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Abstract
The main objective of the research is to analyze and measure the nature of the
relationship between the exchange rate and foreign direct investment in Egypt, as well
as to measure the impact of fluctuations in the pound exchange rate on foreign direct
investment flows to Egypt during the period from 1990-2022. The most important
results of the theoretical study are that the exchange rate in host countries is among
the factors affecting foreign direct investment, as the rise in the exchange rate in the
host country (the decline in the value of its local currency) implicitly involves a
process of re-evaluating assets for the foreign investor, so that the relative prices of
productive assets planned to be purchased by the foreign investor denominated in
foreign currency decrease, which is similar to the expected theoretical effect of the
rise in the exchange rate on exports. Exchange rate changes also have many
conflicting effects that make it difficult to predict the final effect on attracting foreign
direct investment. The rise in the exchange rate may stimulate local inflation, which
leads to an increase in the prices of productive assets in host countries. Therefore, the
final effect in this case depends on the outcome of the positive effect from the
investor's point of view, represented by the relative decline in asset prices
denominated in foreign currency, and the negative effect represented by the rise in
asset prices in the currency. Local, and the most important recommendations of the
research are represented in the optimal use of tax and customs facilities and
exemptions, by linking the incentives and exemptions granted to the foreign investor
with the achievement of the desired development goals, whether by creating new job
opportunities or achieving a certain percentage of exports and others.
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