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Abstract: This study aims to show the effect of commercial openness 

and exchange rate on attracting foreign direct investment incoming to 

Algeria during the period )1990-2018(, By using autoregressive 

distributed lag approach (ARDL), The study found a positive impact of 

commercial openness on incoming foreign direct investment in the long 

term, and a negative impact of the exchange rate on incoming foreign 

direct investment in the short term. 
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ARDL Long Run Form and Bounds Test  

Dependent Variable: D(FDI)   

Selected Model: ARDL(1, 2, 1)   

Case 2: Restricted Constant and No Trend  

Date: 09/17/21   Time: 23:54   

Sample: 1990 2018   
Included observations: 27 
F-Bounds Test   

 

Null Hypothesis: No levels relationship 
     
     Test Statistic Value Signif. I(0) I(1) 
     
     
 

  
Asymptotic: 

n=1000  

F-statistic  4.025785 10%   2.63 3.35 

k 2 5%   3.1 3.87 

  2.5%   3.55 4.38 

  1%   4.13 5 

     

Actual Sample Size 
27  

Finite Sample: 
n=35  

  10%   2.845 3.623 

  5%   3.478 4.335 

  1%   4.948 6.028 

     

 

   
 



 

 

 

 

Levels Equation 

Case 2: Restricted Constant and No Trend 

     

     
Variable Coefficient Std. Error t-Statistic Prob.    

     
     

EXC 3.092298 7.344205 0.421053 0.6782 

OPEN 86.98470 25.61447 3.395921 0.0029 

C -3711.389 1269.159 -2.924290 0.0084 
     

     
EC = FDI - (3.0923*EXC + 86.9847*OPEN  -3711.3889 ) 

     

      

ARDL Error Correction Regression  

Dependent Variable: D(FDI)   

Selected Model: ARDL(1, 2, 1)   

Case 2: Restricted Constant and No Trend  

Date: 09/17/21   Time: 23:55   

Sample: 1990 2018   

Included observations: 27   

ECM Regression 

Case 2: Restricted Constant and No Trend 
     
     

Variable Coefficient Std. Error t-Statistic Prob.    
     
     

D(EXC) -42.09506 16.37984 -2.569931 0.0183 

D(EXC(-1)) 37.84910 16.66787 2.270782 0.0344 

D(OPEN) 14.68696 20.65897 0.710924 0.4853 

CointEq(-1)* -0.703643 0.163511 -4.303325 0.0003 
     
     

R-squared 0.627615     Mean dependent var 52.81481 

Adjusted R-squared 0.579044     S.D. dependent var 725.2986 

S.E. of regression 470.5821     Akaike info criterion 15.28177 

Sum squared resid 5093292.     Schwarz criterion 15.47375 

Log likelihood -202.3039     Hannan-Quinn criter. 15.33886 

Durbin-Watson stat 2.123015    

     

 



 
 

 

 

 

 

 Breusch-Godfrey Serial Correlation LM Test:  
     
     F-statistic 0.286068 Prob. F(2,18) 0.7546 

Obs*R-squared 0.831767 Prob. Chi-Square(2) 0.6598 
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Series: Residuals

Sample 1992 2018

Observations 27

Mean      -6.40e-13

Median  -43.67119

Maximum  825.1473

Minimum -1078.158

Std. Dev.   442.6012

Skewness  -0.133091

Kurtosis   3.102018

Jarque-Bera  0.091419

Probability  0.955320


  

Heteroskedasticity Test: ARCH   
     
     F-statistic 0.084141     Prob. F(1,24) 0.7743 

Obs*R-squared 0.090834     Prob. Chi-Square(1) 0.7631 
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Dependent Variable: FDI   

Method: ARDL    

Date: 09/17/21   Time: 23:54   

Sample (adjusted): 1992 2018   

Included observations: 27 after adjustments  

Maximum dependent lags: 4 (Automatic selection) 

Model selection method: Akaike info criterion (AIC) 

Dynamic regressors (4 lags, automatic): EXC OPEN   

Fixed regressors: C   

Number of models evalulated: 100  

Selected Model: ARDL(1, 2, 1)   

Note: final equation sample is larger than selection sample 
     
     

Variable Coefficient Std. Error t-Statistic Prob.*   
     
     

FDI(-1) 0.296357 0.180256 1.644088 0.1158 

EXC -42.09506 19.79570 -2.126475 0.0461 

EXC(-1) 82.12004 31.36908 2.617866 0.0165 

EXC(-2) -37.84910 22.53554 -1.679529 0.1086 

OPEN 14.68696 25.01177 0.587202 0.5636 

OPEN(-1) 46.51922 25.82370 1.801416 0.0867 

C -2611.493 1000.047 -2.611370 0.0167 
     
     

R-squared 0.765505     Mean dependent var 1073.111 

Adjusted R-squared 0.695156     S.D. dependent var 913.9992 

S.E. of regression 504.6431     Akaike info criterion 15.50399 

Sum squared resid 5093292.     Schwarz criterion 15.83995 

Log likelihood -202.3039     Hannan-Quinn criter. 15.60389 

F-statistic 10.88161     Durbin-Watson stat 2.123015 

Prob(F-statistic) 0.000021    
     
     

*Note: p-values and any subsequent tests do not account for model 

        selection.   

 


