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The impact of indirect foreign investment on GDP in Iraq
for the period (2009-2019)
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Tikrit University
Abstract:

It is obvious that some of developing countries may have lack in their essential
resources to cover their investment and then advances the economic development
process; the reason could be due low average of per capita, further, decline in the rate of
Gross Domestic Product (GDP) growth and subsequently affect negatively the level of
investment. This effect will lead to shortage in necessary fund allocated to the
development process. This shortage will encourage the foreign investment to grow to
finance the necessary activities in the domestic markets in both ways direct and indirect.
After the dramatic changes in the year 2003, Iraq has faced radical shifting in its
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economy finance, this change was supported by many necessary laws, programs, and
then establishing Iraqi stock exchange. Despite of steps adopted by the Iraqi legislators,
the results were not up to the potential to attract both or either direct or indirect foreign
investment.

The study objective is to explore the role of foreign indirect investment
(portfolio investment) on Iraqi GDP for the period from 2009 to 2019. The study has
employed standard analysis tools to test the relationship between foreign indirect
investment and GDP. The study, therefore, found positive and significant relationship
between the study variables i.e. indirect foreign investment & GDP in short term period.
Keywords: indirect foreign investment, gross domestic product.
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root
At Level
y X
-2.4964 -0.4846 t-Statistic With Constant
0.1235 0.8822 Prob.
no no
-2.4999 -1.0630 t-Statistic With Constant & Trend
0.3267 0.9211 Prob.
no no
0.5706 -0.7730 t-Statistic Without Constant & Trend
0.8356 0.3739 Prob.
no no
At First Difference
d(y) d (x)
-2.4508 -2.1820 t-Statistic With Constant
0.1346 0.2161 Prob.
no no
-2.4962 -5.0284 t-Statistic With Constant & Trend
0.3284 0.0013 Prob.
no **%*
-2.3956 -2.1740 t-Statistic Without Constant & Trend
0.0177 0.0305 Prob.
** **
Notes:
a. (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant
at the 1% and (no) Not Significant
b. Lag Length based on SIC
c. Probability based on MacKinnon (1996) one-sided p-values.
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ARDL Error Correction Regression
Dependent Variable: D (Y)

Selected Model: ARDL (2, 5)

Case 2: Restricted Constant and No Trend
Date: 03/01/21 Time: 00:19

Sample: 2009Q1 201904

Included observations: 39

ECM Regression
Restricted Constant and No Trend

Case 2:

Qed

0

(M (-1))

0.343757

0088137 | 0.34375
= 0.007834 0.025521 D (x)
0.0280 2309163 0.005747 0.013271 D (x(-1))
0.0706 1.874768 0.005916 0.011090 D (x (-2))
0.0897 1.753561 0.006005 0.0 1'0_53 | D (x(-3))
0.0000 6.338612 0.008526 0.054041 D (x (-4))
0.0000 -5.489810 0.003665 -0.020118 CointEq (-1)*
0.013009 Mean dependent var 0.832056 R-squared
0.042394 S.D. dependent var 0.800567 Adjusted R-squared
-4.934748 Akaike info criterion 0.018932 S.E. of regression
-4.636160 Schwarz criterion 0.011470 Sum squared resid
-4.827618 Hannan-Quinn criter. 103.2276 Log likelihood
[ 1.621950 Durbin-Watson stat

- * p-value incompatible with t-Bounds distribution.
Null Hypothesis: levels relationship F-Bounds Test

1 r 1(0) ! -;,\'j"'w,y.x:‘-

\a -
ralue 1
N =

3.51 3.02 10% 9418129 F-statistic
4.16 3.62 5% 1 k
4.79 4.18 2.5%

5.58 4.94 1%

Levels Equation
Case 2: Restricted Constant and No Trend
% Ced >

ATOD. =51 tic otd. Brror | L Dt

0.4573 -0.752986 1.549732 -1.166926

0.3799 0.891222 3941108 35.12403
EC = y- (-1.1669%x + 35.1240)

Null Hypothesis: No levels relationship F-Bounds Test

1 1

Asymptotic: n=1000
3.51 3.02 10% 9.418129 F-statistic
4.16 3.62 5% 1 k
4.79 4.18 2.5%
5.58 4.94 1%
Finite Sample: n=40 39 Actual Sample Size
3.73 3.21 10%
4.523 3.937 5%
6.333 5.593 1%
Finite Sample: n=235
3.757 3.223 10%
4.53 3.957 5%
6.48 5.763 1%
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Al Al ) i G A8 Qo glall 5 puadll JaV) cilalaa i
Al ae G gimay A3k Ay dadiy (X) Jall aldl e ¥ Lyl
Ay Jalall bl e a1 LY 3aL ) o) @ Guadll da¥1 i (y) Alea)! sl
A G dyshall Ja¥) 8 Ll ((%0.025) Ay Jlaal) sl ailall 30y 5 (M ol (%1)
& (AdjR2) zawaall poadll Jalzs dad O Cus () 5 (X) O Rasine e 5 LuSe (A
Gaad Al Gl il e (%80) oot be Jituall jpiall jud g (0.80) ily Haiall 73 salll
Db 33055 Al A sdie Ol jaie a3 (9%20) W38 Al g 4] deaid) Ll ail) jpaiall
&bs Bounds Test 2l jlial b e (F) 4l ) Jeagill a5 czisaill 4 liic)
Ay sindll il s waen die oW1y V) 3l (e ) Ll Baa Sl (e s (9.4) La_laie Lo
ool a8 G puatall cp (Ja) Al gl 4y ) 3 A8 ) & jida JWlSS A8 2 ga g B LI &
Asa (ya SEL (ARDL) gisad (8 (cbill uilad ase) o (I Bl ¥ jLad) GG
i alasinly (adl ol Ll ;Y1) 130 s )Y)
Breusch-Godfrey. Serial Correlation. LM Test
e ol Zsall A e U Cags (Heteroskedasticity. Test: ARCH) :bials
oAl a8 Gl paziall (G A83all (945) 4n sira (5 siuse ie () (uilad aae AL
(ARDL) zasad (8 Oaliill (et ane 5 Sl el )Y s &3l 0(7) Jsaal)
Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags
0.3971 Prob. F (2,28) 0.954697 F-statistic
0.2880 | Prob. Chi-Square (2) | 2.489731 | Obs*R-squared
Heteroskedasticity Test: ARCH
0.6740 Prob. F (1,36) 0.179930 F-statistic
0.6638 | Prob. Chi-Square (1) | 0.188981 | Obs*R-squared
Eviews12 zel » Cla jia e alde VL daldl dlae) e 1 jaadll
ki) s 5 () Jsaadl e iy
Breusch-Godfrey. Serial Correlation. LM Test
G adall dum jp i la 31 Jalsy¥) Al (e A 3l (ARDL) zisel o gealy
(Prob. Chi-Square) s (Prop. F) e s (S bls )l AlShe 25a g pday) il
(%5) 43 5ine (5 sl die 4 ginall adal Ol i (pall
el Gailad aae AlSAG (e el mAgeill Il puls Al ALl A 8l b i
Gy g ¢(%5) s die 4ygea e (Prop. F) 5 (Prob. Chi-Square) a8 <uilS Cus
.(Heteroskedasticity Test: ARCH) _lsa¥ i
LY (CUSUM, CUSUM Squares) dexias 3 aall zdgadll 40 jiad JLaa) el
SR e oSl sty 3) degall I LEAY) e 3m 2l 5 38l (ARDL) gdsadl ) aiuY)
sl aS) Sl g ganall AT ardiay g dled Al <t (6T 2sas (e el 28 L
* (CUSUM sum of Squares) (8 sl <y jyal (aSI il & ganall ) ddla) (CUSUM)
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