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Evaluating Foreign Direct Investment Forecasting Methods
in the Age of Artificial Intelligence: A Case Study of Egypt

Abstract

This study aims to predict foreign direct investment flows
in Egypt based on the period from 1982-2022, in order to reach
the best way to predict foreign direct investment that is
characterized by volatility, by comparing Markov Chain,
traditional forecasting methods (Classical Techniques), modern
predictive models (ARIMA Models), Exponential GARCH and
predictive regression models based on Machine Learning
models.

the study found that traditional models and ARIMA
models are not suitable for predicting foreign direct investment,
while Exponential GARCH models have not met the conditions
to apply them, therefore cannot be used to forecast foreign
direct investment, but machine learning models, including
Decision Tree Models, are the best models in terms of
predictive ability and model quality. Hence, it is possible to rely
on the forecasted values of machine learning models in
developing future strategies, and creating an attractive
investment climate for these flows, Accordingly it can be said
that artificial intelligence able to beats the recognized
forecasting models.

Keywords: Foreign Direct Investment — Forecasting Models
— Machine Learning (Decision Tree Model) - Markov Chain
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by Ala ) eV g e JEY) Jlas) Gly <0.652 (aleasy)
0.348 L2 gl s ) eV poes e JE) JUinl o WS ¢ jia

2022 asldl) jaladd) iaY) el Lldieall cYWaaYL sl

i) (e Aaall CVLaAY) paen any @3 T dnidll e Jseanll Cn

dighan (& O (V) axidll Cpun Gob e cllyy hialy palisl
P LSl

0.667 0.00 0.333
n'=(0.652 0 0.348)*[0.00 0.00 0.00
0.625 0.00 0.375

= (0.652384 0 0.347616)
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alall & (mlaay) dlls 1) JEy) Jlas) of 100 asial) dami (e sl
Galy s haa) Al J Q) Jwas) W 0.6524 o Jdadl W)
bl ) L) e of daisd) e e 4l G e say < kea
Juia) o LS ¢ 6l agde Tl o 993 2022 ale 8 L) aas e
o e Jm Lo «0.348 & 2023 ale b oploy) dlls N Jlay)

%65 58 2023 2l Hlall & il a1 L) paless) Jlas)

0.00 0.00 0.00

62.5% 0.00 37.5%

Lo dga)ll sl L Jgeasl] CisSile Jodles aladiad (Sar WS

DA (e Gome Griwe e abal oY) léaay) a¥las) )y
o Gua UP = U 48V dauall aladi

66.7% 0.00 33. 3%]

U
lim pm=U = [ .

m—+co
[

A Alaayl aVWY aladial Saball coa¥) lénayl e kil
oSar 2022 -1982 (e il PDla Lénay) W g of oKa A
cYlas) & ohaa) e dla ) dsagl! 43 il 55l ) Jsaasl)

e A pabal)l Y iy cilss s
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n [{].652 0.348
0.652 0.348

pPe
Clsie 6 dlwll i) L) b el Jall (Ko bs e
Dbl s eV le ) c¥laal) ods jaidy Jhgnd) pday ) dseasl]
gy palaady) Ala ) Q) Jlas) o Jsdll (Kar & Gag Adlall Cag ylal)
0.348 gl dlla ) JE) Juaal ofs 0.652 (& alsel Cas g5
s alall oY) L) bl JWis) of WS calsel cu aen Sl

- S

i) L) el eVl gl (Ko ail xiiid ue Laay
D) 5aL) Jlaial aly Gua ooy AUl Al 55l iy il
3 yabdl el ki) (amlias) Jlaa) ge W 0.348 jaldl sy
Cilgias Cus 9pe 2 Ldlall ) LW deay of s WS 0.65 &
O V) il e ) Jeasill @5 L dasal e al) ey . LAY e dls )
S llaiadl e (g ¢ el Sl aasn sl Li€a Y GsSHle Jedla
e pisas deadl ) Jyeasl DS (e e A gl 3aills Aslai)
2025 =2023 e 55l DA i) oY) S ik gl aDIS
Ll il & algls L Lo st ¢ planiy) sliinl

L) gz ilall) —g

Oia) DA e grhall aysll jusaad) g L) e aStIL ganl Dlee fas
Aajye b S (aphll sl yuadl gla) Je I 63l Jarque-Bera
Loha) hyd e Bl i Sl Unit Root Test sasgll jds sl
LI g il Lo Talaie) jalud) iaY) el

2024 g ) 2ad) - 38 alaal) 4l el g & gal! dgalal) Alaal)
1000



@Sl Ly

Non-stationary st e cllull @ aaell (a2l
Stationary e clilnll @ bad) (a0l
st bl aal) L) o JLasY) S e pls I8 oy

¢ oandl Gl by oS Vs (a0 > 0.05) of Cus (gl vie s
s die by (gried) die s bl il L) ol daadle s
i 2y Gl %10 %5 (1% Ligine (Ssinse die il 4 V) %10 Ligiaa
Cipnr Le gl lsd (Ko LAY (2) Jssall (B s 58 WS L AsY) Gg )
Baagll s loaly

(Augmented Dickey—Fuller test Unit Root Test ,laal :(2) Jsas

statistic)
Augmented Dickey-Fuller test | T- statistic | Prob.
statistic
level -3.21681 | 0.0960
Test Critical Values 1% level -4.21186
5% level -3.52975
10%o level | -3.19641
1%t Difference -4.77474 | 0.0023
Test Critical Values 1% level | -4.21186
5% level | -3.529758
10% level | -3.196411

E-Views gl n Gl ki jdaal)

z3sa JuadY Joeasll 3l 8 Ladd 2ila peed o slael) 3

Classical  gull & doadal) daphal) sl Cus dgmll 48 Cua (e
o o (e Al eIl (Smoothing  Techniques) Techniques
Cycle «lsll jif (Seasonal Effect awsall ) ) duia3ll Judladl L]
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Random Effect jlsaell V) (Trend Effect sl slas¥) i « Effect
e g ccalaY IS dadgiall yie ElaaY) and Aiajll Jedldl (ia jail dami€
RMSE, MAD, a8 Pl (e ganll Lol Callad) o £laall 25 Y
Sl 8 Lgaladnad o3 Sl s dladll (e Ao ganal Jeagill & S5 (g Theil’s U

(3) dsaadl (& mamse s LS bl ial) Ll

On Alaall Ko gall 8 dexdiea) z 3kl saga 20 o aSall
(3) Jsaall 8 daimgall d8a) julee DA (o Lebandl HLod dpaulil) & dlal)
z3sad sa JumdV) z3saill o) ang lgaans #3laill o3 A5le DA (e
Damped Trend Non-Seasonal

sl b Al 7 3lall il 2(3) Jgan

RMSE MAD | Theil'sU
Damped Trend Non-Seasonal 1,667,601,773.41 | 1,030,395,715.39 1.08
Double Exponential Smoothing | 1,763,665,110.54 | 1,100,056,824.93 1.4162
Single Moving Average 1,763,169,596.56 | 1,099,483,019.47 1.081
Single Exponential Smoothing | 1,763,644,479.44 | 1,099,903,907.42 1.00
Double Moving Average 2,334,110,738.36 | 1,570,279,998.26 0.999

lalaie) 4uladdll Wby 7 3laill (aiifi 3 <Oracle Crystal Ball  gealiy cilajie @ jduaal)
RMSE L

siS e zsad sa Theil's U jlas) sl g z3eall 138 o V)
U SlasV) ddee dad o) Cus oill alla je 568 ade slae¥) oSa Yy
Gl 8 3l Beli€ aaeg Carn o dly Lo gy masall aalgl) (e S
Basag Bl o Ligd AND adpy ¢lld (8 maaiall aalll e B IS 13 L
<l e uadl) (Kag aludl Y)W ad gl Gz sl
—: L LS Theil’s U jlaa) Gluad byl

2024 @) 2l - 38 alaal
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2

n—1 (Ft+1 - Yt+1)

g _ t=1 Y,
n-1 (Yt+ lYt_ Yt)z

Where U = Theil’s U — Statistic
F = Forecast

Y = Observation

Damped Trend Non-Seasonal zisai o e clld (8 & (hag
Dlid) ded caly Gua Qb ) laYL gl c i€ e zisal s
&) dsasll AV Zilall ) Jed) oSa & (g <1.08 Theil’s U
Double z3sai Jan Lo sa5 (Theil’s U jlasl Ll Gy oci€ #isa
Baga Cua e JBY) 4l ) sl Als ) w81 Moving Average
Neale cllly Lgaladtind (Say =il ) Jgecasl
Double Moving Average z3sai alasiub lg bisdl 4@l :(4) Jsan

Year | 2023 | 2024 | 2025

Actual Value (9840600000)

Double Moving Average | 3,663,300,000 | 2,933,800,000 | 2,204,300,000

Oracle Crystal Ball gzl cila e e Talaicl Zialil 2y, 1 juaal)

dpaal) ziladll —¢
Sl 8 adan allg Box—Jenkins  yiSia —(uSer daagia aladinl o
Auto-regressive ARIMA <l cllaugially (A1 jlaai¥) #3la e
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s — S diagia iy L ol cIntegrated Moving Average

Box-Jenkins

Identification cauliall zigalll Ao Cipil) dls e A
AR o Lalull sV lénay) ol i) 235l 05 of oS
Jrid V) o e deied) & pabad) s lénay) dele of e L sag
O i s MA 3503 58 Al jedal) 23l 05< Of 5f ol (b aSslad
O ) el & aShal paie Javsia V) 5a Lo diftasall (b el ol
z3salll Aijaaly . 3Sa (uSo 73l alatins LARIMA Tas Legio zmie 055

Auto- (ACF)

Ll cles Ko calblyl)l danlal asliall

Partial Auto—Correlation i)l il Llayyl Correlation Function

ol ilaladll o Function (PACF)

_ Cov(X,, X,_,) _ Yk

Pk
var(x,) 7o
t=1,2,3, ———— T
k=1, 2,3, ———— , K
k-1
R Lox — Z D 1.0 L%
—1
D — A =)
1— E ,¢k—1,npn
Nn=>1
¢k,n — ¢k—1,n — ¢kk¢k—1,k—n
2024 g ) 2ad) - 38 alaal) 4l el g & gal! dgalal) Alaal)
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e JS S (4) &) J<all (8 (A LalayYl Al sy DA Gag
Crmy bl V) LU (555 z3gad () deasil) e asly Jsal
L;\SS\ ‘_5_1);3\ L\,\BJY\J ‘;"1\5!\ L\,@j}!\ ala :(4) ?BJ I
Date: 09/21/24 Time: 15:13
Sample: 1982 2022

Included observations: 41
Autocorrelation Partial Correlation AC PAC Q-Stat Prob

0.763 0.763 25.627 0.000
! 0.591 0.023 41.410 0.000
I 0.437 -0.049 50.267 0.000
I 0.242 -0.194 53.068 0.000
! 0.154 0.090 54.228 0.000
! 0.188 0.259 56.007 0.000
I 0.223 0.094 58.577 0.000
! 0.248 -0.038 61.859 0.000
! 9 0.294 0.036 66.608 0.000
! 10 0.264 -0.041 70.572 0.000
I 11 0.180 -0.072 72.475 0.000
I
I
I
I
I
I
I
I
I

|

O~NO O WN PP

AR

12 0.213 0.253 75.223 0.000
13 0.126 -0.193 76.215 0.000
14 0.054 -0.084 76.407 0.000
15 -0.006 -0.176 76.410 0.000
16 -0.073 -0.008 76.786 0.000
17 -0.164 -0.091 78.755 0.000
18 -0.221 -0.116 82.496 0.000
19 -0.234 -0.039 86.880 0.000
20 -0.237 -0.001 91.596 0.000

lllll_-.""""'

EViews zalin cils da i jaall
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el DA e zised deady SR sl e slae¥) 5 13 W
ARMA s zull d adle slae¥) oSay ke z3gad Juadl ()5<8 E-views
Model (0,3)(0,2)

ARIMA 73sei i) 4l (5) Jsos

Automatic ARIMA Forecasting
Selected dependent Variable: D(FDI)
Sample: 1982 2022

Forecast Length: 3

Model Maximums: (4,4)1(2,2)

Number of estimated ARMA models: 225
Number of non-converged estimations: 0
Selected ARMA Model: (0,3)(0,2)

AIC Value: 45.7657

EViews zaliy cilsjia i jiaal)

S (eadgat lia of sy (4) Sl J<ally (5) Jsaal) o
S.E of UK agz3saill baga Jo oSSl julae DA (e Legin Anlidl
Regression, AIC, Schwarz Criterion

CJ}A.\S\ BYCTI ||
J<all ARIMA 3 5andl) cillacsgially (I 5lasi¥) 7z 3l alell 2 3gall 30,

Jl
FDlr{t:l = g + @J_FDlr{t_l] +—-—-——- +qkaD'r{t—Ff]

+HD + Hlst—l + - - — +H.I|.'Et—k + L!’.t
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ey ¢(766) dsin s qiage 8 LS (2) gasadl ¢(1) gapell sl 5

dalae O Jglaall o3a uagiy ¢ lgale slaie¥) 5 all cbloa¥) dag e
Byatall Claleall a8 IS o V) (JgY) z3salll 4 R-Sq = 0.688 sl
R- o) ¥) dugine e ailadae JS 35a1 8 (2) gisei of WS cdisina e
Dl gl mleas Y 3kl oda o maal G laey .Sq = 0.75

bl L;\.\;Y\
ARMA(3,0,1) (1) oaall z gail :(6) Jdsx
AR(1) | AR(2) ARR) | MA(1) | MA(2) | MA(3)
Model (1) 0.463 0.316 -0.031 0474 | - | -------
(0.308) | (0.192) | (-0.0863) | (0.381)
R-Sq. S.E. of Regression AIC Schwarz Criterion
0.688 2.16E+09 45.100 46.25
E-views galiy clajia e lolde) Lald) dlaulsy : jhuaal)
T-test ad (e Bl (8 1() Omasd O pdl
Root Mean Squared Error ;e 3)ue & :RMSE
ARMA (0,3)(0.2) (2) _siall z3seil £(7) Jg2n
MA(1) MA(2) MA@3) | SMA(1) SMA(2)
Model (2) -0.313 0.906 0.188 1.223 0.448
(-0.0077) (0.0027) | (0.0015 (1.545) (0.689)
R-Sq. S.E. of Regression AIC Schwarz Criterion
0.75 1.95E+09 45.92 46.03

E-views galiy clajia e lole) Lald) dlaulsy : jduaal)

T-test ol o Blie (o () s O ol
Root Mean Squared Error ;¢ 3be . :RMSE
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die e gt 4 e bl aal) i) ae Jabaall &5 13
zasar N Jeni add V) i n JoY) Bl 28T b (%5 AR da
Tisel aie il (Saig (5) JSA 4 miase sa WS Random Walk
LI 8yguall & Lualyy aie yuatl) (Ko 35 « ARIMA(0,1,0)
Y= Y +U;

S Sl Bl Yy 1A el dlls o(5) a8y U<
Date: 09/24/24 Time: 01:57
Sample (adjusted): 1983 2022

Included observations: 40 after adjustments
Autocorrelation Partial Correlation AC PAC Q-Stat Prob

0.085 0.085 0.3118 0.577
-0.092 -0.100 0.6861 0.710
-0.028 -0.011 0.7227 0.868
-0.294 -0.305 4.7496 0.314
-0.356 -0.343 10.823 0.055
-0.044 -0.105 10.918 0.091
0.072 -0.031 11.184 0.131
0.025 -0.121 11.216 0.190
0.229 0.031 14.056 0.120
10 0.225 0.080 16.900 0.077
11 -0.206 -0.256 19.363 0.055
12 0.048 0.109 19.499 0.077
13 -0.091 -0.111 20.010 0.095
14 -0.182 -0.029 22.153 0.076
15 -0.093 -0.148 22.737 0.090
16 0.123 0.025 23.800 0.094
17 0.099 0.051 24517 0.106
18 0.051 -0.031 24.713 0.133
19 -0.004 -0.214 24.714 0.170
20 0.020 0.043 24.747 0.211

=0
R~

fn
In

O©CO~NOOUTA WNPE

__...-____.l..-.l....l..__.__.l.___l.

__-"......-l."-'__

EViews zalin cils da i jaall

sl 8 ARIMA ~3la aladiad Ko ¥ ash Jadll oSar & g
iy 3 bl Jmdl o e 050 o 40 G il (ial) L
2025 -2023 o 5l DA jaball oaY) lénayl gl
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Exponential GARCH (EGARCH) 7z 3gai -2
Y LY L gl dadyl #3lall o EGARCH zisai iay
1982 (e 55l Pla Saladll s L) aas & collinll Tyla 5alul)
parl) 5l Cua e deadY) s zsall 1 s B S (g 2022 -
Alyg = 3saill 3 ARCH i1 asmg o B Llase cany z35all 138 aladiadg
ARCH-LM laal DA e
There is no ARCH Effect : _casll (il
There is ARCH Effect : il (a4l
ARCH test for the residuals lial :(8) Jsas

Heteroskedasticity Test: ARCH

F-Statistic 0.07031 | Prob.F(1,37) 0.7924
Obs*R- 0.07397 | Prob. Chi-Square(1) 0.7856
Squared

E-Views zaliy cila e o Talae) 2all) dauls : juaal)

(Observed R- (o S Jlaal dad of LLdV) 4ol (e cpiy
sldad 558 e alac¥L @l (0.05) e ST Squared and F-Statistic)
&5 as ARCH b ssag pany Wy anad) Gl s oy @ (e cBasly
zisad Gguli Sa Y & (e Heteroskedasticity 1 b asg V¥
.EGARCH

iy zilal —a
Wlee o slaie) DA e pdball a1 eyl sl (Ko
Jadl ) Jgeasl dal e palad) el lénadl L claasall lass)
2 Machine Learning aly) ala zilas e slaie¥) & sy o Ko zdgal
lee e Tolaie) gl dsye i 8 ey e pdluadl oY) eyl gl

2024 g N 2l - 38 alaall 4l el g & gal! dgalal) Alaal)
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Sl 8 lgabadiad B alall e HLEWY) clase pabeial sl
bl s DA
Gsimal Ao Ghbase 0 aladl ol L) Glaaas aud
Tkt 3SH loanall e alaie W) &5 a3l Y ¢ SN (g sinsall e (Al ol
aan o RSl a Caguy il lie s Y Adal) claad) el oY
saiy @l e DAl Cual Lavsiay (JleaY) (aall @l die e (3udl)
e (ala®¥) ~ a1y ¢ Jlaayl Asall =il gal Janes aie June (sl
B o e leay) Jadll il e logude cilylglly cilpalial) ¢ sanas aie
Lgld ne ceVLaWly Jall plss & LVl lgie hae Zawla) 4al
rn die Duae ala®Y) had) 1 8 WS i 100 S Gl
Wlsall (A aally ¢ Aaall gaall Maaly cpal@Y) e 53U Jaay puall
(Islam, M. S., & Beloucif, A., 2024; aaill Jasag (adgall dalal)
Asiedu, E., & Esfahani, H. S., 2003; Fawaz, M., Bai, H., &

Yokogawa, H., 2001).

Cang 38 Jlea¥) el 2ol Ll (Gl giseal 155 ¢ yaluall aaY)
D) sy e il Al Gl e sl mll G clahall (s
Ll ¢ (Masry, M., 2015) 2012 -1961 oo 35l Joa iluall oY)
ebaidY) ~lay) of caag a@ Mohamed, K. A., 2010 4ul»

Sle i g olna) Fldly alal) lénaly cdaesSall claldlg
—1983 (1 55dll PA pae ) (@lelad 10) eladll linny) clby
13 e @S, G (Khalil, E., 2015) dal ) &L=yl 1 2004
—1970 o 55l DA Habadl eV L) claase Ll K yuia
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Jare ¢ ial)l Mea¥l adll bl o O dogine ) cilag 85 2013
Bly)s «(Adelakun, J., & Oguijiuba, K., 2023) aducaill Jaeay ¢dlladl
(Mohammed, B. S., (olai¥l L) ¢ bledl 3layly ¢ casSall
el aloa¥ly Gl aae o V) il Jaes ciyeall jawg 2022)
DY) Cdn b R0 dugiea g cilsie (o LAY o laall LénuY)

bl )

Jalss (Omran, E. A. M., & Bilan, Y., 2024) 4.l cilslo LS
Jara (e US Cidng 25 2022 —1976 (e 55l DA pan & puasl)
s lulsd pln cipabally oadsl Jeay) aall @bl i
Ve (id ) @l sy 05 WS ¢ pean ) pabdl oaY) lénay)
Slo aludll daile 5l e (Moustafa, E., 2021) <) iy cadcal
e @ulill 2019 —1975 e 5l DA il Y jlénay) cds
i) liaay) Cis B alad) 0 L aladl) As8lSe o sy Ny jeas
-yl

o dpall Joall aalS yime et B8 il (e of SAL s
DY) s Ll Caagy Lol Jledg T 3ycl) dilaie ) Lo i)
(El Fakiri, A., & Cherkaoui, K., dulp ciaagl 3y bl sl
Gl o A cliags By jems lin e A 16 e Gulall 2024)
el )l clien e 5s Y all)

(Nguea, S. M., 2020; Griguer, S., & Lhassan, I. i Ll
Osnty bl V) LAY GBSy sk Dle caag AL, 2024)
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NV Laly Jall g lad b HLaal lgie e Wyshis Lala) 4l 4l
o Wsae b caali o alal) Allead) Jlsis danlild) dsall (Ko LS casllally
(Griguer, S., & 4wl Jell & Labudl _ua¥) sl b

.Lhassan, I. A., 2024)

& Al Al Lgiee 2 ) clag 8 clahall e of V)
(Onyeiwu, S., & dulp Loy Labull oY) lénay) e sl
Shrestha, H., 2004; Rashid, I. M. A., & Razak, N. A. A.,
2016; Tampakoudis, I. A., Subeniotis, D. N., Kroustalis, I. G.,
Alaall o Gamnan o) ) d8LeaYU 13a & Skouloudakis, M. 1.,2017)
Caagr Lol plsall e Galll L) calabs saly 8 aales o Sa
@l 13 gay 8 Gauail) jhai) G V) ccloball Gl 508 i
4l 4wl (Upadhyaya, K., & Barreto de Goes, B., 2024)
) o) caagl 2@ (Griguer, S., & Lhassan, I. A., 2024)
e Ta58 i ) Joall b et 8 3loul) o Gl il aa)
o ity Lo sag cilaiall Glow¥) o3a ) Jgeasl) s gl OIS 13 5)lal
el G A ) aw L legin AR Aulp clgls Al cluhall e aae
slel anmg cpall a8 LLAY) gae e cign L) cling sl
a5 el Jlalaa salyy Sleina) daalie ) 05 of oS ) cpal) dead
(Arumona, J. O., Isaac, L., & LuwY) s e e j5 L
L ke lslus Dore, F. A; Wang, Z., Ning, Z., & Wu, F., 2024)
sl ) ) wa sy 38 Ll bl miln s b Jsdl) (e G
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el bl nY)

il o alaeYU bl Jae chpsid) cilily e Jyanll &
535 glaiy] Jadadilly Aaaiill 5y ¢ gymall (5Spal) Slidl ¢ Jgall Sl
2022 — 1982 e 5dl) P s yead) Allal)

Daluall o) L) claass e syl cilriall 1(9) Jsas
&) il G)ddaall
(FDI) silaall cia) Hlafiia¥) iy pdlall aiad) jlaiiay)
Oe 2 Al Gl ¢ (GDP) (Mlea¥) sl bl (ALai@Y) ol (3 gaud) ana
(GDP_PER) (Jleay! (laall il
(GDP_GRO) Jea¥!) aall mlil) i Jaza (Sl £1al) (5 oal) gad

Slaay) sl il /() st jalall) @ alaidy) FLdN)
(OPEN)
IOOJSS‘_.,-»-'AJEI\ cailed) hghi 2 - ) .
(MOB_100)u=s-i Al Ay
agiadll) dualal) Al e Blay) leal -
(il
(CPI) (el (ol 8 )l)) pdiiaill o - S )

EX R amll Cijpall jou -
(Debt) Slaa) sl cpall -
(Deficit) 4 sall daladl & ) sall jac -
3\3;\.;1\ a.k.u\}} :J-\AAA-“
Se Talae) jalud) a1 LnaV L gl alY) aled =3l plasiud
DDA Snd Auh Aadia) & a8y laySh Gl ASH AalaiE) claasd)
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