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Abstract

The aim of the research the impact of monetary policy shocks on foreign
direct investment in Turkey for the period 1990-2020, issued data by the
Centre Bank of Turkey and the World Bank, the model used SVAR, IRF, and
DSV to estimate, as turkey it suffers from instability in exchange rates due
its reliance on monetary policy aimed at controlling the money supply, so
the hypothesis was formulated, the shocks resulting from monetary policy
affect foreign direct investment, its was show through the results of the
research, that a negative structural shocks in the real domestic interest rate
and inflation rate led to an increase in foreign direct investment in the short
term only, while a negative exchange rate shock led to a decline in foreign
direct investment, while a positive structural shocks in the broad money
supply led to the decline of foreign direct investment came contrary to the
hypothesis. It was also found through the structural variance segmentation
test that most shocks of the Monterey policy variables in explaining the
variance in Turkey’s foreign direct investment is the long-term money

supply.
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Included observations: 28

Lag LogL LR FPE AIC SC HQ
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1 -819.9872 | 173.6935 | 7.81e+17 | 63.71337 | 67.13904 | 64.76063
2 -707.8567 | 88.10247*| 9.84e+16*| 60.27548*| 66.74619*| 62.25364*

* denotes the optimal Lag length of the variable
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: b
A

i 1 0 0 0 0 0 0 0
0 1 0 0 0 0 0 0
0 0 1 0 0 0 0 0
_ 0 0 0 1 0 0 0 0
B 0 0 0 -1.222976 1 0.423407 9.151308 0
0 0 -1.704377 0 0 1 -14.54600 0
-2.18E-05 2.510236 0 0 0 0.044059 1 0

L 0.000817 12.90164 0.649169 0.307366 -0.095914 0.717614 1.904304 1-
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Structural VAR Estimates

Sample (adjusted): 1993 2020

Included observations: 28 after adjustments

Parameter Coefficient Std. Error| z-Statistic Prob.

ar -2.18E-05 6.22E-05 -0.351275™¢ 0.725
agq 0.000817 8.93E-05 9.145402%* 0.000
ar, 2.510236 0.697283 3.600023%** 0.000
ag, 12.90164 1.243364 10.37640%** 0.000
Ag3 -1.704377 0.033565 | -50.77807** 0.000
Qg3 0.649169 0.050829 12.77159%** 0.000
Qsy -1.222976 0.006491 | -188.4196** 0.000
Qgy 0.307366 0.033835 9.084229%*%* 0.000
ags -0.095914 0.024093 | -3.980918%*:* 0.000
Qse 0.423407 0.012479 33.92950%** 0.000
a7e 0.044059 0.011608 3.795522%* 0.000
age 0.717614 0.017473 41.06917** 0.000
as; 9.151308 0.189797 48.21622%* 0.000
Ag7 -+.54600 0.282096 -1.935511* 0.045
ag; 1.904304 0.461128 4.129666%** 0.000

Log likelihood -17115305

Chi-square 34229048+

Prob. 0.000

** gignificant at 1% level

* significant at 5% level
n.s not significant

Al bl e slaeYU Eviews-12 4l cils i
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SVAR(2) 7353V
iz sa) s laal
Bjaadll 2gaall Saretie Al dussaall Hsdall acsys dolumg 0 3 A (SVAR) zsadl il (e (gaacl
il LSy (Anlill) tial) olady) somd yie jlaaidl
Skl ¥ jlaliad SVAR(2) 353U Sjaaal) agant) sasmia Aal dugSaall jgad) ad :(8) Jgaal
(Yo Ye-1990) saal A L

Roots of Characteristic Polynomial

Endogenous variables:

A(GDP,) A(MS1,) A(INF,) A(RER;) A(EXR,) RDR, A(MS2,) A(FDI,)

Exogenous variables: C

Lag specification: Y

Root Modulus

1.294864 1.294864
-1.186106 1.186106
0.055827 - 0.799435i 0.801382
0.055827 + 0.799435i 0.801382
-0.785127 0.785127
0.409193 - 0.646400i1 0.765030
0.409193 + 0.6464001 0.765030
0.716626 - 0.111320i 0.725220
0.716626 + 0.1113201 0.725220
0.711694 0.711694
-0.576475 - 0.384368i 0.692866
-0.576475 + 0.384368i1 0.692866
-0.185340 - 0.532979i 0.564285
-0.185340 + 0.532979i1 0.564285

One root lies outside the unit circle

VAR satisfies the stability condition

Al sty e slaeYL Eviews-12 dasa ) cila e
laylad Camd B0a Jala of Jama o dadlg Lalaill Lie jueally jadal) aae o (V) JSals (©) Jsaall Cpm
<l SVAR(2) el GS}JJ\ OW adleg Bl A Gladly i llia gus 4 das (1Y) (® Baalg sang
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bl ¥ [Leiiudl SVAR(2) zisaiSll Braall sgaall Baseie AA duygaall jgdal) aey) 2(Y) JS&U
(Y.Y._H%.) saall A LS

Inverse Roots of AR Characteristic Polynomial

(£7-F) el il Lo slaie Yl Eviews-12 4 sl cla s
:SVAR(2) z3sa) 85l damtiiull chylaay) o
ig3sadY) Blsd alal) ajgl -
e ke USISVAR(2) zasall sl candal) mjsil) JLaa¥ Jarque-Bera ad (1) Jsaall iy
YY) sadl DA LS bl al) lena) gz 3sal 8 A i)
alaal) ‘.,-\-n‘i\ JLEWU SVAR(2) z4 g (Bloal piiall aaatia adal) A gl JLIA) @il 1 (1) Jgaad)
(Yo ¥ =199 daall A Ly

VAR Residual Normality Tests
Orthogonalization: Cholesky (Lutkepohl)
Null Hypothesis: Residuals are multivariate normal
Sample: 1990 2020
Component Jarque-Bera Df Prob.
A(GDP,) 3.974833"s 2 0.0785
A(MS1,) 1.141684"* 2 0.5650
A(INF,) 9.697775%* 2 0.0078
A(RER)) 1.132610"* 2 0.5676
A(EXR,) 1.070264"* 2 0.5856
RDR, 2.304664"* 2 0.3159
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VAR Residual Normality Tests

Orthogonalization: Cholesky (Lutkepohl)

Null Hypothesis: Residuals are multivariate normal
Sample: 1990 2020

Component Jarque-Bera Df Prob.
A(MS2,) 0.957984"* 2 0.6194
A(FDI,) 0.951393"* 2 0.6215

Joint 25.23121" 16 0.0659

**  significant at 1% level
n.s not significant

Aloall by e slaieYL Eviews-12 4yl cila i
e oo S| oo 5 Jarque-Bera JLasY syl 4l e Taldels = (1) Joanll aili

Clrie Whasy bl ia) leénaVls oml dubadl Chste gaess Laldd) sl of = (70) digiadl
o) pisll a (adadl) Jaee e eliiul) SVAR(2) zisal 8 ddals
o) ad B I L) A (e pisald) g3 -

Oo siie USISVAR(2) zsadl Blos ad o I Lli¥) LssY Q-Stat ad (V) Jsaall s
Jsaall il Gasig (Y Y221 090) saddl P LSl ald) a1 L) z3sal 8 Ldalall i)
58 a5 Q-Stat JkiaY Adlaa¥) sl e Talaely = SVAR(2) z3sa¥l ol & S5 Le e Tasl,
Dbl i) L)y Lal) Aubdl Shste g dalall ) o cus = (70) dusindl (g5 (1o
Aafie e ilS ela) Csad paea dicyg SVAR(2) zisail b Llals cyiia Lghasy

Baall A LG paball ia¥) Liiudl SVAR(2) gigadl (Blsad I Bl jLid) qilis 1(V) Jgad)
(Y A ETARRS ~)

VAR Residual Portmanteau Tests for Autocorrelations
Null Hypothesis: No residual autocorrelations up to lag h
Sample: 1990 2020
Included observations: 28
Lags Q-Stat Prob.
1 25.63946
2 61.12150
3 86.56780"* 0.1160
4 119.1856"* 0.2173
5 145.7017"* 0.4447
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VAR Residual Portmanteau Tests for Autocorrelations
Null Hypothesis: No residual autocorrelations up to lag h
Sample: 1990 2020

Included observations: 28

Lags Q-Stat Prob.
6 171.2286™ 0.6681
7 192.3955™ 0.8744
8 219.9600"* 0.9282
9 2447774 0.9694
10 263.8843"* 0.9938
11 285.7310"* 0.9985
12 308.0292"* 0.9996
13 329.5805"* 0.9999
14 350.6366™ 1.0000

Test is valid only for lags larger than the VAR lag order.
df is degrees of freedom for (approximate) chi-square
distribution
n.s not significant

Al abily e slaeYU Eviews-12 daaall cilsjia
o Blol) ad (B bl uilad ate AUSda (e pisald) g3 -
e JSISVAR(2) zasadl JHlss (o bl (il White JLSY (1S age dak (A) Jsaall (e
AT Y290 ) sadl Pl LS Habal a1 L) z3sal 8 Blalall Syl o
Baal) S L bl s Ll SVAR(2) zisal (Blss (nbs (uilad JLas) gl 1(A) Jsaad
(Y AR ~)

VAR Residual Heteroskedasticity Test
Sample: 1990 2020
Included observations: 28

Chi-sq df Prob.
266.6321"* Yoy 0.20Y

n.s not significant
Al clily e slaeYU Bviews-12 Lyl cilsjia

Adlany) daill e Talaely — SVAR(2) zisal) s b <5 L e Taslis (A) Joand Ao s
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A Aubd) Cpaie gaens Aaldll Fodl of — (70) duginall (gina o ST b Gl S e JLERY
Alaie @lils @l SVAR(2) zisail (o8 i)y clpiie Lghemsy sl oia) lenaly
1400l ciladall duladiad Ada s :laula
JBY (SIRF) 4l cbiadl) of cilaaall ilaiad Jlga (VV-F) J<alls () Jsand) (e US muasy
Aiw (V) B2e A LS Habul i) L) e Gl dubid) clystie b Alalal) 400 cileral)
A0 bl @i b iladall Ao LGE pdlall aial) Ldiudd 4Sgl) Ailadud) ad 1(%) Jgead)
SVAR(2) zisai¥) 32y aaly (glare Cilpad) lakas

period Shock 1 Shock 2 Shock 3 Shock 4 Shock 5 Shock 6 Shock 7 Shock 8
A(GDP,) A(MS1,) | A(INF) | A(RER,) | A(EXR,) RDR, | A(MS2,) | A(FDI,)
1 0.000* 0.000* 0.000* 0.000* 0.000* 0.000* 0.000* 1.000*
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) | (0.000) (0.000)
5 -91.3827* | -51.2698* | 36.83994* | 2365.331* | -8476.83* {116.1112*| -26.4339* | -0.004
(16.741) (0.368) (0.039) | (244.694) | (1507.54) | (28.674) | (0.887) (0.149)
3 53.449 133.843 | -124.924 | 1186.598 | 6149.843 | 184.852 | -114.188 | -0.505
(136.710) | (278.004) | (346.160) | (2962.07) | (11581.1) |(325.031)| (229.037) | (0.694)
4 118.310 245888 | -121.143 | -2012.009 | -1814.388 | -61.159 | -24.632 0.348
(178.003) | (459.112) | (479.069) | (4717.04) |(22156.7)| (507.781) | (287.780) | (1.655)
5 1.098 136.888 | -28.699 | -518.111 |8061.554 | -69.074 | 113.547 1.046
(179.666) | (421.260) | (752.325) | (5582.88) |(18384.1)| (751.807) | (771.039) | (2.238)
6 15.4728 -621.130 | -732.963 | -6734.399 |-21362.31| -624.203 | 752.326 1.313
(209.582) | (2292.02) | (1580.56) | (15329.7) | (58674.4) | (1015.85) | (1883.39) | (1.890)
7 -119.428 | -1512.129 | -137.610 | -80.875 |7933.195| 73.883 526.568 -3.332
(506.252) | (2933.39) | (2187.30) | (22302.2) |(96589.8) | (2231.85) | (1769.81) | (12.567)
8 -60.056 -863.647 | 1205.291 | 10471.18 | 11611.27 | 1457.349 | -1155.013 | -7.958
(511.575) | (3874.43) | (4512.59) | (36481.2) |(78761.6) | (4183.37) | (5197.15) | (15.475)
9 -86.044 3796.279 | 3987.625 | 35751.99 | 89071.46 | 3127.147 | -4542.407 | -5.998
(610.185) | (13988.1) | (7446.21) | (69310.5) | (211418.) | (4790.35) | (9341.08) | (16.921)
10 360.279 9643.748 | 1578.481 | 11581.16 | 9518.672 | -367.813 | -3619.209 | 19.002
(2034.26) | (16697.1) | (12595.1) | (119098.) | (417324.)| (12724.1) | (11791.2) | (74.100)
4 bl el Jia Cpasdll w2l Standard
Factorization: Structural Errors
Standard Errors: Analytic
* significant at 5% level

Al yall by e alie YU Eviews-12 daae ) Gila )3
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Response of D(FDI) to Shock 2

Response of D(FDI) to Shock 1
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& s Gpale (YYNO,TYY) iy Al Boal) 3 Sadlaal) ia) L) o € s (gsine 3 )
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Aavaall 5l aaiy s G ¢ uaill JaV) (8 Tl 005 LS5 (3 bl iaY) L) e ada) Capual
+ashally Jawsiall cplal) b
:(RDR) Aubal) Asall 3054 jaw Jana & (Shock 6) 4Ss dasa Ggas dlla @

S5 by Glae Caladl ok (sl sl 505U e Jarse g U)l) Dl 4S8 dera Gigas
i o5 Nsd Gala (VN HINNY) ke L) Al 8 alaall ia) Slen) o ] (gsina 3 )
s Jane b Aialeall Laseall (goinall 530 o) Jodll ey apde AU Aid) e 3l Aereall (goinall Ll
oA paniy o G meal) JaY) 8 Tladl 05 LS B bl i) L) e sl sl 3304l
cashally Jacsgial) clal) b desall
:(MS2) guls olines 3l e 4 (Shock 7) 4l dava Gigas dlls o

s @lee Galadl hae (aulsll 22 Gaje glinl) gl Qllll 8 dage LS8 deda Gigas )
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cdaghally Jacigiall cplal) & deral) il
A< culial) A el

by plal) e 8 Lol duad) it Cladea (e dedea (S0 daneall aal) (V1) Jsaall masy

A A5 e Al SN aai) danie zisal ) b LSH ala) i) L) b dadgd)
.SVAR(2)
(FrYo-1990) Baall LA pabaal) iad) Slaliud) Guls A55as :(V 0) Jsaad)

Period Shock 1 | Shock2 | Shock3 | Shock4 | Shock5 | Shock6 | Shock 7 | Shock 8
A(GDP,) | A(MS1,) | A(INF,) |A(RER,)| A(EXR,)| RDR; |A(MS2,)| A(FDI,)

1 0.000 0.000 0.000 0.000 0.000 0.000 0.000 100.00

2 2.729 9.009 0.216 9.226 30.471 1.147 1.925 45273

3 2.708 26.148 1.742 6.157 23.120 4.965 5.150 30.005

4 1.294 41.674 1.088 4.684 8.258 2.800 1.758 38.441
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Shock 1 | Shock 2 | Shock3 | Shock4 | Shock5 | Shock6 | Shock7 | Shock 8
A(GDP,) |A(MS1,) | A(INF,) |A(RER,) | A(EXR,)| RDR; |A(MS2,) | A(FDI,)
5 1.014 37.235 0.765 3.236 12.926 1.972 1.611 41.237
0.401 46.572 4.698 1.133 5.379 2.996 9.637 29.181
0.270 42.348 0.639 0.370 1.438 0.518 1.590 52.823
0.175 36.223 1.314 0.221 1.291 1.168 2.591 57.013
0.303 45.155 3.832 0.095 0.429 2.042 8.721 39.419

10 0.198 43.813 0.577 0.111 0.212 0.310 1.632 53.144
Cholesky Ordering:

A(GDP,) A(MS1,) A(INF,) A(RER,) A(EXR,) RDR; A(MS2,) A(FDI,)
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