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Abstract:

This study aims to measure the impact of country risk indicators on foreign direct investment
in Algeria during the period (1984-2020), through a standard study of annual data using the FMOLS
method of estimation.

The results of the study concluded that there is a long-term relationship between the composite
Qatari risk indicators on the one hand and the three country risk indicators (economic, financial and
political) and foreign direct investment in Algeria during the study period. In addition, the positive
impact of the financial and economic risk index, while the inverse relationship was between the
political risk index and foreign investment, which was contrary to economic theory. This is due to
several reasons that Algeria went through from the era of socialism and its consequences on foreign
investment, through the period of the black decade, ending the period of movement that witnessed
the deterioration of foreign investment and a decline in the indicators of Qatari risks.

Key words: foreign direct investment, country risk indicators, FMOLS fully modified least squares
method, political risk index, financial risk index, and economic risk index.
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. varsoc FDI, exog(Crisk POLrisk ECOrisk FINrisk)

Lag-order selection criteria

Sample: 1988 thru 2820 Number of obs = 33
Lag LL LR df p FPE AIC HQIC SBIC
e -14.5588 .192622* 1.18538* 1.26167* 1.41212%*
1 -14.3463 .42493 1 ©6.514 .20176 1.23311 1.32466 1.5852
2 -13.85 2.5926 1 ©.167 .198655 1.21515 1.32196 1.53259
3 -13.8463 .00754 1 ©6.931 .211718  1.27553 1.3976 1.63832
4 -12.9645 .1636 1 ©.686 .224802 1.33118 1.46851 1.73932

* optimal lag
Endogenous: FDI
Exogenous: Crisk POLrisk ECOrisk FINrisk _cons

Statal7 zeliys ol yzs (e lolaze! cpais Ll slae) ¢t yusall

oreilagae) ALY JolSEl s sl :(02) o3, el

Date: 06/08/22 Time: 23:53

Sample (adjusted): 1986 2020
Included observations: 35 after adjustments
Trend assumption: Linear deterministic trend
Series: FDI FIN_RISK POL_RISK ECO_RISK C_RISK
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.644151 91.89372 69.81889 0.0003
At most 1 * 0.461549 55.73003 47.85613 0.0077
At most 2 * 0.318673 34.06296 29.79707 0.0152
At most 3 * 0.286296 20.63303 15.49471 0.0077
At most 4 * 0.222933 8.827990 3.841465 0.0030

Trace test indicates 5 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

EVIEWS12 by cilayzes e Iolaze ! ot Ll sl (e 2 yuual]

colaall Bl el L sl :(03) o3y Gele

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.644151 36.16369 33.87687 0.0262
At most 1 0.461549 21.66707 27.58434 0.2380
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At most 2 0.318673 13.42993 21.13162 0.4135
At most 3 0.286296 11.80504 14.26460 0.1182
At most 4 * 0.222933 8.827990 3.841465 0.0030

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
*MacKinnon-Haug-Michelis (1999) p-values

EVIEWS12 zaliy cile s e Iolaze ! it L) sluie] (e 2 yuual
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Dependent Variable: FDI
Method: Fully Modified Least Squares (FMOLS)
Date: 06/09/22 Time: 00:49
Sample (adjusted): 1985 2020
Included observations: 36 after adjustments
Cointegrating equation deterministics: C
Long-run covariance estimate (Bartlett kernel, Newey-West fixed bandwidth
= 4.0000)

Variable  Coefficient Std. Error t-Statistic Prob.

C_RISK 0.058638 0.013204 4.440895 0.0001
C -2.947631 0.829716 -3.552579 0.0011

R-squared 0.459916 Mean dependentvar  0.716308
Adjusted R-squared 0.444031 S.D. dependentvar  0.646564
S.E. of regression 0.482099 Sum squared resid  7.902276

Long-run variance 0.409029

Eviews12 moliyy culayiea (e Iolesel cnais Ll slae] (o il
(S z3gaull) FMOLS a4yl 385 Jo¥1 Jughs yadall zilis :(05) 03 3k

Dependent Variable: FDI
Method: Fully Modified Least Squares (FMOLS)
Date: 06/08/22 Time: 11:35
Sample (adjusted): 1985 2020
Included observations: 36 after adjustments
Cointegrating equation deterministics: C
Long-run covariance estimate (Bartlett kernel, Newey-West fixed bandwidth
= 4.0000)

Variable  Coefficient Std. Error t-Statistic Prob.

POL_RISK  -0.023488 0.009068 -2.590194 0.0143
FIN_RISK 0.031236 0.013041 2.395180 0.0226
ECO_RISK 0.045938 0.013516 3.398862 0.0018
C -0.667114 0.506192 -1.317907 0.1969

R-squared 0.636919 Mean dependent var  0.716308
Adjusted R-squared 0.602880 S.D. dependent var  0.646564
S.E. of regression 0.407448 Sum squared resid  5.312441

Long-run variance 0.120718

EVIEWS12 by cilayzes e Iolaze ! i Ll slae] (e 2 yuual]
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Variance Inflation Factors
Date: 06/08/22 Time: 23:49
Sample: 1984 2020
Included observations: 36

Coefficient Uncentered Centered

Variable Variance VIF VIF
POL_RISK 8.22E-05 73.64923 1.092106
FIN_RISK 0.000170 70.05103 3.427699
ECO_RISK 0.000183 62.03920 3.265124
C 0.256230 76.41206 NA
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Correlogram of Residuals Squared Correlogram of Residuals
Date: 06/09/22 Time: 00:19 Date: 06/09/22 Time: 00:15
Sample (adjusted): 1985 2020 Sample (adjusted). 1985 2020
Included observations: 36 after adjustments Included observations: 36 after adjustments
Autocorrelation Partial Correlation AC PAC (Q-Stat Prob* Autocorrelation Partial Caorrelation AC PAC Q-Stat Prob*
= = 1 0286 0.286 2.2008 0.074 [ -y [ 1 0478 0178 12411 0265
! ! [ | 2 -0.046 -0.140 32876 0.183 [y g 2 -0.183 -0.222 25007 0274
| En 3 0145 0223 41631 0244 [ g o 3 -0.220 -0.153 46013 0203
! ! g 4 -0.047 -0.201 42564 0372 g =g 4 -0.241 0231 7.0758 01132
g g o 5 -0.203 -0.092 6.0714 0.299 g g 5 -0.186 -0.213 B8.6102 0126
[ [ = 6 0132 0219 68623 0.334 g = 6 -0.200 -0.340 10432 0108
A | T 0250 0146 97998 0200 [ [ 7 0179 0.052 11.943 0102
1 1 1 1 3 0.012 -0043 98063 0279 LI | [ 8 0353 0099 18.022 0.021
1 1 g o 9 -0.041 -0.098 98915 0.3590 g g o 9 0.069 -0126 18260 0032
[ [ 10 -0.118 -0.207 10.626 0.387 ! ! ! ! 10 -0.022 -0.015 18.285 0.050
g o @ 11 -0.055 0188 10793 0.461 g o [ 11 -0.096 -0.062 18.787 0.065
[ [ 12 0.045 0.095 10.910 0537 [ A 12 0.081 0191 19.002 0.088
P I I 13 0081 0026 11.302 0.586 rg g 13 -0.138 -0.095 20.134 0.092
[ g 14 0.044 -0127 11.422 0.653 [ [ 14 -0.070 0123 20438 0117
| | g o 15 -0.001 -0.089 11.422 0.722 g I | 15 0114 0045 21279 0128
g o [ 16 -0.1390 -0.056 412736 0.602 g [ 16 -0.098 -0.218 21.935 0145
*Probabilities may not be valid for this equation specification. *Probabilities may not be valid for this equation specification.
EVIeWs12 zoliy el s e lolaiel gLl slae] (e 2 yusall
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Series: Residuals
5 Sample 1985 2020
Observations 36
4
Mean 0.020054
Median 0.019525
3

Maximum 0.843572
Minimum -0.654826
Std. Dev. 0.389063
Skewness 0.300408
Kurtosis 2.652434

..I Jarque-Bera  0.722672
0.6 0.8

Probability  0.696745

N

=

-0.4 -0.2

0.4

0.0 0.2
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