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The effect of some monetary policy variables in attracting foreign
direct investment in Iraq for the period (2004-2018)

Prof. Dr. Abdul Razzag Hamad Hussein Researcher: Abu Bakr Amer Hafez
College of Administration and Economics College of Administration and Economics
Tikrit University Tikrit University
Abstract:

The study aims to identify the performance of monetary policy and direct
foreign investment in Iraq. To identify the effect of the variables of that policy on
foreign direct investment through the use of a descriptive approach and analysis to
know the impact of monetary policy on foreign direct investment and whether this
effect is negative or positive. Then to work on remedying it since foreign direct
investment (FDI) is an important variable to improve capital formation in the host
country and increase capital for local investors, which made most countries exert efforts
to attract foreign direct investment. This study tries to ascertain the effect of some of the
monetary policy variables on attracting foreign direct investment in Irag. To achieve
this goal annual time series extending from 2004 to 2018 was used. By presenting a
standard model by conducting a test each of the Extended Dick Fuller (ADF) test and
the Phillips Perron Test (PP) and knowing the relationship of co-complementarity using
the methodology of Bound test between foreign direct investment and monetary policy
variables (inflation rate, exchange rate, interest rate rate). Estimating the relationship in
the short term using the ARDL autoregressive model, and knowing the causal
relationship between the independent variables and the dependent variable (FDI). The
results show that there is a negative and positive effect on some of the monetary policy
indicators used by the researcher. For the positive effect, it concerns the inflation rate
and interest rate indicators, as its affect, s on foreign direct investment in Iraq by (1.485)
and (0.18414) respectively. The negative impact was for the rate index The exchange
rate, as its effect on foreign direct investment in Iraq was (-0.00024), as well as the
results show the lack of joint integration between the variables of monetary policy and
foreign direct investment in Irag. Through the Cranger causality test, the results confirm
that there is no causal relationship between the variables of monetary policy and direct
foreign investment in Iraq. For the most important recommendations, it was to create an
attractive investment environment for foreign direct investment, to facilitate the
licensing of investment projects, to work to achieve greater independence of monetary
policy and to follow a monetary policy that contributes to achieving an appropriate and
appropriate investment environment for direct foreign investment.

Keywords: foreign direct investment, monetary policy, inflation, exchange rate, interest
rate.
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lady el g e adle alual) iaV) lafiud) s 305l jr G A8 () LapY diaidiie
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S Fiual)

Bloall 8 73 gaill ) yusidd (ADF) o sall 18- Soa jlaial o(Y) Jsaall

Js¥ @Al
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LALNEN
oladil g

et
Vgl
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Culd aa
oladi) g

Prob.

Prob.

Prob.

Prob. | Prob. | Prob.

Variable

i) | 0.6664

0.6247

0.2994

0.0000 | 0.0000 | 0.0000

F.DI

=il | 0.2060

0.2185

0.0351

0.0000 | 0.0000 | 0.0000

INF

‘)M
Gyl 0.2258

0.8576

0.0859

0.0000 | 0.0000 | 0.0000

EX

‘)’_Ln

| 05668

0.4524

0.3563

0.0000 | 0.0000 | 0.0000

E-Views10 gl » cla i e bldie] lald) dae 1 jaadll
23S il mmy (o 723 sl ) paial () oSl Y T (V) Jsand) (e ealy

el Al prob. ded e Talaie) 138 5 «Js¥1 Gall die (Sl AV Lpany 5 (5 siasall die
sladY) ol il SN jlasi) 23 sad Gadai Ja g ol L gl 38 (55 @l 5 (945) e JBI e
ARDL 4c 54l
Ll Y iARDL 4ejsall slagy) <l il I jlasdy) 48 jal (g 73 gadl) pais Lald
OsSadl Gl lia) adus of ARDL de jsall ellayyl <ol yidl S jlass¥) #3sai GGk
& sl (e AlalSie Al 5 g ade 58 3 gail) 138 bl ) da ) S0 e 311 Julull
oo LS il CuilS g ¢ puaiill ¢ ya) &5 @lldy g (] (2)
ARDL g3sei i gl () Jsaal

Variable

Coefficient

Std. Error -Statistic

Prob.>

0. 785169
-B3.71E-13
1.3B9E-12
o0.157823
-O0.267251
4. 05E-12
-1L.48E-11
-1.334810
1.114910
14a48.5527
-103.0330
2. 79E-10
9.52E-10
107.4920
-7r3.47183
-0.240136
oO. 141445
A.77E-12
-6.35E-12
-0.288871
0.206951
-1L.A4z2E-12
5.60E-12
0.066908
18.41480
-1L03.7708
2.39E-09
-8.96E-09
-160.5340
06 .02232
-9.28E-10
3.B36E-09
154.3011
-99. 71604
33. 74682

163697 a4.7964a485

o

0.162965 -2.28E-12
0.162965 8.51E-12
0.235924 0.668955
o0.232898 -1L.147505
oO. 176273 2.29E-11
0.176273 -8.38E-11
0.2a0886 -5.54124a8
o.272574a 4.090303

4.308174
-2.642995
-S5S.27E-11
1.80E-10
5. 414955
-3.548536
—2.29098313
1.255856
6. 0O6E-11
0.029191
0.065507
o0.0644a455

-2.18E-10
-4. 409777
3.210787
-5.57E-11
2.19E-10
1.670331
oO.219641
-1.504368

0.025593
0.025593
0.040057
83.84061
68.97963

42.31.885 5.65E-11
a42.31885 -2.12E-10
46.52207 -3.450706
38.55608 2.4904a458
23.81877 -3.89E-11
23.81877 1.41E-10
36.33690 4.246402

37.4a6640
23.51654

-2.661479
1.435025

O0.0002
1.0000
1.0000
o0.5131
o.2680
1.0000
1.0000
O.0000
O.0009
O.0005
o0.04177
1.0000
1.0000
oO.0001L
oO.0027
0.0354
o.2272
1.0000
1.0000
O.0004a
O0.0055
1.0000
1.0000
o.114a43
o.8289
o0.1520
1.0000
1.0000
0.0033
o0.0Z24a1
1.0000
1.0000
O.0006
o0.0171
O0.1705

R-sqguared

Log likelihood
F-statistic
Prob(F-statistic)

Adjusted R-squared
S E. of regression
Sum sqquared resid

0.976278
0.925869
0.2992331
1.367321
19.91793
19.36723
O0.000000

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwwarz criterion
Hanmnnmnan-Quinn criter.
Durbin-Watson stat

- 0. 487353
1073684
o0.5914a454
1.917217
1.098067
2.196081
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dc jsall eUany) ol gl SIAN lasiV) zdges Sldl mils (Y) dsaall e gl
385 ¢(0.92) sl Jalaa by 3) Jsiha yiing zdgaill o Y 23 saill @ils j0di s ¢dARDL
dilan) s calill paaiall (& cilias il @l sl (e 929l el & il o iy
~0%) Adlan] dad Jgeas Of ) 3LEY) g L s dille dysinars (19.367) csly id
llia Lail 5 ¢ S Jalii Y1 A o J& el G i Y (2.196) Al (e (il
Laa Dl IS 5 cnnall i 8 1A Y Lo gl Cagus (il g @lld aaas e Jaad (Al @il jlaal
LS «(9) 5o ualill cila ol as ol oK1 (95 85 55 9) il ol <y w55 o
4 sinall S 5 (10%-5%) o sive O sl gy ctinall jpaiall 4 gimn il a5
15% (5 sine 2ic Axiall il
zisai sl @il Jalsall sl of cARDL dsagie 8 & idal) Jalsill jlad) GG
sl s (Bound Test) 25l JLidly caws (ARDL) 42y sall elasy) cal il 1A lasay)
Lol Loall asaall ae Lefiplie aty Al pddl ddlianl) daall o ading
Glsiie e de jga OS5 Sl o)l aas Sllg (Critical Value Bounds)
1(2) Jsaall (8 dain ge LaS 5 dilida 4 5inse

ARDL diagia (385 & yidall Jal&ill o gaall jLadl ;(£) Jsaall

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1(1)

Asymptotic: n=1000

F-statistic 1.512894 10% 2.37 3.2
k 3 5% 2.79 3.67
2.5% 3.15 4,08

1% 3.65 4.66

E-Views10 gty <l e e Talaie) gialdl dae 1 jaad)

AUl aiall @ ihall JalSEll dga g pae agaall HWA) (§) el e el
A (30l jmas s pall jra cpduzaill) Asiiall Gl paiall g (Hdlall aia ) LY caladag)
Iag pie o Ju Al paedl A 8 Jsd (2) sl 8 asaall las) il b Oy
e J a5 (1.512) Lhed caly il davdad) (F) daid 5S35 Lo 12y & jida JalSS
) s A e il (3.2) il s 1(1) Bound L dadaall oY) sl 4 2l
JalSS 2 ga g pdal (aLa®BY) jaudill 5 ¢(50) 4 gira (5 st e (2,37) 41Ul [(0) Bound
gy L S bl a1 laiin¥) of 3 dgabiaiiy) £kl ae Gildahy Y ¢l jidie
Dl A Al g La gV Aa 13 5 Al jall 5 Algs 3 Ll sl 5 Ayl (e 3l
U g Aagiil) o280 ()15 ¢3 padl (8 4y jlaiin¥) Ll Camaza ) A8lia) Gl 5l 30 DA 5 jiune
(Jashl) Jaly) 8 Jidaill & g0 (oS3 Ul il 3 g Gyl
(Cnand o 0 5S0 Uadl) mmaa 73 50 o LARDL dsagia (38 5 Undll sl i gad Llaal
g e anay AU andll Ll ¢(0) Jsan 8 Al 5 "yl JaY1" Gl g e aaay J Y1 sl
Sl i) il JalSal agay paad @lldg gl 5okE () (sl "dashall JaY)
(b WS zitiall S g o(Bound Test) 2 sasdl jlaay aa g elld g Aldiial) &l juaiall
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ARDL Ziagia (385 (Upailll Ja¥l) Uadl) primal 3 503 1(0) J2al

—_— ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(FDI(-1)) 0.329329 0.148638 2.215647 0.0416
D(FDI(-2)) 0.329329 0.148638 2.215647 0.0416
D(FDI(-3)) 0.329329 0.148638 2.215647 0.0416
D(FDI(-4)) 0.487152 0.168971 2.883046 0.0108
D(FDI(-5)) 0.219901 0.132450 1.660258 0.1163
D(FDI(-6)) 0.219901 0.132450 1.660258 0.1163
D(FDI(-7)) 0.219901 0.132450 1.660258 0.1163
D(FDI(-8)) -1.114910 0.187838 -5.935486 0.0000
D(INF) 148.5527 28.50601 5.211277 0.0001
D(INF(-1)) -34.02015 11.55781 -2.943476 0.0095
D(INF(-2)) -34.02015 11.55781 -2.943476 0.0095
D(INF(-3)) -34.02015 11.55781 -2.943476 0.0095
D(INF(-4)) 73.47183 14.77713 4.971995 0.0001
D(EX) -0.240136 0.086078 -2.789734 0.0131
D(EX(-1)) 0.015012 0.019097 0.786090 0.4433
D(EX(-2)) 0.015012 0.019097 0.786090 0.4433
D(EX(-3)) 0.015012 0.019097 0.786090 0.4433
D(EX(-4)) -0.273859 0.045485 -6.020828 0.0000
D(EX(-5)) -0.066908 0.027119 -2.467187 0.0253
D(EX(-6)) -0.066908 0.027119 -2.467187 0.0253
D(EX(-7)) -0.066908 0.027119 -2.467187 0.0253
D() 18.41480 60.02548 0.306783 0.7630
D((-1)) 9.926619 26.95877 0.368215 0.7175
D((-2)) 9.926619 26.95877 0.368215 0.7175
D((-3)) 9.926619 26.95877 0.368215 0.7175
D((1(-4)) -150.6074 26.92008 -5.594611 0.0000
D(-5)) -54.58505 23.28178 -2.344540 0.0323
D((-6)) -54.58505 23.28178 -2.344540 0.0323
D(-7)) -54.58505 23.28178 -2.344540 0.0323
D(1(-8)) 99.71604 27.32991 3.648604 0.0022
CointEq(-1)* -0.544160 0.176963 -3.074994 0.0072
R-squared 0.796827 Mean dependent var -0.025833
Adjusted R-squared 0.492066 S.D. dependent var 0.366874
S.E. of regression 0.261469 Akaike info criterion 0.434591
Sum squared resid 1.367321 Schwarz criterion 1.608838
Log likelihood 19.91793 Hannan-Quinn criter. 0.883306

Durbin-Watson stat 2.196081

E-Views10 gebis cila i e Talaie) (lialill Jae 1 jaadl
Oe Ll il jall Z3sall juadll Jal) Cilis pe s COllae (0) Jsaadl (e gl
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Lusi yfiad 025 (1.485) i Lo (sl (148.59%) Ay Lalaall ia¥) Liin) saly )
«(0.0001) 4 Adlaia¥) Al CilS Cam (506) (5 siusa e Gsina JS 5V 138 o5 Aliia
oRliad ) (535 Cogm (196) dusiy 43l 0 3 i pall el lul)l Y1 Jaadl I
dax dlim s 85 (0.0024-) <)l Lo 61 (0.240%) @l silal) in¥) i)
«(0.0131) 4} Alaia¥) dadll ilS Cum ¢(5%) s Yo (ssine OIS Y I s
3L ) g Casm (1%) Ay Wiy of 3 Gl ped ¥ Y1 Laad Jaad
dan dliem i 85 (0.18414) <t Le sl (18.414%) a8l 52 salaall aia¥) i)
«(0.7630) 41 ddlcia¥) dadll culS Cua ((10%4) o sine die Lsina G Y1 128 ol
¢(0.007) 4 Allaia¥) dagdll cuilS Cua aniall 50 (5 siue 2ie Allall 4 sinall JaaD SUIS
D) 2iad Cua ((COINtEQ(-1)) Wt rramai Jalaal 4 sine 250 5 p2e JaaSliy LS
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Ly pill Bihe e 4y gindd) Lalill (e 4S5 (0.54-) e O Cus G LEY) 5 Al dals
pae dagti (YA pmal 40Kl Gl Uadll an () 3) ¢l jidiall JalSill bl 3y a5 138
el Gl jpaiall 5 aill usiall g Le Jyshall Ja¥) 8 48D 5 g
Sfim Y adha e il o i(Granger causality) saios A <l LEa) Ll
DLERY) 1 ey i "(ARDL)" e D sall eUany) <l sl 1A lasa¥) 23 sl dleSa 3 ghad
by LaS il (i) ol HLEAD 5 ) jaa 3 ghad

a3l A LA () Jaad)

Null Hypothesis: Obs  F-Statistic Prob.
EX does not Granger Cause FDI 51 0.16189 0.9965
FDI does not Granger Cause EX 0.05213 1.0000
| does not Granger Cause FDI 51 0.29874 0.9698
FDI does not Granger Cause | 0.53045 0.8414
INF does not Granger Cause FDI 51 0.07075 0.9999
FDI does not Granger Cause INF 0.01644 1.0000

E-Views10 gelin la i e Tlaie) glialdl dae 1 jaeadll

A A s Ble 2say e Al Al Al Zigaly paldll () Jeaadl (e el
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Gl 84l g clalitiul) ¢ (waldd) diaall

sclalingy Y
& Al il Aol 5 s ONA Tas Aliis CcalS il iYLy i )
Al s leiiny) iy culS (2018-2013) saall JDAd Ll all (e 5 A Cl i
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Y ey s e il 8 g ol Cojeall e Ve s 520 jras <Y ama o
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Loba) clehad @llin (5S35 o Sy 23 Lo e ) daaatl) 3 30all DA e cJand) (e
sl Jaall 8 Ula) i Lol g Uad iy 5250

Al A e sl Al Aaledl el (e et Ll il 5 438l ¢ L oY) Dl f
dagall i) gdl) ) ay Al 5 it aducal Jase Ba8ad sa ) HELY) (Gadad () dpalaBY)
oadaiall adiaill Jare aia¥) el ey 3 66 jEiae ()5S G puall el s A ga 5SS
Alaall dleall G puall jla) 235 o) aduzaill Ve i 5 Ledind calaB¥l ol (bl 52
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Ol (8 LA il Ay b 5 Aga (Al e o) el

DAl 8750 ali 8 ST 55 e Ciall yras ¥ ara 5 520 Y ara elae) e Jeall
bl ¥ L) e

e el oo dealls oppaiinall Gilall anii A e daulie Ay il Ay Bl
dala dphadll cileUadll o i HLeiudl o paiionall auanig s all 5 4y i) cladlal)
AN 3yl 8 sl jlaud aal 5 ae
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