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Abstract
The impact of economic variables on the growth of FDI inward is always of interest to economists, financial, academics
and decision-makers nowadays, was discussed this issue extensively in recent years, but the results were different and
unclear, so the main objective of this study is to analyze the impact of three macroeconomic variables; inflation rate,
interest rate and exchange rate of the Iraqi dinar against the U.S. dollar on the foreign direct investment inflows to Iraq
for a period of eight years (2004-2011) using statistical analysis and econometrics as multiple regression. The study results
showed that there was no significant effect of both the inflation rate and the interest rate, and the existence of significant
negative effect of the exchange rate on the dependent variable foreign direct investment inwards in Iraq. The study
concluded that the increase in the exchange rate of the Iraqi currency leads to lower FDI inwards. The study suggested
that the Iraqi government focus to establish effective monetary policy in order to stable the exchange rate to attract more
foreign direct investment to participate in the economic development and reconstruction process to be undertaken.
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Dependent Variable: FDI Sample: 2004 2011
Included
Method: Least Squares observations: 8
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Variable Coefficient Std. Error t-Statistic Prob.

CPI 14.81493 6.324789 2.342360 0.0792

IR 56.90780 40.40646 1.408384 0.2318

ER -5.691757 0.844683 -6.738338 0.0025

C 7750.136 971.5067 7.977439 0.0013
R-squared 0.955917 Mean dependent var 1079.375
Adjusted R-squared 0.922855 S.D. dependent var 618.9567
S.E. of regression 171.9148 Akaike info criterion 13.43873
Sum squared resid 118218.8 Schwarz criterion 13.47845
Log likelihood -49.75491 F-statistic 28.91287
Durbin-Watson stat 2.770608 Prob(F-statistic) 0.003590

Correlogram of Residuals Test (7) Js.>

Date: 04/26/13 Time: 16:03

Sample: 2004 2011 Included observations: 8
Autocorrelation Partial Correlation AC PAC Q-Stat Prob
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|*** . A 3 0.431 -0.179 6.6622  0.083
| . A 4 -0.040 -0.078 6.6941 0.153
oL A 5 -0.283 -0.164 8.8234 0.116
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Observations 8
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Breusch-Godfrey Serial Correlation LM Test (8) Js.

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 4.127246 Prob. F(2,2) 0.195036
Obs*R-squared 6.439708 Prob. Chi-Square(2) 0.039961

Dependent Variable: RESID
Method: Least Squares
Sample: 2004 2011
Included observations: 8
Presample missing value lagged residuals set to zero.

Variable Coefficient Std. Error t-Statistic Prob.

CPI -2.071024 9.198466 -0.225149 0.8428

IR -31.99315 30.12088 -1.062159 0.3995

ER 0.579142 0.999955 0.579168 0.6210

(o] -478.2044 1040.410 -0.459631 0.6909

RESID(-1) -1.070393 0.570972 -1.874685 0.2017

RESID(-2) -1.003513 0.627247 -1.599868 0.2508
R-squared 0.804964 Mean dependent var -1.02E-12
Adjusted R-squared 0.317372 S.D. dependent var 129.9554
S.E. of regression 107.3708 Akaike info criterion 12.30416
Sum squared resid 23056.97 Schwarz criterion 12.36374
Log likelihood -43.21664 F-statistic 1.650899
Durbin-Watson stat 2.680425 Prob(F-statistic) 0.418646

Ramsey RESET Test (9) Jsu

F-statistic 3.802213 Prob. F(1,3) 0.146284
Log likelihood ratio 6.549086 Prob. Chi-Square(1) 0.010494
Dependent Variable: FDI Sample: 2004 2011
Included
Method: Least Squares observations: 8
Variable Coefficient Std. Error t-Statistic Prob.
CPI -7.490584 12.42489 -0.602869 0.5891
IR -25.65098 52.46634 -0.488904 0.6584
ER 1.490982 3.740112 0.398646 0.7168
C -1404.561 4753.634 -0.295471 0.7869
FITTEDA2 0.000593 0.000304 1.949926 0.1463
R-squared 0.980558 Mean dependent var 1079.375
Adjusted R-squared 0.954636 S.D. dependent var 618.9567
S.E. of regression 131.8312 Akaike info criterion 12.87009
Sum squared resid 52138.37 Schwarz criterion 12.91974
Log likelihood -46.48037 F-statistic 37.82646
Durbin-Watson stat 2.314745 Prob(F-statistic) 0.006698
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