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Does FDI Cause Exchange

Rates?




Introduction

® Foreign Direct Investment
e Exchange Rates




Introduction Cont

Which Came First?

e Arguments for FDI
e Argument for Exchange Rates




Why This is Important?
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Model & Methodology

® Least squared GDP= Imports+Exports+Exchange Rates+FDI
e Granger Causality Test




Databases

e FRED
e Econlit
® Investopedia




Method: Least Sguares

Cate: 0353013 Time: 10:52

Sample: 1996 2016

Included obserations: 21

Findings

Dependent Yariable: GOP__BILLIONS

White heteroskedasticity-consistent standard errors & covariance

Yariahle Coefiicient Std. Error tStatistic Prob.
C G353 7aT 2025712 3.13590328 n.0o0g3
IMPORTS__BILLIOMNS_  2.056026 0.2804976 0.396742 n.0001
EXFPORTS__BILLIOMNS_  -1.151131 0632439  -1.820223 n.08¥4a
EXCHAMGE_RATE -7.BE1GT2 1440365 -0.5318914 06021
FOI__BILLICMS_ 2382887 0463993 5135616 0.0001
R-squared 08995013 Mean dependent var 13294.95
Adjusted R-squared 0993766 S.D. dependent var 3216420
S.E. of regression 253.8608 Akaike info criterion 14116449
Sum squared resid 1031838, Schwarz criterion 14 365149
Laog likelihood -143 2232 Hannan-Guinn criter. 1417047
F-statistic T898.0143  Durbin-YWatson stat 1.822382
Probi(F-statistic) 0.000000  wWald F-statistic 836.26583
Probdwiald F-statistic) 0.000000



Fairwise Granger Causality Tests
Date: 032018 Time: 05:00
Sample: 1996 2016

Lags:1

Mull Hypaothesis: F-Statistic

EXCHAMNGE_RATE does not Granger Cause GDP__BILLIONS_ 0.36930
GOP__BILLIONS_ does not Granger Cause EXCHAMNGE_RATE 031042 0.5847

FOI__BILLIOME_ does not Granger Cause GDP___BILLIOMNS_ 0.05474
GOP__BILLIOMNS_ does not Granger Cause FDI__BILLIOMS_ 0.01664 0.89384

FOI__BILLIOME_ does not Granger Cause EXCHANGE_RATE 20 0.02412 0.7753
EXCHANGE_RATE does not Granger Cause FDI__BILLIONS_ 1.02573 0.3254

Fairwize Granger Causality Tests
Cate: 0372018 Time: 05:08
Sample: 1996 2016

Lags: 2

Ml Hypothesis: Ohs  F-Statistic Prafb.
EXCHAMNGE_RATE does not Granger Cause GDP__BILLIOMS_ 14 01450848 0.8613
GOP__BILLIOME_ does not Granger Cause EXCHANGE_RATE 1.24811 03171
FOI__BILLIOME_ does not Granger Cause GOP__BILLICMNS_ 14 2.00391 01717
GOP_ BILLIOMS_ does not Granger Cause FODI_BILLIOMS_ 0163649 0.8406
FOI__BILLIOMNS_ does not Granger Cause EXCHARNGE_RATE 14 1.52091 0.2524

EXCHANGE_RATE does not Granger Cause FDI__BILLIONS_ 0.928649 04181




Fairwise Granger Causality Tests
Date: 032018 Time: 05:09
Sample: 19496 2016

Lags: 3

Bull Hypothesis: F-Statistic

FOI__BILLIOMS _ does not Granger Cause GODP__BILLIOMNS_ 1.99327
GDP__BILLIONS_ does not Granger Cause FOI__BILLIOMNS 1.06774 0.4023

EXCHAMGE_RATE does not Granger Cause GDP__BILLIOMNS_ 0188327

GDP__BILLIOMNS_ does not Granger Cause EXCHANGE_RATE 0.7974949 0.5204
EXCHAMNGE_RATE does not Granger Cause FDI__BILLIONS_ 18 1.34830 0.3087
FOI__BILLIOMS_ does not Granoer Cause EXCHANGE_RATE 1.42006 0.2893

Fainwise Granger Causality Tests
Cate: 02208 Tirme: 0911
Sample: 1996 2016

Lags: 4

Full Hypaothesis: Ohs  F-Statistic Prab.
EXCHAMGE_RATE does not Granger Cause GOP___BILLIOMNS_ 17 047678 07526
GOF__BILLIOMS_ does not Granger Cadse EXCHAMNGE_RATE 1.048149 0.4403
FOI__BILLIOMES_ does not Granger Cause GOP_BILLICKNS_ 17 261400 01143
GOF_ BILLIOMS  does not Granger Cause FOI__BILLIOMNS 1.81477 0.2843
FOI__BILLIOMS_ does not Granger Cause EXCHANGE_RATE 17 029926 08043

EXCHANGE_RATE does not Granger Cause FDI__BILLIONS_ 1.784962 0.2241




FPairwise Granger Causality Tests
Date: 0372018 Time: 05:11
Sample: 1996 2016

Lags: 4

Mull Hypathesis: Chs  F-Statistic

EXCHAMGE_RATE does not Granger Cause GDP__BILLIOMS_ 16 062911
GOP__BILLIOMNS_ does not Granger Cause EXCHANGE_RATE 0.99531 05020

FOI__BILLIONS_ does not Granger Cause GDP__BILLIONS_ 1.37440
GOP_BILLIOMNS_ does not Granger Cause FDI__BILLIONS_ 1.06602 047249

FOI__BILLIOMNS_ does not Granoer Cause EXCHAMGE_RATE 16 0.30036 0.8932
EXCHANGE_RATE does not Granger Cause FDI__BILLIOMNS_ 3.00703 0.1 261

Fairmize Granger Causality Tests
Date: 0372018 Time: 0513
Sample: 19496 2016

Lags: &

Hull Hypothesis: Chs  F-Statistic FProh.
EXCHAMNGE_RATE does not Granger Cause GDP__ BILLIOMES_ 14 1.97303 037349
GDOP__BILLIOMNS_ does not Granger Cause EXCHAMGE_RATE 1.928496 03201
FOI__BILLIOME_ does not Granger Cause GOP_ BILLIOMNS_ 14 2.72853 0.2923
GDF_BILLIOMS_ does not Granger Cause FDI__BILLIOMNS_ 3.56500 02352
FOI__ BILLIOMS_ does not Granger Cause EXCHAMGE_RATE 14 045008 08104

EACHAMGE_RATE does not Granger Cause FOI__BILLIONS_ 255046 0.3082




In Conclusion

e What this could mean for smaller countries

® More research should definitely be done
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