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Abstract

The aim of the research the impact of monetary policy shocks on foreign
direct investment in Turkey for the period 1990-2020, issued data by the
Centre Bank of Turkey and the World Bank, the model used SVAR, IRF, and
DSV to estimate, as turkey it suffers from instability in exchange rates due
its reliance on monetary policy aimed at controlling the money supply, so
the hypothesis was formulated, the shocks resulting from monetary policy
affect foreign direct investment, its was show through the results of the
research, that a negative structural shocks in the real domestic interest rate
and inflation rate led to an increase in foreign direct investment in the short
term only, while a negative exchange rate shock led to a decline in foreign
direct investment, while a positive structural shocks in the broad money
supply led to the decline of foreign direct investment came contrary to the
hypothesis. It was also found through the structural variance segmentation
test that most shocks of the Monterey policy variables in explaining the
variance in Turkey’s foreign direct investment is the long-term money

supply.
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Structural VAR Estimates

Sample (adjusted): 1993 2020

Included observations: 28 after adjustments
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Bjaadll 2gaal) Saretie Al dussSaall ysdall acsys dilung oy 3 A (SVAR) zsadl cild (e (gaacll
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Roots of Characteristic Polynomial

Endogenous variables:

A(GDP,) A(MS1,) A(INF,) A(RER,) A(EXR,) RDR, A(MS2,) A(FDI,)

Exogenous variables: C

Lag specification: ¥

Root Modulus

1.294864 1.294864
-1.186106 1.186106
0.055827 - 0.799435i 0.801382
0.055827 + 0.799435i 0.801382
-0.785127 0.785127
0.409193 - 0.646400i 0.765030
0.409193 + 0.646400i 0.765030
0.716626 - 0.111320i 0.725220
0.716626 + 0.111320i 0.725220
0.711694 0.711694
-0.576475 - 0.384368i 0.692866
-0.576475 + 0.384368i 0.692866
-0.185340 - 0.532979i 0.564285
-0.185340 + 0.532979i 0.564285

One root lies outside the unit circle

VAR satisfies the stability condition

oAl bl Je alaeYU EViews-12 dsa ) cils 3
laylad Camd B0a Jala of Jama o dadlg Lalaill Lie jueally jsdal) aae o (V) JSaNs (©) Jsaall Cpm
culs SVAR(2) Latall z35ai) (8 aile s s5lall 2la oladly ohis @l cpm 8 chaa (V) o saals sany
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Inverse Roots of AR Characteristic Polynomial

(£7-F) ol il Ll slaie Yl Eviews-12 4l cla s
:SVAR(2) z2sa¥) S8l damtiinll cihylaay) o
1E3sadY) Blsd ahall ajgl -
e siie USISVAR(2) zasall sl candal) mjsill laa¥ Jarque-Bera as (1) Jsaall e
YY) sadl DA LS il al) lena) gz 3sal 8 A i)
kel ia¥) LS SVAR(2) g isall (Blsal ciptiall amia andal) ausill Lo gl :(1) Jgaad
(Yo ¥ e-1990) 3aall DA Ly

VAR Residual Normality Tests

Orthogonalization: Cholesky (Lutkepohl)

Null Hypothesis: Residuals are multivariate normal

Sample: 1990 2020
Component Jarque-Bera Df Prob.
A(GDP,) 3.974833"s 2 0.0785
A(MS1,) 1.141684" 2 0.5650
A(INF) 9.697775** 2 0.0078
A(RER,) 1.132610"* 2 0.5676
A(EXR,) 1.070264"* 2 0.5856
RDR, 2.304664"* 2 0.3159
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VAR Residual Normality Tests

Orthogonalization: Cholesky (Lutkepohl)

Null Hypothesis: Residuals are multivariate normal
Sample: 1990 2020

Component Jarque-Bera Df Prob.
A(MS2) 0.957984"s 2 0.6194
A(FDI,) 0.951393"¢ 2 0.6215

Joint 25.23121"s 16 0.0659

** significant at 1% level
n.s not significant

Al il e slaeYU Eviews-12 daaydl cilsjia
e 5o S| oo s Jarque-Bera JLasY Aglasyl 4l e Taldels — (1) doanll ailu

Cliie Lhasy bl i) leénaVls oml dubudl Chste gaess Laldd) sl of = (70) dugiadl
sl pisll a (adcail) Jaee jaiie eliiul) SVAR(2) zisal 8 daals
o Blol) ad (B I L) A (e pisald) g3 -

Oo siie USISVAR(2) zsal Blos ad Gn S Lli¥) Lasy Q-Stat ad (V) Jsaall s
Jsaall il iy (Y Y021 090) saddl P LSl ald) a1 L) z3sal 8 Ldalall i)
S o s Q-Stat JkaaY Adlaa¥) sl e Talaely = SVAR(2) 735V cld & < L e Tasls
DAkl i) Ly Lal) Aubdl Shste g dalall ) o s = (70) dusindl (g5 (1o
Afie e ilS ela) Csad paea dic g SVAR(2) zisail & Llals cyiia Lghass
Baall A LG paball ia¥) Liiedld SVAR(2) gisadl (Bl I3 Bl jLid) mils :(V) Jgad

(Y «YooV4d )

VAR Residual Portmanteau Tests for Autocorrelations
Null Hypothesis: No residual autocorrelations up to lag h
Sample: 1990 2020

Included observations: 28

Lags Q-Stat Prob.
1 25.63946
2 61.12150
3 86.56780"* 0.1160
4 119.1856"¢ 0.2173
5 145.7017"s 0.4447
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VAR Residual Portmanteau Tests for Autocorrelations

Null Hypothesis: No residual autocorrelations up to lag h

Sample: 1990 2020

Included observations: 28

Lags Q-Stat Prob.
6 171.2286"* 0.6681
7 192.3955"¢ 0.8744
8 219.9600"* 0.9282
9 24477745 0.9694
10 263.8843"* 0.9938
11 285.7310"¢ 0.9985
12 308.0292"* 0.9996
13 329.5805"* 0.9999
14 350.6366"° 1.0000

Test is valid only for lags larger than the VAR lag order.
df is degrees of freedom for (approximate) chi-square

distribution
n.s not significant

Ll by e slacYl Eviews-12 daadl cilajis
o Blol) ab B bl uilad ate ASha (e pisald) g3 -
s JISVAR(2) z3sal los s o o) Guilail White SLas (61 aye dai (A) Jgand) iy
AT Y290 ) sadl Pl LS Habal a1 L) z3sal 8 dlalall Syl o
Baall DA LGH bl ia¥) Ll SVAR(2) g isail (Blsw culs (uilad sl il 1(A) Jgaad)
(Y «YaoV44 ~)

VAR Residual Heteroskedasticity Test
Sample: 1990 2020
Included observations: 28

Chi-sq df Prob.
266.6321"° Yoy 0.20Y

n.s not significant
A Al sl e slacYU EViews-12 daapll cilsjie

Adlany) daill e lalaely — SVAR(2) zsal) cili b 585 L e Taslis (A) ool Ao s
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Aslaie @lils i3 SVAR(2) zisail o8 )y lpiie Lghemsy Halud) i) lenaly
1400l ciladall Aulaiad Ada s :laula

OB (SIRF) @il cbaall of cileral) dlaiad Jlgs (VV-F) I<ally (3) Jsaall (e IS s
Aiw (V) B2e A LS Haball i) L) e Gl dubid) clyitie b Alalal) 400 claral)

Akl duabaal) iy A cilasall Aol LEGH i) iad) Lol Al dolaiad) o 1(3) Jgaal
SVAR(2) zisai¥l) (329 aaly glaa Cilpad) jlakas

period Shock 1 Shock 2 Shock 3 Shock 4 Shock 5 Shock 6 Shock 7 Shock 8
A(GDP,) A(MS1,) | A(INF) | A(RER,) | A(EXR,) RDR, | A(MS2,) | A(FDI,)
1 0.000* 0.000* 0.000* 0.000* 0.000* 0.000* 0.000* 1.000*
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) | (0.000) (0.000)
2 -91.3827* | -51.2698* | 36.83994* | 2365.331* | -8476.83* {116.1112*| -26.4339* | -0.004
(16.741) (0.368) (0.039) | (244.694) | (1507.54) | (28.674) | (0.887) (0.149)
3 53.449 133.843 | -124.924 | 1186.598 | 6149.843 | 184.852 | -114.188 | -0.505
(136.710) | (278.004) | (346.160) | (2962.07) | (11581.1) |(325.031)| (229.037) | (0.694)
4 118.310 245888 | -121.143 | -2012.009 | -1814.388 | -61.159 | -24.632 0.348
(178.003) | (459.112) | (479.069) | (4717.04) |(22156.7)| (507.781) | (287.780) | (1.655)
5 1.098 136.888 | -28.699 | -518.111 |8061.554 | -69.074 | 113.547 1.046
(179.666) | (421.260) | (752.325) | (5582.88) |(18384.1)| (751.807) | (771.039) | (2.238)
6 15.4728 -621.130 | -732.963 | -6734.399 |-21362.31| -624.203 | 752.326 1.313
(209.582) | (2292.02) | (1580.56) | (15329.7) | (58674.4) | (1015.85) | (1883.39) | (1.890)
7 -119.428 | -1512.129 | -137.610 | -80.875 |7933.195| 73.883 526.568 -3.332
(506.252) | (2933.39) | (2187.30) | (22302.2) |(96589.8) | (2231.85) | (1769.81) | (12.567)
8 -60.056 -863.647 | 1205.291 | 10471.18 | 11611.27 | 1457.349 | -1155.013 | -7.958
(511.575) | (3874.43) | (4512.59) | (36481.2) |(78761.6) | (4183.37) | (5197.15) | (15.475)
9 -86.044 3796.279 | 3987.625 | 35751.99 | 89071.46 | 3127.147 | -4542.407 | -5.998
(610.185) | (13988.1) | (7446.21) | (69310.5) | (211418.) | (4790.35) | (9341.08) | (16.921)
10 360.279 9643.748 | 1578.481 | 11581.16 | 9518.672 | -367.813 | -3619.209 | 19.002
(2034.26) | (16697.1) | (12595.1) | (119098.) | (417324.)| (12724.1) | (11791.2) | (74.100)
4 bl el Jia Cpasdll w2l Standard
Factorization: Structural Errors
Standard Errors: Analytic
* significant at 5% level
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Response of D(FDI) to Shock 2

Response of D(FDI) to Shock 1
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.SVAR(2)
(T2 Y1990 ) Baall LAY palaal) iad) Slaliud) Guls A55aS :(V 0) Jsaad)

Period Shock 1 | Shock2 | Shock3 | Shock4 | Shock5 | Shock6 | Shock 7 | Shock 8
A(GDP,) | A(MS1,) | A(INF,) |A(RER,)| A(EXR,)| RDR; |A(MS2,)| A(FDI,)

1 0.000 0.000 0.000 0.000 0.000 0.000 0.000 100.00

2 2.729 9.009 0.216 9.226 30.471 1.147 1.925 45.273

3 2.708 26.148 1.742 6.157 23.120 4.965 5.150 30.005

4 1.294 41.674 1.088 4.684 8.258 2.800 1.758 38.441

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (v 91 ,J| auoii

wy | PP (153-175) .00 iDec. T+ TT UgVl Ugils (No. (1£+) € Vol (£T) 2w



T AL.
“\q [ R4 10,

cernnenns @281 Asboad] Olodo il T,
Nbwesdly G ’

Shock 1 | Shock 2 | Shock3 | Shock4 | Shock5 | Shock6 | Shock7 | Shock 8
A(GDP,) | A(MS1,) | A(INF,) |A(RER,) | A(EXR,)| RDR; |A(MS2,)| A(FDI,)
5 1.014 37.235 0.765 3.236 12.926 1.972 1.611 41.237
0.401 46.572 4.698 1.133 5.379 2.996 9.637 29.181
0.270 42.348 0.639 0.370 1.438 0.518 1.590 52.823
0.175 36.223 1.314 0.221 1.291 1.168 2.591 57.013
0.303 45.155 3.832 0.095 0.429 2.042 8.721 39.419

10 0.198 43.813 0.577 0.111 0.212 0.310 1.632 53.144
Cholesky Ordering:

A(GDP,) A(MS1,) A(INF,) A(RER,) A(EXR,) RDR; A(MS2,) A(FDI,)
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