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The Impact of inflation rates on foreign direct investment inflows in Arab Maghreb Countries—
Econometric Study Using Panel Data Models During the Period (1990-2018)
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Abstract: This study aims to try to measure the Impact of inflation rates on foreign direct
investment inflows in Arab Maghreb Countries for the period (1990-2018), using regression
analysis of cross-sectional time series data, based on the cointegration methodology and error
correction model for Panel data, The results of the study concluded the existence of a long-run
equilibrium relationship between inflation rates and foreign direct investment inflows, The results
indicate an inverse and significant relationship between inflation rates and FDI inflows in the long
term in Arab Maghreb Countries in (PMGE) group, which is confirmed by the theoretical
relationship.
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ARED
e —
(Kaiser-Meyer-OlKin),u1 qits :(2) J ! (Bartlett) izt it :(1) J g
LINF 0,500 Khi2 (Valeur observée) 0,269
LFDI 0,500 Khi2 (Valeur critique) 3,841
KMO 0,500 DDL .
p-value 0,604
alpha 0,05

Xlstat2016 g » ot 2 2 jiall

Ay ylall OB SN g Ol lt J g 1(3) J kb

Variable  Observations Minimum Maximum Moyenne Ecart-type

LINF 4 0,177 1,885 1,339 0,798
LFDI 4 17,905 25,229 23,002 3,432

Xlstat2016 gt » b 2 : yall

238 o el oy AN ) 1(5) J g bl W B size (4 J gd
F1 F2 Variables LINF LFDI
Valeur propre 1,405 0,595 LINE 1 -0,405
Variabilité (%) 70,265 29,735 LFDI
% cumulé 70,265 100,000 0405 L

Xlstat2016 gt p wbr £ : yall
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5131y O gl 3! Jtad) 1(2) S O piedd aledl Jad) (1 JSCad
Biplot (axes F1 et F2 : 100,00 %) Variables (axes F1 et F2 : 100,00 %)
1
1,5
0,75 1
® LFDI o LINF LFD LINF
! 5 Dz 05
< 05 :\ao,zs
= o|TUN <
] PN
-~ N
oo N
0,25
-0,5
, 0,5
° MAR ® MRT
1 -0,75
145 -1 05 0 05 1 15 2 )
F1(70,26 %) 1 075 05 025 0 025 05 075 1
F1(70,26 %)

Xlstat2016 gt » wbr £ : jall

g\}M\ ;zﬂ\ Cb}C sty @‘La (8) Jjugr\ Tt j:ﬁ\ CJ}C grar &TL‘:} (7) JJ.\JH Cb}C e @‘L; (6) JJJ.#\

S it

Dependent Varable: LFDI
Metha: Panel EGLS (Cross-sacion andom eects) m:‘je mm ;Fq?nlm ot Vil LFLI
Dale: 0417120 Time: 1606 - ,
S 908 Dale 41T Tie: 1606 Nel P e S
Pariods included. 29 Sl 19202018 (e TR0 T 6108
Cross-seeons incauded. 4
Totl panel hakinced) obsenvatons. 115 Perods nclded. 23 S R0 21
Swamy nd Ao slimalorof comgonent vares wﬂmﬂ:&;ﬂ " Pt ek 23

Vsabe  Cosfigenl St By (Staisie  Prob 2 o Ot ekt

LINF QMO OGN 21070 003 e ol S iSulte P | | Ol T

[H 2338970 2097612 11.15063  0.00D0 e ———— ]
LN B AT T Vi Coofcenl S By ISkl Pb

SesdslEn e ¢ DR 02VR 94RO
[ LINF o A
rimrire e oum s S T T
Weighled Sialaties Crasg-secfon hied (dumiy varables) - ST
e | fdepender vt
Mihoues L0008 S0 e o | [P UGS Mdeeetw N2\ bl ADES SOdetw DN
SE lfegession 12031 Sumspusredresd  t6500 | | AQuildRequaed 0N SD.dependenlver  32TED SE et J2TD Maleibcn 1K
Fasc oM DubbWasonsa 0403 | [ SEdmsion 126U Aol 32508
Piod{F-stalisic) 0034488 S e vt T o 1 T .
Ui Slis = Loglood RO HaanCumetir.  a0ger | | Lodlelted DTN Hamandum e, S2UTH
— p—— Fafalsic TREW DubinWasmsal 050005 | | Pl QHT Cutivifabonsl 00708
Sﬁnuaredrem 1I1H2'.I'? mml&ﬁmﬂﬂ 0.068835 PMFM.WJ} 000000 Pmme} Hmm
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ARED

Eviews 10 gt p Sl 2 - jual)

Sl B BN Sl o 1(10) J g (Hausman Test) 0w g jlest doe 1(9) J g
Riegidfual Cros-Section Dependence Tesl Coredaled Random EMecls - Hausman Test
Nl hypothesis: No tioss-action depandence (comelalion) in residuals Eduation: Unilitled
Equation. Uniilied Tes citied-seclion fandom eflagls
Pefinds mduded: 29 [m=aaa————————..,. —————
Cross-aclions inchided: 4 Teal Summary Chi-5o, Slalishe  Chi-5g.df  Prob.
Talal panel observalions: 116
Croas-gacfion eflects wede removed during eslimabion Crone-4etfon randon 220174958 1 003
Tl Stalistic dl.  Prob.
Crass-seciion random flecis les! comparisons:
Breseh-Pagan LM 104.3068 B 0.0000
Pesaran scaled LM 27 22406 0.0000 Viartabile Fid ~ Random  VarDit)  Prob.
Biag-cormecled sealed LM 2715263 0.0000
Pesatan CD 10.13388 0.0000 LINF Q1830 0219553 0000007 0035

Eviews 10 gt p <l 2 : jall

8 pold 43 lall Aamdand) 51yt yLat! gl (12)) J gt 8 panold a3 ghalt Aedandt 251 gty il (11 J gt

D(LFDI) LFDI
Panie unl rootlest: Sumemary Pariel unilt fool lest: Summary
Sasies: DILFDI) Sesies: LFOI
Dale: O4/17120 Time: 16:15 Dale: OAHTI20 Time: 16:14
Sample: 1930 2018 Sample: 1090 2018
Exogenous varables. Individual effects, individual inear rends Exppenous vatables: Individual efects, individual linear fends
Aulamali selection of masimum lags Automalic selection of masimu kags
Autmalc ag lsngth seleclion based on SIC: 0 Automalc g lengih selection based on SIC: 0
Newey-West aulomali bandwidth seleclion and Barbelt kemel Newey-Wes! aulornatic bandwidth seleelion and Bardelt kemel
Balancad obsarvalions lof aach besl Balanced ohasrvalions for each jast
| _—_——————
Croaz- Crogs-
Method Stalisic Prob.” sechons  Obs Methad Stalige  Prob™ seelons  Ofs
Nul: Uinit ool {assumes eommen il ool process) ull il rol (assumes common unil ool process)
Levin, Lin & Chu I8 LN 4 iR Levin, Lin & Chu 0B QT 4 1M
Brelng sl 4736 00 4 104 Brelung b4tat 13146 051 4 1@
Nul. Ui oo {assumes individusl il oot process) Null: Uit oot assumes individualunil ool process)
Im, Pesaran and Shin W-slal  TBME QOO0 4 108
: Im, Pegaran and Shin Watal  0B1B4 07934 4 112
ADF-Fisher Chisquire 58175 000 4 108 ADF-Fisher Chigquwe 724344 05106 4 112
PP-Fisher Chisquare 05368 0000 4 108 PP - Fher Chisquare 7084 045 4 112
* Probabilliss for Fisher tesls are compuled using an asymplalic Chi  Frcatills ot Fiser el s compuled using anasymellc 1
Apiam (oA on. A ohroale s peyruplolc nonely -square dstibulion, All other lesls assume asymplalc normaily.
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Eviews 10 gt p ol 2 : jall

LINF 3 piold &3 st ahodondt diy1 finet jlat gudlesz(13) J gt

Fasne] unil rosoll 0251 Sumemary

Seres: LINF

Crate: 041720 Time: 18251

Sampba: 1500 2018

Exspenouns varables: Individual efectks, ndividual insar rends
Aulomaltic selecion of makimum BEgs

Auflomalic lag length sekeclion based on SHC: D 0o 1
Mewey-WWesl aubomait handwid i seleclion and Barben Kerme]
— ]

Cnoas-

Method Stabstic Frob ™"  seclions O
Mull: Linil rool (assumes oormmoen wnill rool process)

Lewim, Lin & Chu 17 5. 72210 O D000 4 111
Ereilung t-skal =4 G0 O =000 4 107

Full: Uil rool {assumes ndividusl wnil nood proscess)

I, Pesaran and Shin YW-stal =5 40127 0000 i 111
ADOF - Fiakher Chi-So0 uane 30 2321 0000 i 111
FF - Fisher Chi-sauane GE.ME32 0000 e 112

" Probabililies for Fighar lasls @re oomputesd wing an Sasyrmobobs CThi
-pguare diEiribution. All oher tesa s aurmes asymplolic mormality.

Eviews 10 gt p wir 2 : juall

PMGE &k b3 povas 558 puis gt 2(15) J e Sl 39,4 (Pedroni) sl gits :(14) J gt

ARDL(1 .1) ybi & o il
Dependent Variable: DILFOI) R ,
Methad: ARDL Pedroni Residual Coinlegration Tesl
Dhabe: D4/20V20 Time: 15:33 Sesieg: LFDI LINF
Sampe: 2 116 Dale: 04M720 Time: 19:54
Inchided obsarvations: 112 W 1590 2016

Mazimum dependent aga: 1 [Aulomalie sslection)
Mol selection methed: Akaike info eriterion (AIC)
Dynarnic feqreasens (1 ag, aulomalicl: LINF

Fined regressars: ©

Murnber of medels evalulated: 1

Sebeeled Modek ARDL(1, 1)

Nate: final enuation sampl is larer than selection sample

Varlabie Coefficient  Si Emor  LSlalisie  Prob”
Long Fun Equatien
LINF 0934054 0402585 1896250  0.0407
Sheet Run Equation
COINTED0 0081035 0028418 -2AS7160  0.0049
D{LINF) 0030556 000837 4751531 0.0002
c 1702204 QE40838  2ESE454 00087
Mean dependentvar 0052858 5.0, dependenlvar 0817779
S.E. of regession DI71300  Aksike info crlerion  -0.460760
Suem squared resid B1.27511  Sehwarz eriterion 0161168
Log likeliteed 4024608 Hannan-Ouinnerler.  -0.344480

“Moile: pvalues and any subssquent lests do nol aceount for moded
selection.

Included observations. 116

Cross-seclans inchided: 4

Null Hypathesss, No cairtegeation

Trend assumplion: Determinislie inlereept and trend
Autoenalic lag lengih selecion based on SIC wilh 8 max lag of 6
Newey-Weal aulamalie bandwidth selecion and Barliet kemel

Allemative hypothesis: comman AR coets. (within-dimension)
Welghted

Stalisic  Prob.  Stalsle  Prob

Panel v-Stalisiic 0B11819  OTHE  QBSTEZ 0.1955

Panel tho-Slalisic  -2664217  0.0038 -35B2M48  0.0003

Panel PP-Stalistic -1763007 00028 1119472 0.0000
Panel ADF-Slafisic 2737134 0.0031 -3.259460 0.0006

Aligmalive fypolhesis: individual AR coefs. (between-tmension)

Stalisie  Prob.
Group tho-Statistie  -2.377302 00087
Group PP-Slafistie -1212718  0.0000
Group ADF-Blatistic  -3.443341  0.0003
—_——————————

Eviews 10 gt p wir 2 : juall
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2 Jason Kiat, (November 2008), "The effect of exchange rate and inflation on foreign direct investment and its
relationship with economic growth in South Africa", A research report submitted to the Gordon Institute of
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