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Abstract:

This study is mainly aimed to the impact of monetary and fiscal policy on inward FDI to Algeria during
the period flows survey (1996- 2012). Through the application of self-regression vector model (VAR) on
annual data, was chosen as the re-discount rate, the block Cash (M2) and exchange rate variables for
monetary policy, fiscal policy as a variable of public expenditure as well as the value of incoming foreign
investment to Algeria as a variable for foreign investment.

The results of the study and a causal relationship in one direction between each of the public spending,
Money supply and the rate of re-discount on the one hand, and the flows of FDI to Algeria on the other hand.
Also showed the presence of explanatory power of public spending and the money supply in the interpretation
of changes in the value of the investment foreign, and in general. The results showed a positive and significant
effect of monetary and fiscal policy on foreign investment, and thus we can say that the results of this study
were consistent with economic theory.

Key Words: Monetary policy, fiscal policy, foreign investment, self-gradient vector, Algeria.
(JEL) Classification : E2 . E6 .H5. F21.
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Pairwise Granger Causality Tests
Date : 05/30/14 Time : 15 :39
Sample : 1996 2012
Lags: 1
Null Hypothesis : Obs F-Statistic Prob.
LOGG does not Granger Cause LOGINV 16 10.2686 0.0069
LOGINV does not Granger Cause LOGG 0.00387 0.9514
LOGM does not Granger Cause LOGINV 16 8.67101 0.0114
LOGINV does not Granger Cause LOGM 0.07528 0.7881
LOGDR does not Granger Cause LOGINV 16 7.45243 0.0172
LOGINV does not Granger Cause LOGDR 1.42772 0.2535
LOGER does not Granger Cause LOGINV 16 1.24092 0.2855
LOGINV does not Granger Cause LOGER 0.00094 0.9760
LOGM does not Granger Cause LOGG 16 1.84295 0.1977,
LOGG does not Granger Cause LOGM 1.27997 0.2783
LOGDR does not Granger Cause LOGG 16 0.12568 0.7286
LOGG does not Granger Cause LOGDR 1.65459 0.2208
LOGER does not Granger Cause LOGG 16 0.01950 0.8911
LOGG does not Granger Cause LOGER 0.00641 0.9374
LOGDR does not Granger Cause LOGM 16 0.01921 0.8919
LOGM does not Granger Cause LOGDR 0.76177 0.3986
LOGER does not Granger Cause LOGM 16 0.18492 0.6742
LOGM does not Granger Cause LOGER 0.05981 0.8106
LOGER does not Granger Cause LOGDR 16 8.36018 0.0126)
LOGDR does not Granger Cause LOGER 0.17235 0.6848
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VAR Lag Order Selection Criteria |
Endogenous variables : LOGINV LOGG LOGM LOGDR LOGER
Exogenous variables : C
Date : 05/30/14 Time: 15 :47
Sample : 1996 2012
Included observations : 16
Lag LogL LR FPE AlC SC HQ
0 2458782 NA 5.95%-08 -2.448478 -2.207044 -2.436115
1 116.2031 114.5191* 1.74°%-11* -10.77539* -9.326785* -10.70121*
* 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
BVIEWS 7 sl s iy £ yutual
Period S.E. LOGINV LOGG LOGM LOGDR LOGER
1 0.326273 100.0000 0.000000 0.000000 0.000000 0.000000
2 0.401384 69.90972 18.44654 8.018885 3.578731 0.046122
3] 0.405888 68.76232 18.94929 8.427937 3.805160 0.055297
4 0.411332 67.32093 18.45196 10.42588 3.711215 0.090006
5 0.415629 66.44692 18.12218 11.68117 3.638051 0.111682
6 0.419170 65.73291 17.97143 12.59812 3.579026 0.118517
7 0.422579 65.04290 17.90785 13.40983 3.521907 0.117506
8 0.425936 64.35858 17.92730 14.13072 3.466648 0.116756
9 0.429227 63.66854 18.03819 14.75646 3.413738 0.123072
10 0.432453 62.96827 18.23006 15.29850 3.363276 0.139894
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(2012-1996) 5521l S5 51 3ll

anné = 1996 1997 1998 1999 2000 2001 2002 2003
DR 13 11 9,5 8,5 6,5 6 55 45
ER 56,2 57,7 58,8 66,6 75,3 77,3 79,7 77,4

M 91506 | 10815 1592,5 | 1789,5 @ 20225 24735 | 2901,5 | 33544
INV 1 970 260 | 6066 2916 @ 2801 : 1107,9 @ 1065 : 6337
G 724,61 845,1 875,7 961,7 1178,1 1321 1550,6 | 1690,2

anné 2004 2005 2006 2007 2008 2009 2010 2011 2012
DR 4 4 4 4 4 4 4 4 4
ER 72,61 734 72,9 66,82 71,18 72,73 73,71 74,11 77,55

M 3738 4157,6 4933,7 599461 6956 7173,1 8280,74 9929,2 11013

INV" gg19 | 1081,1 | 17954 1661,3 25936 = 27464 2264 2571 2600
G 1892 2052 2453 3108,5 42836 | 43891 45711 59587 | 7158

2012 2007 <2002 sl giead 55l yand| il ogiead oLl < pureall

- WWW.IIQC.0rg :ad5ll e 5)5die cadlaas] 5)la canlyabiall oLl jleiial placal dgyall L3l -

Jaatl 3ayd L\.‘i’u.uY\ J\j) 105 P:QJ LB"U"

Response to Cholesky One S.D. Innovations + 2 S.E
2esponse of LOGINV to LOG INV. Response of LOGINV 10 LOGG. Response of LOGINY to LOGM Response of LOGINV t0 LOG DR Response of LOGINV to LOGER

wioam Response of LOGG 10 LOG DR Response of LOGG 1o LOGER

Response of LOGM to LOGINY, Response of LOGM 10 LOGG. Response of LOGM to LOGM Response of LOGM 10 LOG DR Response of LOGM to LOGER

Res oGinv co Response of LOGDR to LOGM R LOGDR 10 LOGDR Response of LOG DR to LOGER
of LOGER ta LOGINY Response of LOGER t0 LOGG Response of LOGER to LOGM Response of LOGER 10 LOG DR Response of LOGER to LOGER
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