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Abstract

This study aims to identify the magnitude of institutional and monetary
indicators in selected Asian and emerging countries and to examine their
impact on portfolio investment and its development. It also analyzes
international experiences concerning the relationship between monetary
and institutional variables and portfolio investment ¢ as well as estimating
the magnitude of their effects using quantitative econometric
relationships.The study is based on the hypothesis that monetary and
institutional variables exert differing effects on portfolio investment flows
in these countries ¢ and that the quality of institutional and monetary
variables plays a crucial role in attracting portfolio investment.The study
seeks to determine the role of monetary and institutional policies in
attracting portfolio investment by adopting a cross-sectional time-series
approach ¢« namely panel data analysis ¢ for selected Asian and emerging
countries over the period 2002-2024. Portfolio investment represents the
dependent variable ¢ while the monetary explanatory variables include
broad money supply ¢ interest rate < exchange rate <« and inflation. The
institutional explanatory variables consist of six governance indicators
issued by the World Bank: control of corruption ¢ rule of law ¢« voice and
accountability ¢ political stability and absence of violence ¢ regulatory
quality ¢« and government effectiveness.The empirical results indicate that
monetary variables are statistically significant ¢« and that there is a
negative relationship between the interest rate and portfolio investment in
the short run. Conversely ¢« no relationship is found between the exchange
rate < broad money supply ¢« and inflation and portfolio investment in the
short run. In the long run ¢ the results reveal a negative but statistically
insignificant effect of the interest rate on portfolio investment ¢« a negative
and statistically significant effect of the exchange rate ¢ and positive and
statistically significant effects of broad money supply and inflation on
portfolio investment.With regard to institutional variables ¢ the results
show a negative and statistically significant relationship between the rule
of law and portfolio investment in the short run. In the long run «
regulatory quality ¢ rule of law ¢ and voice and accountability exhibit
positive and statistically significant effects on portfolio investment ¢
whereas control of corruption and political stability have negative and
statistically significant effects on portfolio investment.
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ABSTRACT

This study aims to identify the magnitude of institutional and monetary indicators in
selected Asian and emerging countries and to examine their impact on portfolio
investment and its development. It also analyzes international experiences concerning
the relationship between monetary and institutional variables and portfolio investment ¢
as well as estimating the magnitude of their effects using quantitative econometric
relationships. The study is based on the hypothesis that monetary and institutional
variables exert differing effects on portfolio investment flows in these countries ¢ and
that the quality of institutional and monetary variables plays a crucial role in attracting
portfolio investment. The study sccks to dctermine the role of monctary and
institutional policies in attracting portfolio investment by adopting a cross-sectional
time-series approach ¢« namely panel data analysis ¢ for selected Asian and emerging
countries over the period 2002-2024. Portfolio investment represents the dependent
variable ¢« while the monetary explanatory variables include broad money supply ¢
interest rate ¢ exchange rate ¢« and inflation. The institutional explanatory variables
consist of six governance indicators issued by the World Bank: control of corruption ¢
rule of law ¢ voice and accountability ¢« political stability and absence of violence ¢
regulatory quality ¢« and government cffectiveness. The empirical results indicate that
monetary variables are statistically significant « and that there is a negative relationship
between the interest rate and portfolio investment in the short run. Conversely ¢ no
relationship is found between the exchange rate ¢« broad money supply ¢ and inflation
and portfolio investment in the short run. In the long run ¢ the results reveal a negative
but statistically insignificant effect of the interest rate on portfolio investment ¢« a
negative and statistically significant eftect of the exchange rate <« and positive and
statistically significant effects of broad money supply and inflation on portfolio
investment. With regard to institutional variables ¢ the results show a negative and
statistically significant relationship between the rule of law and portfolio investment in
the short run. In the long run ¢ regulatory quality ¢« rule of law ¢ and voice and
accountability exhibit positive and statistically significant effects on portfolio
investment ¢« whereas control of corruption and political stability have negative and
statistically significant effects on portfolio investment.
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