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Abstract:

This study aims to define determinants of the Domestic investment in Algeria
during the period (1980-2016), According to economic theory we found that
each of the domestic product, total final consumption, Gross domestic savings,
external debt, real interest rate, inflation rate, real exchange rate, money supply,
and net trade exchange index as explanatory variables for domestic investment,
and After estimating the multiple regression model, the results showed that there
Is @ multicolinearity problem, therefore loss of the efficiency characteristic, in
other words, it does not have the least possible variation, thus we chose to use an
alternative methods which is called the shrinkage methods To maintain as many
independent variables as possible and to eliminate the problem of
mulicolinearity, We have applied three methods: Ridge regression, LASSO
regression and the Elastic Net regression, then choose the best estimate based on
the root mean square error (RMSE).

And the results showed that the best model was the Ridge regression model and
the determinants of the domestic investment in Algeria were: gross domestic
product, Gross domestic savings, inflation rate, real exchange rate, money
supply, and net trade exchange index.

Keywords: domestic investment, determinants, Algeria, multicollinearity, Ridge
regression.
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debt 37 0.0653 0.0100 8.55 0.013%
m2 37 0.0039% 0.6279 7.51 0.0234
ir 37 0.9852 0.217% 1.62 0.4456
inf 37 0.0058 0.3277 7.53 0.0231
ch 37 0.6491 0.0000 14.32 0.0008
tot 37 0.3008 0.1247 3.71 0.1567

2l @ Joeadt sz OLS s s 1(03) o3y gkl

Source 55 df M5 Humbker of chks = a7
F{a, 27) = 1724 96

Hodel 2.6426e+14 9 2.9362e+l13 Prob = F = 0.0000
Residual 4 _5958e+11 27 1.702Ze+l0 R-squared = 0.9983
2dy B-sgquared = 0.9377
Total 2.6472e+l4 36 7.3532e+l2 Root MSE 1.3e+05
gdi Coef . Std. Err. t B=|t| [95% Conf. Interwvall]
gdpl .1134536 .0659146 1.72 0.0597 -.0217913 L24863952
Cno .0722833 .1488792 0.49 0.831 -.23319158 .3777582
gns -4.285423% 2.755681 -1.53 0.137 -10.02165 1.450834
debt -.1126933 123925 -0.51 0.371 -.3669664 14157539
M2 .2738562 1076231 2.54 0.017 .0530319 .45946805

ir 2705 .35% 4121 .874 0.66 0.517 -5747 989 11166.79

inf 19912 .03 5645.953 3.53 0.002 8327.488 31496 .56

ch -8788.097 4201 .246 -2.0% 0.046 -17408.34 -167.8521

tot 2740.877 1562 .536 1.75 0.051 -4g5.1818 5946.935
_cons -248261.9 125377.1 -1.58 0.058 -505514.4 8990.564
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& ool e A1 S pined i) SMalaodl o BN Bgds 1(04) 03y Gokadl
Jp]

correlate gdi gdpl cno gns debt M2 ir inf ch tot

(obs=37)
gdi gdpl cno gns debt M2 ir inf ch tot

gdi 1.0000
gdpl 0.5%%0%9 1.0000

cno 0.9%16 0.%9%906 1.0000

gns 0.8605 0.8889 0.8424 1.0000
debt -0.1123 -0.0483 0.0000 -0.204%5 1.0000

M2 0.5%573 0.59947 0.95%30 0.8793 -0.0%57 1.0000

ir 0.4707 0.50591 0.45%10 0.2867 0.2140 0.4704 1.0000

inf 0.59822 0.9753 0.95935 0.8107 0.0476 0.9803 0.4857 1.0000

ch 0.7558 0.8045 0.8175 0.6426 0.5182 o.7701 0.5291 0.3407 1.0000

tot 0.3722 0.4065 0.3548 0.5671 -0.0&607 0.3875 -0.1181 0.3424 0.4000 1.0000

At S Jowdl jaa¥I U VIF ezt 1(05) o3y el

Variakle VIF 1/VIF
cno 501.72 0.001353
M2z 491 .77 0.002033
gdpl 292 .25 0.003422
inf 144 28 0.006531
ch 41 .80 0.023%21
gns 15.66 0.063842
debt 14 .55 0.066851
ir 3.66 D.273433
tot 2.95 0.339453
Mean VIF 167.67
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A B dowal jlmayt U1 Farrar—Glauber Lz :(06) o3, oot

* Farrar-Glauber Multicollinearity Testa

Ho: Ho Multicollinearity — Ha: Multicollinearity

* {1} Farrar-Glauber Multiceollinearity ChiZ-Test:
ChiZ Test 723 .7602 E-Value = Chi2(3&) 0.0000
* (2) Farrar-Glauber Multicocllinearity F-Test:
Variakle F Test LFl DF2 P Value
gdpl 101% . 3594 28 .000 g.000 0.000
CTo 1752 541 28.000 g.000 0.000
gns 51.323 28.000 8.000 0.00a0
debt 49 824 28.000 a.000 0.0o00
M2 1717 . 6594 28 .000 g.000 0.000
ir 9.300 28 .000 g.000 0.001
inf 501.473 28.000 g.000 0.000
ch 142 . 817 28 .000 g.000 0.000
tot 6.80% 28.000 a.000 0.004

FARRAR GLOBAR L1 &Siae 1(07 )43, kel

* (3) Farrar-CGlauber Multicocllinearity t-Test:
Variakle gdpl cno gns debkt M2 ir inf ch tot

gdpl .
CIo 38.363 .
gns 10.270 8.273 .

debt -0.256 0.0oo0 -1.108 .
Mz 50.998 44 460 9.767 -0.509 .
ir 3.130 2.983 1.584 1.15% 2.821 .
inf 25.581 46.242 T7.328 0.252 26.280 2.340 .
ch T7.167 T7.510 4. 438 3.206 &.388 3.259%9 8.214 .
tot 2.354 2.008 3.643 -0.322 2.2258 -0.62%9 1.928 2.30%
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Lasso avec AICc Validation

:LASSO o) dyb o Jonad) jlazzw¥) B15 pus: (08) o3, 3oekad)

Résumé du modeéle

Réponse
Distribution

Méthode d'estimation

Méthode de validation

gdi

Normale

Lasso
AICc

Moyenne Lien du modele Unité

Echelle Lien du modéle

Mesure
Nombre de

Somme des fréquences

lignes

-Log-vraisemblance

Nombre de paramétres

BIC
AlCc
ERIC

R carré

Unité

37
37

482.49014

11

1004.7004
997.54029
1031.8193
0.9982639

Détails de I'estimation

Nombre de points de la grille 150
Fraction minimum de pénalité 0
Echelle de la grille

Linéaire

Estimation des parametres pour les régresseurs d'origine

Terme

Constant
e

gdp-1

cnho

gns
debt
M2

inf
ch

tot

Estimatio

Erreur

Khi deux

n standard de Wald

-248261.9

0.1134536

0.0722833

-4.285429
-0.112693
0.2738562

2709.399
19912.026
-8788.097
2740.8768

98042.557

0.0618269

0.1495743

2.9881548
0.1421449
0.10766
2915.0146
5732371
4372.5679
909.43173

6.4119631

3.3673022

0.2335406

2.056754
0.6285406
6.4704781

0.863902
12.065972
4.0393971
9.0831989

Prob. >
Khi-deux

0.0113*

0.0665

0.6289

0.1515
04279
0.0110*
0.3526
0.0005*
0.0444*

0.0026*
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Limite de confiance
inférieure (pour 95% de
confiance)

-440421.8

-0.007725

-0.220877

-10.1421
-0.391292
0.0628465
-3003.925
8676.7851
-17358.17
958.42335

Limite de confiance
supérieure (pour 95% de
confiance)

-56102.05

0.2346321

0.3654436

1.5712472
0.1659056

0.484866
8422.7226
31147.267
-218.0213
4523.3302
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Terme Estimatio Erreur Khideux Prob. > Limite de confiance
n standard de Wald Khi-deux inférieure (pour 95% de

confiance)

Echelle 111450.47 9974.3455 124.85186 <.0001* 91901.117

Tests des effets

Source Nparm Degrésde Khideux Prob. >
liberté de Wald Khi-deux

inf 1 1 12065972  0.0005*
tot 1 1 90831989  0.0026*
M2 1 1 64704781  00110*
ch 1 1 40393971  0.0444*
gdp-1 1 1 33673022 0.0665
gns 1 1 2056754 0.1515
ir 1 1 0863902 03526
debt 1 1 06285406 0.4279
cno 1 1 02335406 0.6289

Chemin d'acces a la solution
15000000

10000000

5000000

0 —

0 5000000 10000000 15000000 20000000
Magnitude des estimations des paramétres réduits

Estimations des coefficients

1200
1150

g

¥ 1100
1050

1000

0 5000000 10000000 15000000 20000000
Magnitude des estimations des paramétres réduits
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Limite de confiance
supérieure (pour 95% de
confiance)

130999.83
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:Elastic Net jou) b o Jowall jloinatl B13 pus :(09) o3 oeked!

Elastic-net avec AICc Validation

Résumé du modeéle

Réponse
Distribution

Méthode d'estimation
Méthode de validation

Moyenne Lien du

Echelle Lien du modéle

Mesure
Nombre de lignes

gdi
Normale

Elastic-net
AICc

modele Unité

Somme des fréquences

-Log-vraisemblance

Nombre de paramétres

BIC
AlCc
R carré

Unité

37
37

482.49014

11

1004.7004
997.54029
0.9982639

Détails de I'estimation

Alpha d'Elastic-net
Nombre de points de la grille 150
Fraction minimum de pénalité 0

Echelle de la grille

0.9

Linéaire

Estimation des parameétres pour les régresseurs d'origine

Estimation

Constante  -248261.9

gdp-1
cho
gns
debt
M2

ir

inf

ch

tot
Echelle

0.1134536
0.0722833
-4.285429
-0.112693
0.2738562

2709.399
19912.026
-8788.097
2740.8768
111450.47

Tests des effe

Erreur
standard

98042.557
0.0618269
0.1495743
2.9881548
0.1421449
0.10766
2915.0146
5732.371
4372.5679
909.43173
9974.3455

ts

Khi deux
de Wald

6.4119631
3.3673022
0.2335406

2.056754
0.6285406
6.4704781

0.863902
12.065972
4.0393971
9.0831989
124.85186

Prob. >
Khi-deux

0.0113*
0.0665
0.6289
0.1515
0.4279

0.0110*
0.3526

0.0005*

0.0444*

0.0026*

<.0001*
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Limite de confiance
inférieure (pour 95% de
confiance)
-440421.8

-0.007725

-0.220877

-10.1421

-0.391292

0.0628465

-3003.925

8676.7851

-17358.17

958.42335
91901.117

Limite de confiance
supérieure (pour 95% de
confiance)
-56102.05

0.2346321
0.3654436
1.5712472
0.1659056

0.484866

84227226
31147.267

-218.0213

4523.3302
130999.83
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Source Nparm Degrésde Khideux Prob. >
liberté de Wald Khi-deux

inf 1 1 12.065972 0.0005*
tot 1 1 9.0831989 0.0026*
M2 1 1 64704781 0.0110*
ch 1 1 40393971 0.0444*
gdp-1 1 1 33673022 0.0665
gns 1 1 2.056754 0.1515
ir 1 1 0.863902 0.3526
debt 1 1 0.6285406 0.4279
cno 1 1 0.2335406 0.6289

Chemin d'accés a la solution
8000000

6000000
4000000

2000000

Estimations des coefficients

-2000000
0 5000000 10000000 15000000 20000000
Magnitude des estimations des paramétres réduits

1250

1200

1150

AlCc

1100

1050

1000

0 5000000 10000000 15000000 20000000
Magnitude des estimations des paramétres réduits

:Ridge ool il b o dowall jlazeal 1> puis 1(10) o35 Goekol!

Ridge avec Retenue Validation
Résumé du modele

Réponse gdi
Distribution Normale
Méthode d'estimation Ridge
Méthode de validation Retenue
Moyenne Lien du modéle Unité
Echelle Lien du modéle Unité
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Mesure Apprentissage Validation
Nombre de lignes 25 12
Somme des fréquences 25 12
-Log-vraisemblance 323.81984 161.22732
Nombre de paramétres 11 11
BIC 683.04731  349.78862
AICc 689.94736 .
R carré 0.9987673  0.9956644

Détails de I'estimation

Nombre de points de la grille 150

Fraction minimum de pénalité 0

Echelle de la grille Linéaire

Estimation des parameétres pour les régresseurs d'origine

Terme Estimatio Erreur Khi deux Prob. >

n standard de Wald Khi-deux
Constant  -298225.8 98326.803 9.1991276  0.0024*
e
gdp-1 0.1327238 0.0653232 4.1282212  0.0422*
cno 0.0615392 0.1213082 0.2573492 0.6119
gns -6.824462 3.1536426 4.6828678  0.0305*
debt -0.101481 0.1278068 0.630466 0.4272
M2 0.2564826 0.0943943 7.3828595  0.0066*
ir 3248.6803 3014.0928 1.161718 0.2811
inf 21928.204 5878.481 13914765 0.0002*
ch -10323.65 4040.0753 6.5296211 0.0106*
tot 4023.5114 1220.8211 10.861915 0.0010*
Echelle 102115 12851.144 63.138677 <.0001*
Tests des effets
Source Nparm Degrésde Khideux Prob. >

liberté de Wald Khi-deux

inf 1 1 13.914765 0.0002*
tot 1 1 10.861915 0.0010*
M2 1 1 7.3828595 0.0066*
ch 1 1 6.5296211 0.0106*
gns 1 1 46828678 0.0305*
gdp-1 1 1 41282212 0.0422*
ir 1 1 1161718 0.2811
debt 1 1 0.630466 0.4272
cno 1 1 0.2573492 0.6119
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Limite de confiance

inférieure (pour 95% de

confiance)
-490942.8

0.0046927
-0.176221
-13.00549
-0.351978
0.0714733
-2658.833
10406.593
-18242.06

1630.746

76927.22

Limite de confiance
supérieure (pour 95% de
confiance)

-105508.8

0.2607549

0.299299
-0.643436
0.1490157

0.441492
9156.1936
33449.815
-2405.252
6416.2768
127302.78



Chemin d'acceés a la solution
7000000

6000000
5000000
4000000
3000000
2000000

1000000

Estimations des coefficients

0

-1000000

-2000000
0 5000000 10000000 15000000 20000000
Magnitude des estimations des parametres réduits

16.5

15.5
15.0
145

14.0

Log-vraisemblance réduite

135

13.0

125
0 5000000 10000000 15000000 20000000
Magnitude des estimations des parametres réduits

Pl B doed! sl A1 Breusch-pagan .= :(11) o9y Gdol!

estat hettest

Breusch-Pagan / Cook-Weiskberg test for heteroskedasticity
Ho: Constant wvariance

WVariabkles: fitted walues of gdi

chiZ {1}
Frokb > chi2

1.03
0.3095

Apdl @ o)yt D1 durbin’s alternative L) :(12) o3y ekl

Durkin's altermnative test for autocorrelation

lags (p) chil df Prob = chil

1 1.154 1 0.2827

HO: no serial correlation
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Apdl @ dowdl jlea¥) W (breush-Franciay Lz :(13) o3) gkl

Shapiro-Francia W' test for normal data

Variakle Obs W' v = Prob==

37 0.98657 0.555 -1.054 0.86300

P (@ doead) jlesayt Bl shapiro-wild) L= 1(14) o) okl

Shapiro-Wilk W test for normal data

Variakle Cbs W v = Frob>==z=

a7 0.97976 0.754 -0.552 0.72314

Pl B Joedl jlemu¥t DI (skewness/kurtosis) Lzt 1(15) o3y gkt

Skewness/Eurtosis tests for Normality

joint

Variakle Obs Pr(Skewness) Pri{Eurtosis) adj chi2(2) Prob>=chiZ

a7 0.7541 0.2232 1.69 0.4305
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