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Abstract:

This study aims to highlight the importance liberalization of interest rates in attracting
foreign direct investment in Algeria during the period 1994-2023, as it was concluded that there
is no evidence of a long-term equilibrium relationship between the two variables, and thus the
ineffectiveness of the interest rate liberalization policy pursued by the government in attracting
investment. Foreign direct investment, which confirms that there are other economic and
financial factors that make the interest rate liberalization policy a factor that does not affect
attracting foreign direct investment, which cannot be relied upon in formulating policies related

to attracting foreign direct investment in Algeria.

Keywords: Interest rate, interest rate liberalization policy, foreign direct investment,

Economic relationship.
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i) Calida e 1 g¥ Rl
P e Habad) a¥) i) o il 526l jew B e i) 1 6 o sk
sl e palaadl a1 L) Al eling o dgaill iyt 3aa Yl St dalaad sy s2e
Ll
Lala¥) Clpaaiall mans Jiay 1 4.2 a8 Jgaad)
Bl prw — AL g1 jleina) 348
IFD yoldt gl jlomwdl o Jzedt i)
5ol dayld) O
IN 3.\3\.53\}%»
bl dlac) et aal)
IFD - ao + allN + St
) &80l Al 1Y)
Jedleadl ‘f"\m Bl N adlalea Z\:gm Jlas)l -1
ledalin)) e lalan cwilS 130 Byfiee dodidll o3 (y5<i JFD  Asall HAsY) Jleal spaie 22k
K> 0 S Ul o ¢ Siaall e caliss Y (ggina Py
IDF alulull 03 Lalsyy) alls Jie 11,2 a8y JS&)
Date: 05/25/24 Time: 12:19

Sample: 1994 2023 IF IFD
Included observations: 29

Autocorrelation Partial Correlation AC PAC Q-Stat Prob

0884 0884 25071 0.000
0795 0.066 46.134 0.000
0740 0117 65085 0.000
0.627 -0.266 79.230 0.000
0511 -0.119 89.009 0.000
0.395 -0.160 95094 0.000
0.285 -0.017 98.407 0.000
0.186 -0.011 99.891 0.000
0101 0.037 10035 0.000
10 0.017 -0.051 100.36 0.000
11 -0.067 -0.090 100.58 0.000
12 -0.138 -0.081 101.59 0.000

D00 = O L R =

Eviews zalin Glapa @ jdaall
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bl ia¥) L) Ao Balil) s e ghail) Jalaty A G Juadl
Lsine LIS K Cloadll Jal (e digsnall calaall o ¢ 3130 Tl V) Alls DA (e Laadls

A, (les pics) saed aliail ae dlulldl 8 ale sladl S5 35 iy peall (e Calias

) jaas Alded ducally Jlal)

IN ALl S Llsyy) ally Jie 2 2.2 ady Jead)

Date: 05/25/24 Time: 12:32
Sample: 1994 2023 IF IFD
Included observations: 29

Autocorrelation Partial Correlation AC PAC @Q-Stat Prob

0.889 0.889 25401 0.000
0.811 0.094 47285 0.000
0.759 0.109 67.230 0.000
0.642 -0.312 82.070 0.000
0.521 -0.163 92.244 0.000
X -0.122 98.832 0.000
0.305 0.017 102.62 0.000
0.197 -0.033 104.28 0.000
0.088 -0.077 104.62 0.000
-0.002 -0.029 104.62 0.000
-0.064 105.01 0.000
-0.083 106.65 0.000
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Eviews @AU i Glayda

: JMAS‘

claiall Al a0 naas -2

@Al Al a5 ¢ eladl) g S Hlodl Jleaiel chaid) il 4y aass ol e

6 o8) Jsanll (e aads TFD aludes Dia 32l HLad¥) 3 dayoall uleall daailly dad 5] s20a

p =1 ualill Al alad ¢

IFD 3Ll 5alidan:5.2

VAR Lag Order Selection Criteria

Lag  LogL LR FPE AIC sC
0 | -26.08 NA 1.01 2.85 2.90
1 -0.89  4508*  0.07* 0.30% 0.40%
2 -0.51 0.63 0.08 0.36 0.51
3 0.19 1.10 0.08 0.40 0.59
4 0.20 0.01 0.09 0.50 0.75

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
* indicates lag order selected by the criterion

a8y Jgaall

HQ

2.85
0.32*
0.39

0.43

0.54

Eviews zalin cilsda o alaeYb dulall slae] (e 1 jaal)
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lyals dayn gy SN Joanlly 825U jeas Alabes 5ual cla o dyaaty a8 danylall i
B jae Aluaks il da s 2083 :6.2 28, J gaa)

VAR Lag Order Selection Criteria

Lag LogL LR FPE AIC SC HQ
Endogenous variables: IN
1 -24.25 5.28* 0.92* 2.76* 2.86* 2.78*

* indicates lag order selected by the criterion
Eviews zalin cilsda o alaeYb dulall slae] (e 1 jaal)

Jeddl Ao salal) il jlas) guli -3

Goilly HLEAY) 13a gl culSs ctycal o ASilegisl dylay Eviews maliy oy
Pk LS el

IFD dlu —
B e Aluals il dajo 2083 :7.2 28, J gaad)

Unit Root Test

Variable IFD ADF
A B C
IFD 159 -1.13 -2.58
DIFD -458 | -5.70 @ -5.87

Eviews zaliyy Alaiua¥l Akl sae) o 1 juaal)

JSU ADF sy Logesall 2l (N iyies 52 IFD spanall of oDlel Joanll e Laadls

aladl olai¥) £S5 dgasl ki 10% 5 %5 Lisina (s5iss die Aganall @l (o ST A-B-C 3Ll
sk Lo alsind (V) Aoyl e Bl e SLEAY) b elya) dey

Ailasy) o0 J tgycalype 385 Aisadl Ailaa¥) o 223 C zisadl DA e

L.; Lg.l\;i ‘)J; dgng 2\:1.«4‘)3 uaﬂ).i 4.':{3 3 %1 ‘50/05 dic &ﬂx.ls‘g 0/010 &f}m (_E}:L\AA e ZJJ..‘\MS\
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IN Aol -

IN idu e jshaal Jlg oo Ll gulsi :7.258) Jgaal

Unit Root Test

Variable IN ADF
A B C
IN 1.44 -0.36 -2.77
DIN -4.16 | -5.43 -5.35

Eviews zalin Lilaiua¥l Akl dae) (e 1 juaal)

JSUADFLaY Ligaad) aill N sjiae 52N spiidl o) el Joaall e CadSis
3sagl bl (10% 5 %5 disies (gsise e Mackninon dlsaaal a@ll e <1 A-B-C z 3kl

s Alganal) ddlasy) e Bty calypp dasmaall ddlasy) of 235 C sl DS (e

. DIN al.lud) ‘?A QQJBT J'J.; Jgag dua)d yadyl dlag ¢ %1 j%5 e Aﬂhf} %10 2\:1‘94:.& (5Fua
"L.AJY‘ Z\AJA]\L)QZ\JA&AJ WDIN‘M | ‘:’
Skl sia¥) L) AN ) £ 3gail) sk Bl —

Sl a1 L) A L) g agall g (s Laa) 7.2 a8y Jgaal)

Phillips-Perron Unit Root Test on RESID

PP Test Statistic -4.280811 1% Critical Value* -4.5000

5% Critical Value -3.6591

10% Critical Value -3.2677

*MacKinnon critical values for rejection of hypothesis of a unit root.
Variable - Coefficient Std. Error t-Statistic Prob

RESID28(-1) -1.052204 0.245584 -4.284496 0.0005
C -0.004725 0.126287 -0.037417 0.9706
@TREND(1994) 3.07E-05 0.009179 0.003349 0.9974

Eviews galiyy Akt Akl sae) (e 1 juaal)

aiadl o el Joaall e CalSias cgsinall B @oill o LAY e eha) e
adll (e LSt A-B-C g3l J<I Phillips-Perron Hlisy 4gusall 4l Y < RESID
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LS Olrydg Sl dgyl izt YL~

SoW) dmyll e 3l 8 s DIFD JanL)
So¥) oyl e 3LolStag 8 e DIN CIpEEs
LS}SM*M L} 3 itnns RESID C;}“J\ g;‘j‘

Al chloa¥) &3 e ol Akl el e 1 juaal)
salal) ataV) laiiud) Al cfpuitie C o yidiall Jalsl) ladl) sl

daajd Jo Asgans Saall (pe 4l adaal) dailly S (gl il of 11 Jsaall (ha ecaly

1% 5 %5 Sl digine (i die g (dall) Caljiall JolSill ania (o dgag aaes AL a2l
1% 5 %5 disiae G e JalSS Glle 35 222 e Trace Statistic lod) cudl Cus
Gsiee e JalS3 ADle 2n50 Y 4l 2a3 Max-Eigen Statistic Lol e slaeYhg Allie 8)5as

A% 5 %5 igiae

Sl a¥) L) A Clia O il JalSl Laal 19.2 by Jsaal)

Johansen Cointegration Test

Series: IFD IN Lags interval (in first differences): 1 to 1
Hypothesized Eigenvalue Trace 5 Percent 1 Percent
No.of CE(s) Statistic Critical Value Critical Value
None ** 0.181982 9.400912 19.41 29.91
At most 1 * 0.028835 0.819238 3.76 6.65
*(**) denotes rejection of the hypothesis at the 5%6(1%0) level Trace test
indicates no cointegrating at both 5% and 1%olevel
Hypothesized Eigenvalue Max-Eigen 5 Percent 1 Percent
No. of CE(S) Statistic Critical Value Critical Value
None ** 0.181982 5.624374 14.07 18.63
At most 1 0.028835 0.819238 3.76 6.65
*(**) denotes rejection of the hypothesis at the 5%6(1%b) level Max-

eigenvalue test indicates no cointegrating at both 5% and 1%olevel
Eviews galiyy Ailaia¥h dllal) slae) (e 1 juaal)
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Akl ia¥) L) Adla cpsie G dad) JLES) cBIG

Adgaall (F) dad oo Apaall elad e dumyll e oSal) 2 Granger ,lasy duaally
O G d9ngy AL aaall ducaj (miy F-tab e Sl F-Stat cul€ 136 digwad) (F) dads
- Lcapdl) Jabs eSall cilS 13y puiiall

Pairwise Granger Causality Tests

Null Hypothesis Obs F-Stat Prob
IFD does not Granger Cause IN 28 | 0.71908 | 0.49783
IN does not Granger Cause IFD 0.64516 0.53381

Eviews galiyn Ailaiua¥h dllal) slae) (e 1 juaal)
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ADF Test Statistic -2.588834 1% Critical Value* -4.3226
5% Critical Value -3.5796
10% Critical Value -3.2238

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
Dependent Vanable: D{IFD)

Method: Least Squares

Date: 05/25/24 Time: 12:21

Sample(adjusted): 1996 2023 IF IFD

Included observations: 28 after adjusting endpoints

Wariable Coefficient Std. Error t-Statistic Prob.
IFD{-1) -0.518401 0.200245 -2.588834 0.0161
D(IFD(-1)) 0.202070 0.208873 0.967433 0.3430
C 10.85535 3.947746 2.749760 0.0112
@TREND({1994) 0.249049 0.105766 2.354706 0.0271
R-squared 0.230012 Mean dependent var 0432500
Adjusted R-squared 0.133763 S5.D. dependent var 1.221543
S_E. of regression 1.136913 Akaike info criterion 3226073
Sum sguared resid 31.02169 Schwarz criterion 3. 416388
Log likelihood -41.16503 F-statistic 2.389769
Durbin-VWatson stat 1.829499 Prob(F-statistic) 0.093742
ADF Test Statistic -1.132345 1% Critical Value® -3.6852
5% Critical Value -2.9705
10% Critical Value -2.6242

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{IFD)

Method: Least Squares

Date: 05/25/24 Time: 12:20

Sample(adjusted): 1996 2023 IF IFD

Included observations: 28 after adjusting endpoints

ariable Coefficient Std. Error t-Statistic Prob.
IFD{-1) -0.062083 0.054827  -1.132345 0.2682
D{IFD{-1)} -0.039686 0.197741 -0.200699 0.5426
C 2172811 1.5632931 1.417422 0.1687
R-squared 0.052124 Mean dependent var 0.432500
Adjusted R-squared -0.023706 S.D. dependent var 1.221543
S_E. of regression 1.235937 Alkaike info criterion 3.362493
Sum squared resid 38.18853 Schwarz criterion 3.505230
Log likelihood -44 07491  F-statistic 0.68737T
Durbin-VWatson stat 2.033571  Prob(F-statistic) 0.512147
ADF Test Statistic 1.5693901 1% Critical Value® -2.6486
5% Critical Value -1.9535
10% Critical Value -1.6221

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{IFD)

Method: Least Squares

Date: 06/25/24 Time: 12:21

Sample(adjusted): 1996 2023 IF IFD

Included observations: 28 after adjusting endpoints

Variable Coefficient Std. Error  t-Statistic Prob.
IFD{-1) 0.014582 0.009148 1.593901 0.1230
D{IFD{-1)) -0.047947 0.201454  -0.238006 0.8137
R-squared -0.024051 Mean dependent var 0432500
Adjusted R-squared -0.063437 S.D. dependent var 1.221543
S.E. of regression 1.259693 Akaike info criterion 3.368362
Sum squared resid 41.25749  Schwarz criterion 3463520
Log likelihood -45.15707  Durbin-Watson stat 2.019907
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ADF Test Statistic

-5.870301

1% Critical Value®
5% Critical Value
10% Critical WValue

-4.3382
-3.5867
-3.2279

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(IFD,2)
Method: Least Squares

Date: 05/258/24 Time: 12:29

Sample(adjusted): 1997 2023 IF IFD

Included observations: 27 after adjusting endpoints

Variable Coefficient Std. Error t-Statistic Prob.
D{IFD{-1)) -1.616424 0275356 -5.870301 0.0000
D(IFD(-1).2) 0.543298 0203371 2671459 0.0136
C 1.219481 0.545312 2236297 0.0353
@TREMND{1994) -0.034235 0.023024 -1.179530 0.2502
R-squared 0641731 Mean dependent var -0.033704
Adjusted R-squared 0.595001 S.D. dependent var 1.801660
S_E. of regression 1.146568 Akaike info criterion 3247378
Sum squared resid 3023624 Schwarz criterion 3.439354
Log likelihood -39.83960 F-statistic 13.73254
Durbin-Watson stat 2065509 Prob(F-statistic) 0.000024
ADF Test Statistic -5.704369 1% Critical Value® -3.6959
5% Critical Value -2.9750
10% Critical Value -2 6265

*MackKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
Dependent Wariable: D{IFD.2)
Method: Least Squares

Date: 05/25/24 Time: 12:27

Sample(adjusted): 1997 2023 IF IFD

Included observations: 27 after adjusting endpoints

“ariable Coeficient Std. Error t-Statistic Prob.
D{IFD{-1}) -1.553044 0.272255 -5.704369 0.0000
D{IFD{-1).2) 0.493041 0.200472 2.459397 0.0215
C 0.646704 0.250128 2.685488 0.0162
R-squared 0.620059 Mean dependent var -0.033704
Adjusted R-squared 0.588398 S.D. dependent var 1.801660
5. E. of regression 1.155877 Akaike info criterion 3232036
Sum squared resid 3206526 Schwarz criterion 3.376018
Log likelihood -10.63248 F-statistic 19.58387
Durbin-VWatson stat 1.972752 Prob(F-statistic) 0000009
ADF Test Statistic -4 589678 1% Critical Value™® -2.6522
5% Critical Value -1.9540
10% Critical Value -1.6223
*MacKinnon critical values for rejection of hypothesis of a unit root.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D{IFD,2)
Method: Least Squares
Date: 06/25/24 Time: 12:30
Sample(adjusted): 1997 2023 IF IFD
Included cbservations: 27 after adjusting endpoints
Variable Coefficient Std. Error  t-Statistic Prob.
D(IFD{-1})) -1.233064 0.268660 -4.589673 0.0001
D(IFD{-1).2) 0.336844 0.211774 1.590583 0.1243
R-squared 0.514234 Mean dependent var -0.033704
Adjusted R-squared 0.454803 S.D. dependent var 1.801660
5.E. of regression 1280569 Akaike info criterion 3.403673
Sum squared resid 40.99643 Schwarz criterion 3.499661
Log likelihood -43.94955 Durbin-Watson stat 1.861810
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1% Critical Value™
5% Critical Value
10% Critical Value

-3.6852
-2.9705
-2 6242

*Mackinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation

Dependent Variable: D(IM)
Method: Least Squares
Date: 05/25/24 Time: 12:33

Sample(adjusted): 1996 2023 IF IFD

Included observations: 28 after adjusting endpoints

“ariable Coefficient Std. Error t-Statistic Prob.
IM(-1}) -0.019032 0.051854 -0.367028 07167
D{IM(-1)) -0.041030 0.201388 -0.203736 08402
c 0.580870 0427490 1.359026 01863
R-squared 0.008159 Mean dependent var 0.425000
Adjusted R-squared -0.071188 S.D. dependent var 1.076990
S.E. of regression 1.114666 Akaike info criterion 3.155843
Sum squared resid 31.06198 Schwarz criterion 3.298679
Log likelihood -41.18320 F-statistic 0102825
Durbin-VWatson stat 2009238 Prob(F-statistic) 0.902664
ADF Test Statistic -2.771501 1% Critical Walue® -4.3226
5% Critical Value -3.6796
10% Critical Value -3.2239
*Mackinnon critical values for rejection of hypothesis of a unit root.
Augmented Dickey-Fuller Test Equation
Dependent Wariable: D{IMN}
Method: Least Squares
Date: 05/25/24 Time: 12:33
Sample(adjusted): 1996 2023 IF IFD
Included observations: 28 after adjusting endpoints
“ariable Coefficient Std. Error t-Statistic Prob.
IM(-1) -0.451394 0173695 -2.771501 0.01086
DM 0.179208 0.196025 0914211 0.3697
C 0.094576 04158938 0225753 0.8233
@TREMD{1994) 0241352 0.087415 2760972 0.0109
R-squared 0.247250 Mean dependent var 0.425000
Adjusted R-squared 0.153156 S.D. dependent var 1.076990
S.E. of regression 0.991090 Akaike info criterion 2951542
Sum squared resid 23.87425 Schwarz criterion 3.141857
Log likelihood -37.32158 F-statistic 2. 627699
Durbin-VWatson stat 1.920338 Prob(F-statistic) 0.073418
ADF Test Statistic 1.443655 1% Critical Value® -2 6486
5% Critical Walue -1.9535
10% Critical Value -1.6221
*MacKinnon critical values for rejection of hypothesis of a unit root_
Augmented Dickey-Fuller Test Equation
Dependent YWariable: D{IMN)
Method: Least Squares
Date: 05/25/24 Time: 12:34
Sample{adjusted): 1996 2023 |F IFD
Included observations: 28 after adjusting endpoints
Variable Coefficient Std. Error t-Statistic Prob.
IM(-1) 0.0405786 0.0251086 1.443655 0.1608
DHIMN-1)) -0.023158 0204205 -0.113406 0.9106
R-squared -0.065116 Mean dependent var 0425000
Adjusted R-squared -0.106082 S.D. dependent var 1.076990
S_E. of regression 1.132675  Akaike info criterion 3155791
Sum squared resid 33.35678 Schwarz criterion 3.250945
Log likelihood -42.18107 Durbin-\Watson stat 2006905
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1% Critical Value™
5% Critical Value
10% Critical Value

-4.3382

-3.5867

-3.2279

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{IN.2)
Method: Least Squares

Date: 05/25/24 Time: 12:35

Sample(adjusted): 1997 2023 IF IFD

Included observations: 27 after adjusting endpoints

Variable Coefficient Std. Error  t-Statistic Prob.
D{IN-1)) -1.507466 0.281361 -5.3577T1 0.0000
D{IM(-1).2) 0.437802 0.199174 2198091 0.0383
C 0.633225 0.478591 1.3219938 0.1992
@TREMND(1994) 0.000291 0.026162 0.011135 0.9912
R-squared 0.608448 Mean dependent var 0.018519
Adjusted R-squared 0.557376 S.D. dependent var 1.584610
S E. of regression 1.054241  Akaike info criterion 3.079472
Sum squared resid 2556273 Schwarz criterion 3.271448
Log likelihood -37.57287 F-statistic 11.91356
Durbin-Watson stat 2.030947  Prob(F-statistic) 0.000066
ADF Test Statistic -5.473386 1% Crtical Value® -3.6959
5% Critical Value -2.9750
10% Critical Value -2.6265
*MackKinnon critical values for rejection of hypothesis of a unit root.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(IN_2)
Method: Least Squares
Date: 05/25/24 Time: 12:35
Sample(adjusted): 1997 2023 IF IFD
Included observations: 27 after adjusting endpoints
ariable Coefficient Std. Error  t-Statistic Frob.
D{IMN{-1)) -1.507497 0275423  -5.473386 0.0000
D{IMN{-1).2) 0.437956 0.194507 2251617 0.0338
C 0.637892 0.227057 2.809396 0.0097
R-squared 0.608446 Mean dependent var 0.018519
Adjusted R-squared 0.575817 S.D. dependent var 1.684610
5.E. of regression 1.032046 Akaike info criterion 3.005403
Sum sguared resid 25 56287 Schwarz criterion 3.149385
Log likelihood -37.67295  F-statistic 18.64714
Durbin-Watson stat 2031215 Prob(F-statistic) 0.000013
ADF Test Statistic 4162135 1%  Critical Value* -2.6522
5% Cnrtical Value -1.9540
10% Critical Value -1.6223

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{IM,2)
Method: Least Squares

Date: 05/25/24 Time: 12:35

Sample({adjusted): 1997 2023 IF IFD

Included observations: 27 after adjusting endpoints

Variable Coefficient Std. Error t-Statistic Prob.

D{IMN-1)) -1.133252 0272277 4162135 0.0003

D{IM(-1).2) 0.252637 0.206657 1.222012 0.2331
R-squared 0479679 Mean dependent var 0.018519
Adjusted R-squared 0458866 S.D. dependent var 1.584610
S E. of regression 1.165668 Akaike info criterion 3215653
Sum squared resid 33.96955 Schwarz criterion 3.311641
Log likelihood -41.41131 Durbin-Watson stat 1.891434
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VAR Lag Order Selection Criteria
Endogenous variables: IFD [N
Exogenous variables: C

Date: 05/25/24 Time: 12:38
Sample: 1994 2023 IF IFD
Included observations: 27

Lag Logl LR FPE AlC SC HQ

0 -109.8759 MA 13.61837 8.287106 8.383094 8.315648
1 -60.38595 87.98219" 0469337 4917478 52054417 5.003104*
2 -58.87104 2 468726 0.568048 5101559 5.581499 5244270
3 54 79877 6.033009 0.573883 5.096205 5768120 5.296001

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AlC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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