.9 0.02 4.61 2014
10.4 4.28 34.8 0.05 6.93 2015
13.8 4.25 30.2 0.88 8.11 2016
29.5 4.10 42.8 -0.05 7.41 2017
14.4 5.18 45.9 0.01 8.14 2018
9.15 5.41 41.1 -0.15 9.01 2019
5.04 3.51 32.1 -0.02 5.85 2020
5.21 3.29 29.9 oy 5.12 2021
13.9 6.59 37 Y 11.40 2022
. World Development Indicators, www . Worldbank .org Dol
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Level Frist Difference
Variable
Trend and Trend and
Intercept None Intercept None
intercept intercept
EDI *(0.58 *0.32 *0.56 *(.002 *0.012 *0.001
(-1.37) (-2.50) (-0.32) (—4-28) (-4-19) (-4-27)
*0.0001 *0.004 *(.000
ERV
(=5-63) (=5-56) (-2.44)
GDP *0.21 *0.12 *0.39 0.000 0.001 0.000
(-3-24) (=3-09) (=0.73) (-6-17) (-6-11) (-6-29)
0 *0.21 *0.33 *0.36 0.001 0.01 0.001
(-2-49) (-2.48) (-0.78) (—4-40) (—4-26) (—4.40)
R

(t) LAY Lgunad) a8l ) Cumsdl) G a8 judi LS prob. s Alaial) adll ) el (*)
EVIEWS 12 gl aladialy Laldl dae) ¢ i jdaall
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Value Significant 1(0) I(1)

10% 1.8 2.93

F — Statistics 12.06 5% 2.14 3.34

2.5% 2.44 3.71

1% 2.82 4.21
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Series: Residuals
Sample 1994 2022
Observations 28
Mean 0.007271
Median 24%e-14
Maximum 1.368147

Minimum  -1.052283
Std. Dev. 0.531440

Skewness 0.331174

Kurtosis 3.198382

Probability  0.748141
-1.0 0.5 0.0 0.5 1.0 1.5

EVIEWS 12 galiy alaiiuly bl e (e @ jiaall

o5 %0 Lyginall s5ise o ST a5 (Prob = 0.74) ded of (Y) &) ISl (e ey
b el wi JHsdl o) Jl (S
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s Y Gox il 3 I 08 (51 a5y paey kel zisadl i) G U
P e oYl Alsh zigall Gldee pe JaY) 8ypal z3gall Clalee alawly i) 8
(Cumulative of Recursive Residual “CUSUM”) _dlall _oSHil gsanall Lidl
Cumulative Sum of Square Residual )  dlsll Clayjel S g ganall sl
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1.6

1.2
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-0.4
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——— CUSUM of Squares 5% Significance
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7.5
5.0
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Test Value Probability

F- statistics 2.82 0.11
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Gushalt SJa¥
Variable Coefficient Prob.
ERV -2.22 0.03
dGDP 1.32 0.009
dTO 0.07 0.12
D, -0.70 0.02
R 0.03 0.01
all) Ja%)
Variable Coefficient Prob.
ERV -3.80 0.000
dGDP 0.91 0.05
dTO 0.01 0.50
D, -0.43 0.01
R 0.25 0.000
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