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SENCTRYCT). Migher real et Derviie: capri] Tictys shonid Ue pOsIIvely alated. n real
private investmen, because they increase available financing;

DCPSFL(R) (4): a higher flow of private sector redit rom the baniking system also means more
financing for private nvestment and thus should be positively related o it
whether measured in nomisal or in real tes,

CPI():  invesiment should be lower at higher inflation rate, because higher inflasion
increases the uncertainty of retums from investment;

DGR (+):  faser growth shoukdcomespond with bigher investment iter because higher
srowth rates make investment more atractive (under adsptive expectations), or

because investment is seen as promoting growth (reverse causality);

DRI(-):  sbove some minimum positive reallovel, higher real inerest rates should reciuce
investment, because they indicate a higher costof capital;

DIPUBGDYP (2: the atio of public investment to GDP can have cither & positive or negative
effecton real private investment, deperding on its productivity. Some studies
(e.2, Aschaver, 1989) have shown thatcertain types of public investment have
ad & positive effecton private investment n industrial countries such as the
United States, because ofthe complementarty of public spending for
infrastructure wih private investment. However, other sudies (e.¢, Khan and
Kumar, 1993) kave found negative relationships between public and private
investment i developing countries, arguably because much of hat investment has
been unproducive and not supporive of private sector actvity.

DIPUB(R) (7): The same arguments for DIPUBGDP apply to this variable.
DSXGS (-): - higher deb service burdens reduce funds available for investment spending;

DRER (-):  an appreciation in the renl exchange rate might reduce net capial inflows,
‘ecitns the sporacistion Teduces the SouHeY’S GompoliTveness.
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