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ABSTRACT 

 

The purpose of this study is to investigate the relationship between foreign direct  

investment and economic variables of the APEC member economies using panel data. The 

economic variables in the study include gross domestic product, consumer price index , exchange 

rate, lending rate, and export value. The secondary data of economic variables in the study were 

gathered quarterly, covering from 1998 to 2008. Econometric techniques used for analysis were 

Pooled OLS, Fixed Effects and Random Effects Models. 

The results of the study indicate that lending rate and export value were stationary with 

the first difference while foreign direct investment, gross domestic product, consumer price index 

and exchange rate were stationary at order of integration with I(0) process. The Pooled OLS and 



% 

Random Effects Model show the impact of gross domestic product, consumer price index and 

foreign direct investment in previous quarterly on foreign direct investment to be positive. 

Exchange rate however was found to have significant negative impact on foreign direct 

investment. For the Fixed Effects Model, the results indicate that foreign direct investment in 

previous quarterly have significant positive relationship with foreign direct investment. Exchange 

rate however has negative relationship with foreign direct investment.  
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