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The Impact of Monetary Policy on Foreign Direct Investment in Algeria: An Econometric Study for the Period 1990-2023
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Abstract:
This study aims to assess the impact of monetary policy on foreign direct investment (FDI) in Algeria over the

period 1990—2023, using a Vector Autoregression (VAR) model. The analysis included variables such as broad

money supply, private sector credit, real effective exchange rate, and inflation.

Results indicate the absence of individual variable significance, although the overall model is statistically
significant. Variance decomposition shows that money supply has the highest contribution (15.79%) to FDI
fluctuations, followed by credit, exchange rate, and inflation. The own shocks of FDI account for 61.33% of
variation. The study recommends revisiting monetary policy tools and enhancing macroeconomic stability to

attract FDI

Keywords: Monetary policy, Foreign direct investment, VAR econometric model, Investment environment,

Economic stability
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Wector Autoregression Estimates
Drate: OZ2/28/25 Time: 18:52
Sample (adjusted): 1998 2023
Included observations: 26 after adjustments
Standard errors in { ) & t-statistics in [ ]
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