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The Relationship between Investment, Saving and

International Capital Mobility:
Test the Feldstein-Horioka hypothesis in the case of Egypt

Dr. Elsayed Mettwally Abd-Elkader Elsayed

Abstract:

This study aims to determine the degree of international capital
mobility forEgypt during the period (1980-2010), by examining
the relationship between savings and investment based on the
Feldstein-Horioka(F-H) hypothesis. Using the Least Squares
with Breakpoints method, the study concluded that in the period
prior to the financial and banking liberalization program (1980-
1991), the investment-saving coefficient was significant and
exceeded unity, implying that the degree of international capital
mobility for Egypt was weak, while during the period after the
financial liberalization (1992-2010) the coefficient was
insignificant, implying that the degree of international capital
mobility was perfect. According to these results: the F-H
hypothesis does hold for the Egyptian economy, there is a great
importance toforeign direct and indirect investment flows, and
direct policies to increase the accumulation of domestic capital
would be the optimal policy for growth. On the other hand, the
Egyptian economy is more vulnerable to external shocks.
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