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(WBI) () U (M) (a o) 8381 o) libal) Bl il ia¥) LYY FDI, net inflows
(WBI) () Y Maa) (a %) da A cilidail) Bla « pdiall iaY) WY FDI, net outflows
(WBI) cpduailly «sabuaiBy) galll i phisa (o S0 sl 29 csabai®y) i EY) disa  ECO- Stability PCA
Gl gSal) A8y ol aladialy Aall) Aol gy A o5 By A1 gal) Jas g il g
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Gl pariall (el WS (adli b aald il ULl dadles (e Al Als je 8
e b gl Jladll Jadyy deiijliey Wiel 8 Jen ddasn Gunlia ) dediiul
LY A8 shan s Slaa ) Capa sl
sbiball Alaa) civa g3l

Cileliany) aladin) Ua o Cogud €l jall 723 gad <l jiia pallad 5 dagls 46 el
ol aiWl g el S el de 3l Galiae sl aa A Sleall lan gl Jie AW duda gl
O ey LS ¢ oY) aall 5 oY) aall ) ASLaYl il (unlia aad ey (63) (5 )bl
;AU (2-3) Jsaal)

Ayl ) paiad ey Cina gl 3(2-3) Jsia

Unit Obs. Mean  Std. Dev. Min Max

Dependent Variable:
FDI, net inflows (% of GDP) 39 2.4135 2.068 -0.2045 9.3486
FDI, net outflows (% of GDP) 39 0.1326 0.209 0.0074 1.1794

Independent Variable:

ECO- Stability PCA 39  256e-11 1265 -2.3258  3.1897
ECO- Stability PRS 0-50 39 30.628 2.635 26 355
Socioecon-Stability 0-12 36 4.9769 0.867 3.3333 6
Government Stability 0-12 36 8.2118 1.796 3.9167 11
Control Variables:
GDP¢ growth (% growth) 39 2.6240 1.832  -1.1464  7.1578
Openness (% of GDP) 39 49.384 10.65 30.247  74.459
Interest rate (%) 39 3.6439 5073 -7.8015 17.585
Human Capital 1-00 39 1.9995 0.404 1.3156  2.6768
TFP Index 39 1.1175 0.128 0.9579  1.3597
2017=1

Corruption 0-100 39 73.658 8.586 63 89
Law & Order 0-6 36 3.2882 0.674 2 4
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L) jal) <l it Gy Jal ) 4 giuaa 1(3-3) Jgda

() ) @) (4) () (6) () (8) 9) (10) (11) (12)
FDI, net inflows @ 1
FDI, net outflows (2) 0.4385 1
[ 2.968]***
ECO- Stability PCA  (3) -0.0123 -0.1506 1
[-0.075] [-0.926]
ECO- Stability_PRS (4) 0.2006 0.1353 -0.6548 1
[ 1.245] [ 0.831] [-5.269]***
Socioecon-Stability (5) -0.1453 -0.0063 -0.2903 0.5976 1
[-0.856] [-0.037] [-1.769]* [ 4.345]***
Government Stability  (6) 0.1535 0.1285 -0.5119 0.7286 0.5228 1
[ 0.906] [ 0.755] [-3.474]*** [6.203]*** [3.576]***
GDP¢ growth (7) 0.4556 0.2259 0.1448 0.2065 0.2789 0.3749 1
[ 3.113]*** [ 1.411] [ 0.890] [ 1.284] [ 1.694]* [ 2.358]**
Openness (8) 0.4521 0.4083 0.0954 0.1608 0.2687 0.2289 0.4135 1
[ 3.083]*** [2.720]*** [0.583] [ 0.991] [1.626] [1.371] [2.763]***
Interest rate (9) -0.1071 -0.2579 -0.1247 0.3813 0.5777 0.3868 0.0279 -0.0454 1
[-0.655] [-1.623] [-0.765] [2.500]** [4.127]*** [2.446]** [0.169] [-0.277]
Human Capital (10) 0.1579 0.3122* -0.7289 0.1741 -0.2242 0.1725 -0.2658 -0.3282 -0.2808 1
[0.975] [1.999] [-6.478]*** [1.075] [-1.342] [1.021] [-1.677] [-2.113]**  [-1.779]*
TFP (11) -0.1268 -0.3453 0.8156 -0.3563 0.0224 -0.3399 0.1857 0.2190 0.1410 -0.9224 1
[-0.778] [-2.245]** [8.574]*** [-2.319]** [0.131] [-2.107]** [ 1.149] [ 1.365] [ 0.867] [-14.53]***
Corruption (12) 0.0459 0.1725 -0.8626 0.5148 0.1263 0.4302 -0.2710 -0.3678 0.0635 0.8563 -0.9056 1
[0.279] [ 1.066] [-10.37]*** [3.652]*** [0.742] [2.779]*** [-1.713]* [-2.406]** [0.387] [ 10.09]*** [-12.98]***
Law & Order (13) 0.1261 0.1556 -0.4760 0.6610 0.5924 0.4686 0.2560 -0.0251 0.4759 0.1758 -0.4308 0.5596
[ 0.741] [ 0.918] [-3.156]*** [5.137]*** [4.287]*** [3.093]*** [1.544] [-0.146] [3.156]*** [1.041] [-2.784]*** [ 3.937]***
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Abstract

The study aims to investigate the impact of economic stability on
foreign investment in Egypt depending on foreign investment as dependent
variable which include 4 compound indicators (economic growth, the
exchange rate, level of inflation and budget deficit), the second indicator
the economic stability which include (per capita real output, the level of
economic growth, level of inflation, budget deficit and current account
balance). The third indicator is economic social stability that depends on
(level of unemployment, level of poverty and level on inflation). Fourth
indicator is government stability based on (level of government unity,
legislative strength, level of popular support). The study based on co-
integration using ARDL during the period from 1981 to 2019. The results
shows that there is positive impact of economic growth, real interest rate,
human capital and technological level on direct foreign investment flows,
also high interest rate encourage attracting investments and this come from
the reality that interest rates leads to decreasing local investments which in

turn leads to more chances for foreign investments.

Keywords: direct foreign investment, economic stability, ARDL, political

risk unit, government stability and control variables.

640



