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stability, as well as the establishment of policies and
strategies by the Egyptian government that encourage
long-term types of portfolio investments to reduce the
volatility of this type of investment and contribute to
economic growth.

Keywords:  Foreign Investment
economic growth, Egypt, ARDL method.
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Abstract:

This study aims to test the co-integration
relationship between portfolio foreign investment and
economic growth in Egypt during the period of 2002-
2016. Therefore, the descriptive analytical approach
was used, as well as the econometric approach, where
we reviewed an econometric processing of available
data using the Auto-regressive Distributed Lag model
«ARDL» and the Granger causal relationship test.
The results of the test <ARDL» indicated the absence
of a balancing relationship between the portfolio
foreign investment and the economic growth in Egypt
during the period of the study. This result contradicts
the economic theory, and conforms to the findings of
the study of MEHMET et al. (2014) and differs with
the other previous studies included in the present
study. We can explain that by the severe fluctuations
experienced by the portfolio foreign investment in
Egypt during the period that we analyzed due to local
and global political and economic developments that
affected Egypt negatively. The results of the causality
Granger test indicated a lack of causal relationship
between the two study variables. Finally, The study
recommended the need to strengthen democracy in
society in order to achieve and maintain political
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1(2) dsaad

PP _uii)s ADF i) alaiuly (2 sl 5in) ¢ gfead) i Jufa) il

PP _L:ii) E_‘_?I:l.'a‘ ADF _Las) E_.‘l:-.j
At Level At Level
GDP FIFP cOP FIP
With Cons... t-Statistic -1.8799 -10.0229 With Cons... t-Statistic -27248 -5.2425
FProb. 0.3310 0.0000 Frob. 0.0983 0.0012
nU e * *x*
With Cons... t-Statistic -1.9667 -10.8245 With Cons... t-Statistic -29239 -4.00832
Frob. 0.5683 0.0000 Frob. 0.71902 0.0381
no A nQ =
Without C___ t-Statistic -0.2978 -6.1105 WithoutC... t-Statistic -0.2028 -5.2092
Prob. 0.5218 0.0000 Frob. 0.5582 0.0001
no EE no -
At First Difference ML]EMI?EDF’ dIFIP
d(GDP) diFIP) With Cons t-Statistic —3(482?} —4(003":3
With Cons... t-Statistic -3.5148 -15.4756 ) Prob. 0'02?0 0-0136
Frob. 0.0255 0.0000 e e
*& *h*
) L With Cons... t-Statistic -3.3651 -3.7993
With Cons... t-Statistic -3.4150 -14.5570 Prob. 0.0997 0.0603
Frob. 0.0927 0.0001 * *
) o ) WithoutC... t-Statistic = -3.6275 -4.2544
Without C...  t-Statistic -3.6410 -16.1058 Prob. 0.0016 0.0005
Prob. 0.0015 0.00017 EHE Fkk
Notes: (*)Significant at the 10%; (“*}Signifcantat the 5%; (***) Signincan
*MackKinnon (1995} one-sided p-values.
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ARDL Bounds Test
Date: 06/21/18 Time: 07:52
Sample: 2006 2016

Included observations: 11

Null Hypothesis: No long-run relationships exist

Test Statistic Value
F-statistic 49.65392

Critical Value Bounds

Significance 10 Bound
10% 4.04
5% 4.94
2.5% 5.77
1% 6.84

K

1

11 Bound

4.78

5.73

6.68

7.84
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Dependent Variable: GDP

Method: ARDL

Date: 06/23/18 Time: 00:02

Sample (adjusted): 2006 2016

Included observations: 11 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): FIP

Fixed regressors: C

Number of models evalulated: 20

Selected Model: ARDL(4, 4)

Variable Coefficient Std. Error t-Statistic Prob.*

GDP(-1) 0.271188 0.174779 1.551609 0.3645

GDP(-2) 0.018507 0.210371 0.087973 0.9441

GDP(-3) 0.491786 0.165564 2.970368 0.2067

GDP(-4) -0.571661 0.106155 -5.385176 0.1169

FIP 0.000283 2.88E-05 9.850235 0.0644

FIP(-1) 0.000248 6.06E-05 4.094841 0.1525

FIP(-2) 0.000455 6.61E-05 6.879969 0.0919

FIP(-3) 0.000221 5.61E-05 3.951178 0.1578

FIP(-4) 0.000267 4.89E-05 5.451572 0.1155

C 4.354444 0.462319 9.418697 0.0673
R-squared 0.998475 Mean dependent var 4.427273
Adjusted R-squared 0.984748 S.D. dependent var 2.004635
S.E. of regression 0.247572  Akaike info criterion -0.533943
Sum squared resid 0.061292  Schwarz criterion -0.172220
Log likelihood 12.93669 Hannan-Quinn criter. -0.761959
F-statistic 72.73809  Durbin-Watson stat 2173338

Prob(F-statistic) 0.090764

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

selection.
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ARDL Cointegrating And Long Run Form
Dependent Variable: GDP

Selected Model: ARDL(4, 4)

Date: 06/23/18 Time: 00:09

Sample: 2002 2016

Includedobservations: 11

Cointegrating Form

Variable Coefficient
D(GDP(-1)) 0.061368
D(GDP(-2)) 0.079875
D(GDP(-3)) 0.571661

D(FIP) 0.000283
D(FIP(-1)) -0.000455
D(FIP(-2)) -0.000221
D(FIP(-3)) -0.000267
CointEq(-1) -0.790180

Cointeq = GDP - (0.0019*FIP + 5.5107 )

Long Run Coefficients

Variable Coefficient
FIP 0.001866
C 5.510701

Std. Error t-Statistic Prob.

0.124951 0.491135 0.7094
0.146564 0.544985 0.6823
0.106155 5.385176 0.1169
0.000029 9.850235 0.0644
0.000066 -6.879969 0.0919
0.000056 -3.951178 0.1578
0.000049 -5.451572 0.1155
0.092516 -8.541047 0.0742
Std. Error t-Statistic Prob.

0.000317 5.891025 0.1070
0.200247 27.519523 0.0231

Gl o Ga (Cuomatall Guy T L (al,3s0) sl
slssel e (ggins sud) Libiaal JIs e 52 (0.14) sl
LS (% 5 o oS 525 (0.60) aly waliwall Jlaia ¥l (s sius o
Ooaiiall Gy wsatll Cia sl uSay Lo sas ool Jgaall ainy
O dalala 45508 A upay pad, LiSa dld e cly
Da sias b galaid¥l gailly aiadl oa ¥l latiyl

Alyall Al 534l
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Correlations

Pearson Correlation
FIP Sig. (2-tailed)
N
Pearson Correlation
GDP Sig. (2-tailed)

N

FIP GDP
1 0,148
0,600
15 15
0,148 1
0,600
15 15

BTl Ltieay oluitall alosiul olli Cllgy LS ((GDP
Il s sl Haiall Jlass¥l Jasy a8 LEne Y Lo Olae oY
waa3 i3 o Kly (GDP 5 FIP) o puiiall [Liie ¥l Cuay Baal
P Lol olsall sue waad Cay Cpapuiiall Cyay Levall 3l
Uns I 052 (P) O J31 any 439 elliy o(VAR) 3 gaid usliall
JolS UMzl e I s (P) 0o ST sanss cdasill 3
Sole aly Lyall ola o g ey LS il Al ole slas
LR ) ilalaall yulas e slaie YU Lyia)ll ol padll sae ayaas
& 383 Ol (S Ay e Juiil oy < (FPE AIC SC HQ

(276422011 o) Sl Joyll Sl

SPSS22 zali p Sl jia 1 jradll

a1 LY oy i JolS5 A3)e ssag pac O
(%) Lisire (ssims dic yias 3 sulati¥l sailly Jasadll
Olaliwd (gsitwe e aalag ¥ golais¥l saill o e Yoy
Lpaall 5,500 JMa goaadl alaid¥l 3 aiadl iaYl
i V1Lt oy Lol LMl a3l oy oSl g alyully
ot Ayl 3538 PMa jime b alats¥l gailly Jadadll
] (G202 )5 Lazal

: Granger Causality Tests jaifa dasw jLOASl .5
olaail date zisal 5uals (Hadlyal) dndl Hlaal Cllas,
3 FIP) Gaseaiall dolu Camy (s3Il sla3¥l 5SS (VAR) (315

(7) Jdsad
VAR zisai & a3l ghlal) @ i ase Lad)

VAR Lag Order Selection Criteria

Endogenous variables: GDP FIP
Exogenous variables: C

Time: 17:48 19/31/Date: 05
Sample: 2002 2016

Included observations: 13

Lag LogL LR FPE AIC SC HQ
0 -151.3059 NA 60031781 23.58553 23.67245 23.56766
1 -144.2801 10.80898 38308898 23.12002 23.38076 23.06642
2 -134.2641 12.32739% 16225948* 22.19448%* 22.62905%* 22.10515%

indicates lag order selected by the criterion *

(LR: sequential modified LR test statistic (each test at 5% level

FPE: Final prediction error
AIC: Akaike information criterion
SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Pairwise Granger Causality Tests
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