
Accepted Manuscript

Title: The <!–<query id="Q1">Please check the d̈ocheadf̈or
correctness.</query>–>long-run impact of monetary policy
uncertainty and banking stability on inward FDI in EU
countries

Authors: Claudiu Tiberiu Albulescu, Adrian Marius Ionescu

PII: S0275-5319(17)30410-5
DOI: http://dx.doi.org/doi:10.1016/j.ribaf.2017.07.133
Reference: RIBAF 823

To appear in: Research in International Business and Finance

Received date: 20-6-2017
Accepted date: 5-7-2017

Please cite this article as: Albulescu, Claudiu Tiberiu, Ionescu, Adrian Marius,
The long-run impact of monetary policy uncertainty and banking stability on
inward FDI in EU countries.Research in International Business and Finance
http://dx.doi.org/10.1016/j.ribaf.2017.07.133

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

http://dx.doi.org/doi:10.1016/j.ribaf.2017.07.133
http://dx.doi.org/10.1016/j.ribaf.2017.07.133


1 

 

The long-run impact of monetary policy uncertainty and banking 

stability on inward FDI in EU countries 

 

Claudiu Tiberiu ALBULESCUab and Adrian Marius IONESCUacd 

 

a Management Department, Politehnica University of Timisoara 

b CRIEF, University of Poitiers 

c Finance Department, West University of Timisoara 

d LEO, University of Orléans 

 

Abstract  

In the present paper, we assess the long-run relationship between FDI inflows and the 

financial environment in 16 EU countries. For this purpose, we use a cointegration 

technique for heterogeneous panels and the FMOLS and DOLS estimators, over the 

period 2001 to 2015. We show that financial conditions are important for FDI inflows. 

More precisely, the monetary uncertainty, calculated as the difference between the 

recorded and the forecasted interest rate values, negatively affects the FDI inflows. In 

addition, the banking stability, measured through different Z-score specifications, 

positively influences the foreign investment. However, this result is influenced by the 

way the Z-score is calculated. We further report a positive relationship between the 

business cycle and the FDI entrance.  The robustness analyses based on alternative 

specifications of monetary uncertainty and banking stability confirm our findings. These 

results are also supported by a PMG estimation. Therefore, authorities must pay special 

attention to monetary policy predictability and to banking stability in order to facilitate 

the investors’ access to finance and their investment decision.  
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