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The study's goal is to investigate how important macroeconomic
factors affect certain African nations. These metrics are crucial for the
economies' effective development and can be utilized to address the
many economic issues that the chosen countries are currently dealing
with. 91 publications published between 2004 and 2022 were examined
using the Scopus database. With an emphasis on five major factors:
Growth Domestic Product (GDP), Interest Rate, Exchange Rate,
Inflation, and Foreign Direct Investment this study evaluated and
analyzed the literary elements and themes explored in order to give
guidance for future research. The findings revealed that Interest rates,
inflation, exchange rates, and foreign direct investment (FDI) are some
of the macroeconomic variables that can affect the selected African
economies. Foreign direct investment has been identified as the most
important factor in improving industrial prosperity and living
standards in developing economies such as Nigeria, South Africa,
Egypt, Algeria, and Morocco after stabilizing interest rates, inflation
and currency exchange rates. The study's findings are supported by
material that has been published in previous years. Given that a
number of recent economic issues have had an impact on the expansion
of the economy, it is necessary to evaluate the ideas using panel data
from the past 20 years in order to ascertain whether they are still valid.
The report highlights the key macroeconomic factors that may have an
impact on five different African economies. The study combines a
number of economic metrics that have previously been studied
separately to assess the trend in the economies it has chosen. To the
best of my knowledge, this study is one of the few that evaluates both
the individual countries used and the indicators in general.
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1. INTRODUCTION

One macroeconomic

indicator of

through FDI and inflation, among others, may
affect their economic growth; this is especially
true for African countries that are facing

economic expansion from one era to the next
is the GDP growth rate. However, by
employing these measures, economies are
curious to find out how more generalized
phenomena, such as global commerce

several economic challenges. The primary
macroeconomic factors may include exchange
rates, inbound foreign direct investment, and
economic complexity, according to [1]. [2]
states that changes in economic production,
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inflation, interest and foreign exchange rates,
and the balance of payments (FDI) should be
the main concern for macroeconomic
indicators. However, the macroeconomic
indicators and their impact on the chosen
countries' economic development are the
main emphasis of this study. Even if
macroeconomic indices have a huge
influence, the chosen countries have had their
fair share of issues. For example, the lack of
foreign currency that importers could use to
bring in goods and services from abroad was
one of the Central Bank's economic policies
that had a negative effect on the economy [3].
Nigeria's economy is still very reliant on
imports, and this situation is not going to
change overnight. The
implementation of flexible exchange rates was
ineffective since the value of the currency
relative to the dollar continued to rise, causing
the general public much pain. [4] discovered
that inflation has a significant negative
correlation with economic progress in South
Africa and Nigeria, with the exception of
Egypt. This suggests that while FDI tends to
boost GDP, rising inflation tends to hamper
growth in Africa. FDI plays a major role in
economic growth, especially in emerging and
developing nations. Furthermore, developing
countries must realize that, in contrast to local
popular  assumptions, foreign  direct
investment (FDI) does not necessarily
translate into economic progress. It is vital to
take into account measures that will restrict
the money supply and promote a low and
constant inflation rate in order to fully profit
from FDI inflows.Furthermore, from the
global financial crisis until it declined once
more following the outbreak, Morocco's real
neutral interest rate has been moving lower
[5]. The results indicate that Morocco's central
bank has responded somewhat mutedly to its
forecasts for GDP growth and inflation. The
short- and medium-term impulsive response
of output to a monetary policy shock is
limited, even while the impact on inflation
shows less advantages of FDI inflows.
Enhancing the dissemination of monetary
policy is crucial in a setting where the
exchange rate is flexible and inflation is
targeted. Even if Algeria's economy has been

eventual

characterized by some political and
macroeconomic stability, foreign investors are
nevertheless apprehensive about deciding to
relocate their assets to the Algerian market [6].
It is clear that the expansion in the money
supply must account for the inflation rates, as
it might grow in response to an increase in
nominal expenditure in an inflationary
environment. This is required as there is no
long-term or short-term impact of the money
supply on economic growth [7]. A few of these
are low productivity and low global
competitiveness, as well as a lack of economic
resilience, uncertain trading conditions, and
pricing distortions brought on by the fiscal
system that discourage sustainability. The
economies of all countries, including Nigeria,
are susceptible to the effects of
macroeconomic variables such as interest
rates, inflation, currency rates, and foreign
direct investment (FDI). Various factors that
might impact a country's growth have been
examined by macroeconomic theory,
including new growth, Keynesian, and
neoclassical models [8]. According to [9], there
is an inverse relationship between interest
rates and the GDP. Interest accrues when the
central bank grants a financial institution a
line of credit. Interest rate changes
immediately affect inflation. [10] states that in
order to accelerate sustainable economic
growth and inclusion, developing countries
need to address a number of interrelated
underlying issues. A couple of these are low
productivity and global competitiveness, in
addition to price. Interest rate changes
immediately affect inflation. High inflation is
mostly to blame for rising interest rates. When
conditions are favorable, low interest rates
lead to lower inflation, which boosts the
economy [11]. Rising interest rates obstruct
the growth of the economy. Consequently,
interest rates and growth rates are closely
correlated. This study's main objective is to
evaluate how macroeconomic factors affect
the economic growth of particular African
nations. The precise objectives include
figuring out how interest rates, inflation,
currency rates, and foreign direct investment
affect economic development in a few chosen
countries. This study is pertinent given the
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present economic conditions of the top
African nations. This study's main objective is
to evaluate how macroeconomic factors affect
the economic growth of particular African
nations. The precise objectives include
figuring out how interest rates, inflation,
currency rates, and foreign direct investment
affect economic development in a few chosen
countries. This study is pertinent given the
present economic conditions of the top
African nations. Macroeconomic factors,
which are essential to these nations' stability
and long-term survival, are the primary
source of confidence in this research. But for
the countries to overcome their present
difficulties, the development and expansion
of the economy hinge on how well fiscal and
monetary policies are approved based on
these factors. The top African economic
system will be affected if the study's findings
and conclusions are made public and used by
decision-makers. Due to the contemporary
topics covered in the study's background,
literature evaluation, and conclusions,
academics, students, business entities, and
individuals who may come across them will
also benefit from the study. By offering
theoretical and empirical ways to enhance
understanding of macroeconomic variables,
economic  development, interest rate
operation, and its links with transmission
mechanisms among nations, the research also
seeks to close empirical and theoretical gaps.
Still, this study is not often done because it
included five important macroeconomic
indicators and five nations as a whole.

2. METHODOLOGY OF
RESEARCH

The research focuses on the effects of
macroeconomic variables on the economic
growth of the top Five African economies. The
literature on macroeconomic variables and
their relationships with economic growth and
progress would be reviewed. The research
project will also assess economic development
through GDP and relate it to macroeconomic
variables such as interest rate, inflation,
foreign exchange rate, and foreign direct
investment, to determine their impact.

An analysis of pertinent conceptual and
theoretical frameworks, research methods,
and empirical the literature review study
is one of the most popular and widely used
techniques in macroeconomic research [12].
Unlike the typical narrative review, a
systematic review follows a rigorous,
standardized, open-ended, scientific
technique. It evaluates the corpus of current
research,  utilizing  precise  screening
techniques to scrutinize the articles and
evaluate each related study in a critical and
convincing manner [13]. According to some
theories, reading up on macroeconomic
growth, or GDP, can teach us about the best
and worst methods that have been employed,
establish applying
macroeconomics correctly, identify gaps in
knowledge, predict potential problems, and
more. It can also help us create a plan to deal
with those problems [14]. Moreover, results
from studies based on systematic reviews are
more reproducible and credible than those
from narrative analyses of the literature [15] .
Reducing the subjectivity of the review
process and improving the quality of the
investigation are two benefits of the
systematic review technique [16]. According
to several proposals [13], [17], [18],
Furthermore, it is possible to generate
extremely important quantitative and
qualitative knowledge through the use of the
systematic review method [19]. We therefore
followed the methodology that many
systematic studies have employed to avoid
biases in the study's execution [13], [20]-[22].
The sample literature was gathered using
Scopus, one of the largest and most
comprehensive databases for high-quality
publications [23]. The first sample consisted of
109 scientific papers. Then, because the
authors were fluent in English, the search was
restricced to works published in that
language. We further narrowed the results to
include studies in Growth Domestic Product
(GDP), Interest Rate, Exchange Rate, Inflation,
and Foreign Direct Investment because the
field of interest (economics) is dependent on
economic development. The number of
sample studies was lowered to 91 articles by
restricting the search to research that was

guidelines for
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published in the previously listed domains
using this process. Finally, every paper in the
73 studies has to touch on these five factors:
GDP growth, interest rates, currency rates,

inflation, and foreign direct investment all
increased.

Studies would be conducted. Time
series data from 2000 to 2020 would be obtain.

. . o| Title-ABS-KEY (GDP, FDI, Exchange Rate &
Searching String >
‘ Inflation)
Data Source > Scopus
Initial Sample > 91 Studies
Limit to English Language > 91 Studies
Limit to Journal Article and Conference
. > 91 Studies
Proceeding
Limit to GDP, FD], Interest Rate Exchange Rate & > 91 Studies
Inflation

Figure 1. Research Protocol

2.1 Assessing the Macroeconomic Variables
of The Selected Countries
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Figure 2. Schematic Representation of the Macroeconomic Model
Source: Adapted from [6]
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Figure 3. Research Framework of the Study
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2.2

This study summarizes previous
research on critical macroeconomic
variables that have influenced the
economic growth of specific African
The
macroeconomic

looks at
Figure 1
represents the schematic representation of
the macroeconomic model. This is
adapted from [6] and it is used to develop
the Research framework of the study as
shown in Figure 2. The prospects for
economic growth in selected African
countries are also discussed.
Data Analysis Techniques

In this study, only secondary data
would be collected. The data would be
obtained from selected countries' Central
Bank statistical bulletins, the National
Bureau of Statistics website, the World
Bank website, the World Bank
performance indicator database, text
books, journals, seminar papers, and the
internet, among other sources. All data
would be collected from 2000 to 2020.This
is done to improve fit. Data on interest
rates, inflation rates, exchange rates,
foreign direct investment, and GDP
would be collected. As a major statistical
tool, multiple regression analysis would
be used to analyze the data. Nigeria,

countries. research

variables.

Nigeria

South Africa

Egypt

Algeria

Marogco

South Africa, Egypt, Algeria, And
Morocco would be the subjects of five
multiple regression analyses. Panel data
will be used to compare the independent
variables, such as interest rate, inflation,
exchange rate, and foreign direct
investment, to the dependent variable,
GDP. Since the study is based on cross-
sectional data, the impact of key
macroeconomic variables on the growth
of the selected African countries has been
highlighted while yielding outcomes
based on prior scenarios, resulting in
unique findings.

Research Themes

Gross Domestic Products

GDP is defined precisely by the
Bureau of Economic Analysis (BEA) as
follows:

The value of the products and
services generated by the country's
economy less the value of the goods and
services used up in production is known
as the gross domestic product (GDP) [24].
GDP is also equal to the total of
government consumption expenditures
and gross investment as well as gross
private domestic investment, net exports
of goods and services, and personal
consumption expenditures [24].

441.54
418.02

402.84

Figure 4. African countries with the highest Gross Domestic Product (GDP) in 2021 (in billion

Based on the chosen African
GDP, Figure 1 shows that Nigeria has the
greatest GDP in Africa, projected to reach
around 441.5 billion US dollars in 2021.
After that, South Africa ranked second on
the continent with a GDP of 418 billion US
dollars. Algeria and Morocco came in

UL.S. dollars)
Source: [25]

fourth and fifth place, respectively, after
Egypt, which has the third-largest GDP in
the world [26]. Following a decade of
almost zero GDP growth per capita,
overall GDP growth has been extremely
low, averaging less than 4% per year from
1995 to 2010. This has led to weak per
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capita GDP growth (2.1 percent
annualized from 2000 to 2011) (IMF,
2012). By applying multiple regression
approaches to data from 2011 to 2017, [27]
discover a significant influence on the
GDP growth rate. GDP is not merely a
measure of growth. It serves as the
benchmark by which nations evaluate
themselves. South Africa's economy is
being impacted by increased amounts of
debt. [28] assert that the financial
accelerator mechanism operates via the
balance sheets of all economic
organizations. The move to a higher
leverage ratio for banks is anticipated to
have negative short-term economic
repercussions, contingent upon the
institutions' selected adjustment strategy.
The largest effect on GDP will occur if the
financial sector decreases leverage by
decreasing its assets rather than by raising
its liabilities. The shock also alters the
perception of risk within the financial
system, which reduces the size of the
money multiplier and increases lending
spreads. The shift to a larger leverage
ratio affects monetary signal transmission
as well and may have an effect on the
dissemination of monetary policy.

[29] the results of the ECM show
a statistically significant positive short-
run relationship between government
expenditure and economic expansion.
Government expenditure can thus be
used as a temporary stabilization tool
because the correlation is positive and
statistically ~ significant. = Long-term
government support for investment is
nevertheless necessary, as it promotes
economic expansion and lessens the risk
of investment in South Africa squeezing
out other sources of capital. The bulk of
subnational government revenue was
accounted for by federal allocation (FA),
indicating that states' domestic revenue
generation was insufficient. According to
Adeleke et al. (2021), subnational
government revenue is dispersed
geographically. The GDP per capita was
found to be negatively correlated with
pay-as-you-earn (PAYE), revenue from

Ministries and Departments (MDAs),
direct assessment, road taxes, and FA. It
was also suggested that states focus on
producing goods for which they have a
comparative advantage in order to
increase revenue creation. The
government must also carefully distribute
funds to accomplish infrastructural and
social development on a broad scale. The
results of [30] show a positive relationship
between financial inclusion and economic
growth. The results of the non-causality
tests indicated a bidirectional causal link
between the variables for the overall
region and the lower-income and lower-
middle-income nations. Financial
inclusion and economic growth are
causally related in just one way in upper-
middle-income countries.

[31] This study uses time series
data from 1980 to 2018 to investigate the
causal effects of the three variables in a
vector autoregressive (VAR) paradigm.
Growth in the economy and gross capital
formation The first model yielded
favorable long-term relationships
between GDP andHowever, the first
model predicts that unemployment
(UNEMP) has no immediate effect on
GDP growth. The findings of the second
model point to a robust and positive link
between UNEMP and GCF, whereas the
third model shows an inverse relationship
between GDP and UNEMP. Based on
these results, the paper recommends
fiscal authorities adopt a broad fiscal
policy that promotes investment,
employment, and economic
development.

[32] consequently, if the level of
the financial development indicators falls
below the anticipated tipping point, there
is a drag on the country's economic
growth. According to the study, the
financial development threshold points
should be used as the lowest thresholds
possible in order to have a positive impact
on the economic growth of the country.
Increasing financial access, streamlining
financial transactions, and enhancing the
effectiveness and control of the financial
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markets are more recommendations for
propelling financial growth swiftly.
Consequently, when [33] applied their
models to two other countries during the
study period, they found that while the
long-run  equilibrium  relationships
between economic growth and socio-
economic inequalities in some countries
vary from one country to the next, they
were generally insignificant.

According to [34], the
socioeconomic variables that had the
most long-term impact on infrastructure
development were unemployment and
GDP per capita. The results of the study
indicate that Nigerian infrastructure
development may promote growth and
all of the benefits and indices that come
with it. The report recommended
improved public capital expenditure
budgetary provision on social and
economic infrastructure in order for the
building and construction economy sector
to contribute to Nigeria's economic
growth and development. According to
[35] empirical research, shifts in the
financial sector's expansion as well as
patterns of energy usage are important
long-term drivers of economic growth in
the FATF countries. [36]. The analysis
uses the yearly SA commercial real estate
returns from the Investment Property
Databank (IPD), which includes total
returns, rental growth, and capital growth
during the last 20 years, from 1995 to 2014.
The measures of macroeconomic the most
significant and prominent factors that
explain total returns across all property
types and provinces in South Africa are
GDP, unemployment rates, and interest
rates.

As stated by [37], "the results
demonstrate that significant factors
influencing economic growth in Southern
African economies during the study
period included real growth in services,
real growth in manufacturing, real
growth in agriculture, real growth in
mining, real growth in trade openness,
real growth in foreign direct investment,
and real growth in human capital. As a

result, countries in Southern Africa
endowed with natural resources should
encourage their own development
instead of worrying about the potential
"resource curse." [38] The result also
shows that trade openness has a very
positive effect on how well industrial
capacity is used. The study concludes that
Nigeria's manufacturing performance is
influenced by both domestic innovation
shocks and trade policy shocks. To
enhance manufacturing performance, the
paper recommends enacting trade,
economic, and industrial development
policies that support a gradual, long-term
improvement in the use of manufacturing
capacity.

The results of the study by [39]
suggest that there may be a correlation
between financial development and
economic growth in the short and long
terms. The BRICS countries should focus
on the elements that are most appropriate
to encourage economic growth inside
their respective economies, given that
financial figures and resources may differ
from one economy to the next. [40] Only
20-30% of Africans, according to the
report, are now on board the rising ship.
If Africa is rising, the main issue
confronting the continent at the moment
is including the majority of Africans who
have been left out of growth. Scholars
researching  development  studies,
political economy, and development
economics will find it intriguing, and it is
mandatory reading for scholars and
students studying African studies.
According to [41] research, financial
liberalization policies have a positive and
significant effect on economic growth
over the long run. Therefore, the report
recommends that suitable financial
liberalization policies be implemented in
order to support economic growth in
Nigeria. [42] note that there has been
much debate about whether a nation's
foreign reserves should rise or fall,
especially for emerging countries like
Nigeria. There are others who contest the
assertion that a nation's foreign reserve
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determines its position in the global
market. Given this, the interaction's
impacts on several macroeconomic
parameters, such as GDP, were examined
in this study. According to [43],
predicting economic growth using a
range of economic indicators is the main
objective of this research project. In this
study, the prediction performances of an
upgraded multi-layer perceptron (MLP)
model are evaluated and compared with
those of the current model.
Interest Rate

[44] revealed that through the
addition of financial development factors,
this this study examines the structural
relationship between the liberalization of
interest rates and development in Sub-
Saharan African countries between 1980
and 2012. This study makes use of the
institutional ~theory of growth in
conjunction with the McKinnon-Shaw
framework. The results show that other
factors, such as price stability and trade
openness, are significantly more crucial
for interest rate liberalization and
economic growth in sub-Saharan African
countries. Moreover, the extent and
caliber of financial development
contributed to the decline in interest rates,
which therefore enabled investment and,
eventually, expansion.

[45] used the World Bank Annual
Data from 1981 to 2013 for their analysis,
using regression, the Granger Casualty
Test, and the Unit Root Test. This research
will encompass the whole economic
output, even if the previous study solely
focused on a particular agricultural
sector. A nation's investment activity and,
consequently, economic growth are
largely determined by the movement of
interest rates [46]. Investment is
determined by the interest rate on funds
obtained from the capital market.
Contrary to earlier research, [27] find no
meaningful relationship between interest
rates and economic production. It was
demonstrated that financing costs and
GDP in Nigeria were significantly
correlated. Additionally, it was shown

that there was a strong correlation
between  Nigeria's total national
production and the currency exchange
rate [47]. It is recommended that the
Central Bank of Nigeria (CBN) create an
interest rate regulation framework that
would continuously encourage and
promote a saving culture in the real sector
in light of these findings. Raising the
interest rate on savings from both local
and foreign investors is one way to
achieve this. Furthermore, since it
promotes financial development by
decreasing lending rates and raising
savings rates, aggregate economic
production should be seen as the
antithesis of government  policy
pushback. Interest rates and economic
development in Nigeria are negatively
correlated, according to the findings of
the VAR-based impulse response
function and the variance decomposition
calculations that go along with it [48].
Moreover, the Granger causality test
demonstrates that interest rates and
economic growth have a bidirectional
causal relationship. Therefore, in addition
to considering other variables that
obstruct the growth of investment,
monetary authorities should design and
execute interest rate policies that promote
investment. Monetary authorities and
policymakers should adopt growth-
oriented policies that may propel the
economy to higher productivity and
sustained economic growth in order to
attain the necessary level of growth in
Nigeria. Financial liberalization has a
strong causal impact on lending interest
rates and is a substantial predictor of
lending interest rate behavior, according
to a study based on data from 1987 to 2018
[49].

This finding led to the
recommendation that the government
keep creating economic policies that will
structurally enable complete deregulation
of the financial industry, especially the
foreign exchange market, which is still
vulnerable to sporadic regulatory actions.
[50] employed the structural VAR (SVAR)
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model to examine data spanning from
1981 to 2015. Their results indicate that
economic output, including natural gas
consumption, is highly susceptible to
shocks resulting from changes in the
money supply, both in the short and long
term. Nonetheless, a larger share of the
economic shocks have been caused by the
money supply. According to [51], the
money supply and interest rate results
demonstrate that, at 5%, the interest rate
coefficient is negative and substantial,
while the money supply coefficient is
positive but not significant. The findings
of [52] show that although globalization
fosters economic growth, rising interest
rates and inflationary pressures have the
potential to counteract this benefit. The
revised numbers also show how
economic globalization may be used to
increase investment, lower corruption,
and eventually maintain economic
development in South Asian nations,
which are still in the nascent stages.
Analysis by [53] indicates that
"real interest rates showed a strong
negative long-term correlation but a
weakly positive short-term association
with economic growth." M2 was shown to
have a negative link with the money
supply, but M3 showed a positive
association over short and long durations.
M1 and South Africa's economic growth
have a long-term positive correlation but
a short-term negative one. The paper
suggests that the SARB implement
contractionary monetary policies in the
long run and expansionary monetary
policies in the medium term, respectively,
to boost economic growth in South Africa.
[54] the empirical results show that
decreasing corruption gradually increases
domestic savings. Significant long-term
determinants of domestic savings in
Nigeria include income level, deposit
interest rate, inflation rate,
unemployment rate, and oil price. After
determining  the  major elements
influencing Nigeria's GDP development.
According to [55], the interest rate
(INTR), exchange rate (EXGR), inflation

rate  (INFR), market capitalization
(MKCP), and all share index were the
macroeconomic variables taken into
account. The study looked at how
macroeconomic factors affected Nigerian
Real Estate Investment Trusts' (N-REITs')
dividend return performance (ASI). The
annual financial reports of the Nigerian
REITs for the research period (2008-2017)
and secondary data obtained from
various governmental entities serve as the
foundation for the quantitative analysis.
A bound test and autoregressive-
distributed lag (ARDL) were employed to
examine the data. According to [56] study,
a government may decide to implement a
standard economic strategy, a negative
interest rate policy (NIRP), or an ultra-low
interest rate policy (ULIRP). The current
study attempts to investigate the
dynamics between many important
macroeconomic variables (interest rates,
GDP, exchange rate, inflation, and foreign
direct investment) in the local Indian
context, with specific reference to the
ultra-low and negative interest rates seen
in the economies of the United States and
the United Kingdom. The unfavorable
link between Indian foreign direct
investment and US interest rates was one
significant finding. Thus, the top five
African nations will be the focus of this
study. [27] The research shows that GDP
growth rate and inflation rate
significantly affect ROA, but interest rate
and exchange rate have no appreciable
effect. This research will attest to whether
some goods have a noteworthy effect on
GDP.
Exchange Rate

The GMM estimate indicates that
throughout the study period, real
exchange rate misalignment has had a
significant and adverse impact on
economic growth. In order to mitigate the
issue of exchange rate misalignment and
sustain sustained economic growth, the
paper recommends an appropriate
exchange rate [57]. Exchange rate policy,
productivity, and interest  rate
differentials are significant predictors of
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real exchange rate volatility, according to
the results of the Behavioral Equilibrium
Exchange Rate (BEER) model [3]. Using
purchasing power parity (PPP) and the
generalized method of moment (GMM)
approaches, the improved growth model
was computed using annual data from
1960 to 2011 in Nigeria (Ibraheem, 2016).
It was found that it would take four years
for the exchange rate to stabilize. The PPP
technique states that, as compared to the
fixed exchange rate regime, the actual
exchange rate misalignment over time is
significantly less during the flexible
exchange rate regime era. The goal of this
research is to ascertain the degree of
correlation between the real exchange rate
and economic growth by utilizing the
variables that have been identified as
constituting the equilibrium exchange
rate. Determining how exchange rate
variations affected Nigeria's economic
progress between 2004 and 2014 was the
primary objective. Similarly, a declining
exchange rate positively affects GDP by
increasing previous GDP, FER, and FDL
This period of steady expansion in
Nigeria's economy was made possible by
persistent rises in these factors. It follows
that anybody with a common interest,
including investors and officials, should
acknowledge that currency depreciation
benefited Nigeria.

[45] used a multivariate co-
integration technique and found no
significant correlation between Nigeria's
economic production and currency rates.
[27] corroborated earlier results and
demonstrated that the exchange rate has
no discernible impact. [50] provided
evidence to support the claim that
exchange rate shocks have no appreciable
impact on economic production over the
long term. Using structural equation
modeling (SEM), [58] found that the
Egyptian economy affects the exchange
rate and skews the accuracy of the
nation's statistics and official records. But
when [30] used the autoregressive-
distributed lag, their results showed that,
while exchange rates are not statistically

significant, their coefficients indicate a
negative relationship ~ with  the
manufacturing sector. The autoregressive
distributed lag (ARDL) model and yearly
panel data from 2010 to 2020 are used by
[59] to analyze the South African
economy. The study's conclusions show
that economic growth and exchange rates
have a beneficial long-term impact. None
of the independent factors had a
statistically ~ significant impact on
performance fluctuations in the near
term. In order to improve company
performance, policymakers and
institutional governing bodies were
advised to create and put into practice
strategies that support and strengthen the
nation's economic growth and stable
exchange rate. et al. [60] We find that the
most accurate form of the Phillips curve
model to improve inflation predictions in
Nigeria is the enlarged one that includes
the currency rate pass-through. We
conclude that, given the consistency of
our results across a number of models, a
deeper comprehension of the exchange
rate channel by which shocks to the price
of oil enter the economy is necessary to
increase the accuracy of inflation
estimates.

[61] state that "the asymmetric
effect’s results demonstrate that exchange
rate depreciation has a notable positive
influence on the financial market over the
short- and long-terms, at roughly 0.06 and
0.04%, respectively, for both sectors,
while having a negligible negative impact
on the capital market." On the other hand,
the capital market benefits from currency
appreciation in the short and long terms
(1.23 and 0.66%, respectively), whereas
the banking industry suffers from
negative short and long-term impacts
(0.09 and 0.02%, respectively). The report
recommends effective public policy
management since currency depreciation
and exchange rate volatility are bad signs
for the capital market. This suggests
public control over key macroeconomic
variables by pressuring the central bank
to maintain interest rates that encourage
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raising private investors' productive
capacity. Supporting such a program
might also come from granting
inexpensive access to investment capital.

The results of [62] investigation
show a negative relationship between FPI
inflows, real exchange rates, capital
openness, and inflation rates. However,
as seen by the positive correlation
between the independent and dependent
variables, institutional quality, real
economic growth rate, and stock market
development pull FPI inward due to their
respective lags. Appropriate
Applications: Based on these findings, we
draw the conclusion that governments in
host countries that have put in place fiscal
and monetary policies can ensure
macroeconomic stability and a closely
monitored exchange rate by promoting
exports and inhibiting imports in order to
attract foreign direct investment (FDI).
[63] These reform efforts resulted in the
deregulation of interest and exchange
rates as well as a reduction in government
expenditure to  combat inflation.
Numerous FDI-attracting policies were
put into place, and a large amount of
money was spent on infrastructure. In
light of the variety of these indicators, this
study attempts to pinpoint the main
growth drivers during the years 1985-
2007 and assesses their relative
significance in influencing economic
growth.

Foreign Direct Investment Inflow

[64] found that Morocco's
economy seems to be the most favorable
when looking at individual metrics. When
compared to the economy of Egypt, the
angle's horizontal axis at the current
account deficit to GDP ratio reveals a
sizable deficit of almost 4% on both sides.
[45] found that important factors
influencing Nigeria's economic output
include the trade balance, particularly in
relation to food import value.

According to [57], using the VAR
technique to analyze the data, one may
conclude that RER variation was
significantly controlled in terms of real

GDP and foreign direct investment, given
the existing situation of the Nigerian
economy during this time period. [65]
utilized ordinary least squares to analyze
22-year time series data from 1994 to 2015
and came to the empirical conclusion that
patterns in foreign direct investment
inflow may be used to forecast a country's
economic development. The study
ignored regional comparisons in favor of
focusing only on comparisons between
emerging and developing nations.
According to [66], total imports have a
significant role in both the short- and
long-term  explanation of Algeria's
economic growth. These results indicate
that, given that total imports raise GDP by
3.7%, economic diversification is
necessary to maintain the nation's
economic growth.

According to [67], variations in
oil prices have contributed to shifts in
economic growth metrics. Granger
causality test results also show that oil
prices affect Algerian exports. The IMF
(2012) found that it will be especially
important to create an environment that is
conducive to foreign direct investment.
Algeria missed out on the opportunity of
the mid-2000s, when significant FDI flows
were directed toward other countries in
the region, and its FDI inflows are
insignificant by global standards (about
1% of GDP). Moreover, foreign direct
investment (FDI) is mostly directed
towards the oil sector, with minimal
advantages to knowledge and private
sector expansion. Algeria's 2009 move to
mandate 51 percent national ownership in
all FDI projects has hurt the country's
appeal. In the short run, opening the FDI
regime would encourage faster capital
accumulation and, through a network of
local suppliers, may also encourage
knowledge diffusion within the economy.

In addition to [68], the suggested
empirical model adds electricity
consumption and  foreign  direct
investment (FDI) as new explanatory
variables, therefore addressing the dearth
of prior research on the EKC for the case
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of Algeria. Therefore, in order to
understand the influence of foreign direct
investment on economic growth, this
study will look at it.

The results of [69] show that
inbound foreign direct investment has a
major impact and can greatly accelerate
economic growth. These results imply
that the degree of governance in emerging
countries has little impact on economic
growth and foreign direct investment.
These results imply that the degree of
governance in emerging countries has
little impact on economic growth and
foreign direct investment. We shall
reiterate in this study that foreign direct
investment (FDI) has an influence on
economic growth in some African
nations. According to [70], empirical
research indicates that the "attractiveness”
of  transportation and  logistics
infrastructure  for  foreign  direct
investment (FDI) and long-term economic
growth is enhanced by it. Policymakers in
developing countries would find these
findings especially interesting as they
could help them design and develop
modern logistics and transportation
systems, as well as related technological
elements that could be used for
sustainable economic development and
attract foreign direct investment.

According to [69], policymakers
in both wealthy and poor countries
should take particular note of these
empirical findings. They show how
important transportation and ICT
infrastructure are to the economic growth
of host nations by making a substantial
contribution to increasing FDI
attractiveness. Moreover, the results
corroborate the hypothesis that ICTs and
transportation might assist nations in
opening up their economies and engaging
more actively in international commerce.

[71] state that we conclude that
foreign direct investment (FDI) has had a
favorable effect on the listed deposit
banks' development and financial
outcomes, leading some of the institutions
to transform from tiny local banks in

Nigeria into some of the continent's
leading global banks. According to [72],
there is a significant positive effect on
Nigeria's GDP from the interplay between
EXRV and FDI as well as EXRV and
remittances. This results in a positive
outcome, offsetting the significant
negative impact of EXRV and the little
negative impact of remittances. The
relationship between EXRV and FPI still
significantly lowers Nigeria's GDP. It is
vital to investigate this interaction's
threshold in order to improve Nigeria's
economy going forward.

[73] The study's findings
demonstrated that, both in the short and
long run, political risk and economic
development affect the amount of foreign
direct investment. It was shown that FDI
flow was more influenced by the political
risk rating than by GDP. As political risk
declines, FDI inflows rise, creating a
highly rated index. Empirical data
utilizing the Granger causality technique
revealed a bi-directional causal link
between FDI and economic development,
despite the fact that it was shown that
political risk causes changes in FDI. Put
another way, political risk and GDP have
independent effects on changes in FDL
The study's results include that in order to
increase foreign investment and promote
the country's economic growth and well-
being, the South African government has
to rapidly reduce political risk.

Inflation

According to [30], they employed
time series data spanning from 1986 to
2019 and found that the inflation rate
coefficient of these variables indicated a
negative correlation, with statistical
significance, in the manufacturing sector.
The manufacturing industry was the sole
focus of the investigation. That being said,
the whole economic output will be
examined in this study. In their analysis of
the South African economy, According to
[59] analysis of the South African
economy, there was no discernible
influence of inflation or economic growth
on a company's performance changes in
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the near term. There isn't much research
South African
economy. A two-threshold point model
with appropriate inflation threshold
values of 11.2 and 12.0 percent is
proposed by [74]. Based on these results,
it is estimated that inflation will start to

on inflation in the

negatively impact growth in Nigeria at a
threshold of 10.5 to 12% [75]. The results
show that 4% is the threshold for inflation
in South Africa. Inflation and growth
have a positive but negligible association
atinflation levels below and up to 4%. The
relationship becomes significant and
negative when inflation rises beyond 4%.
The robustness tests validate these
findings [76]. It has also been
demonstrated that inflation significantly
affects total national production in
Nigeria [47].

According to [64] usage of a
magical polygon for the years 2007-2012,
Morocco's economy seems to be the most

advantageous when looking at individual
metrics. The vertical axis of the angle is
split into GDP growth and inflation in
relation to the
According to earlier research, there is no
discernible impact of Nigeria's economy
on the country's inflation rate [27].
According to [66], the nation's
development cannot be
without economic

Egyptian economy.

economic
sustained
diversification. The inflation rate causes
Algeria's economic growth to increase by
0.5 percent. Using time series data for
Algeria during the longer period of 1990-
2016, Manel and Driouche (2019) found
that changes in economic growth
indicators were a result of variations in oil
prices. It is also established by the
Granger causality test that oil prices affect
inflation. [58] show that Egypt's economy
affects inflation and skews the accuracy of
the nation's statistical data and official

records.

Table 1. Sample of studies that related to the macro-economic growth GDP

Author
and Research objectives Methodology Significant findings Comments
year
[30] RGDP, inflation rate | using the | On inflation rate and | The debate on the
and exchange rates autoregressive exchange rates, the | role of the
interest rate and | distributed lag to | results of the | manufacturing
money supply analyze data source | coefficient of these | sector in advancing
from 1986 to 2019 | variables suggest that | economic growth is
within the context of | they are negatively | inexhaustible;
two macroeconomic | related in the | hence, the study
theories: The Solow | manufacturing sector, | suggests that
growth and the | with statistically | further studies
endogenous growth | significant should look at other
theories coefficients. The result | macroeconomic
of interest rate and | variables not
money supply shows | discussed here,
that the interest rate | employs other
coefficient is negative | methodologies, and
and significant at 5% | extends the study to
while that of the | other economies.
money  supply is
positive ~ but  not
significant
[59] Economic growth, | The Autoregressive | The study's findings | Based on the
inflation rate, | Distributed Lag | indicated that | findings,
exchange rate and | (ARDL) model was | economic growth, | policymakers and
share price on asset | used to examine the | exchange rate, and | economic
returns short and long run | share price have a | authorities were
effects of | positive effect on asset | advised to introduce
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macroeconomic returns, while | and implement
variables ~on  a | economic growth and | strategies that
company's share price assist a | favour and
performance. company's equity | strengthen the

return in the long run. | country's economic
In the short run, none | growth and stable
of the independent | exchange rate in
variables had a | order to  boost
satisfactorily performance of the
significant effect to | business.

impact a company's

performance

variations.

[77] Public sector | The autoregressive | Empirical  evidence | These findings
expenditure, public | distributed lag | suggests that fiscal | imply that if more
consumption model policy  instruments | resources are
spending, and (public sector | diverted from
taxation spending, public | government

consumption consumption to

spending, and | investment

taxation) have a | spending, South

positive relationship | Africa's economy

with economic growth | will likely perform
better.

[58] Inflation rate, | The MIMIC model is | The shadow economy
currency exchange | a structural equation | distorts the precision
rate, GDP Growth | modelling (SEM), | of the country's
Rate, being a confirmatory | government records
Unemployment rate | method and statistical data,

and it has an impact
on the state's
monetary and fiscal
policies..

[66] total imports, broad | Autoregressive The results reveal that | From a  policy
money, GDP, | distributed lag co | the consumer price | standpoint, there is
economic  growth, | integration index, total imports, | an urgent need to
inflation and broad money are | diversify the

important in
explaining  Algerian
economic growth in
the short and long run.
These
suggest that economic

findings

diversification is
required to sustain the
country's
growth. Broad money
appears to
contributed

significantly to a 0.3

economic

have

percent increase in
economic growth.
Algeria's  economic

growth is increased by
0.5 percent as a result
of the inflation rate,
while total imports

economy in order to
achieve higher GDP
levels. To address
growing
stability

financial
risks,
financial sector
policies should be
strengthened
further. Monetary
policy must adapt to
a changing liquidity
environment while
avoiding
inflationary
pressures.
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increase GDP by 3.7
%.

[27] Interest rate, | Ex post facto research | The study finds no | Few studies have
inflation rate, | design The | significant effect for | addressed the
exchange rate and | population interest rate and | interplay of
the gross domestic | comprised all quoted | exchange rate, but a | macroeconomic
product (GDP) | manufacturing firms | significant effect for | factors and firm
growth rate, while | on the Nigerian | inflationrate and GDP | characteristics  in
the firm | Stock Exchange. growth rate on ROA. | determining the
characteristics were Second, the firm | profitability of
size, leverage and characteristics showed | manufacturing
liquidity. The that firm size, leverage | firms in the country
dependent variable and liquidity were | and developing
financial significant. countries in general.
performance is
measured as return
on assets (ROA).

[65] GDP growth (annual | A test of stationary | The study therefore | The next research
%), Agriculture, | was done using the | concluded with | focus then needs to
value added, Foreign | Augmented Dickey | empirical evidences | be centered on an
Direct Investment | Fuller (ADF) that trends in macro- | economic and
net inflows, economic variables | financial system
Inflation consumer can be used to predict | that recognizes
prices Industry the economic growth | people, cultural and
Value Added, of the countries behavioural pattern
Manufacturing, of Nigerians,
Value Added, Trade, Africans and indeed
Unemployment peoples  of  the

southern
economies. The
research only
concentrated on
comparison
between emerging
and developing
countries but fail to
look at regional
comparison

[50] | Money supply, | The paper employs | The results revealed | For further research
inflation, exchange | Structural Vector | that both in the short | on this topic, we
rate and real GDP Autoregressive run and long run, | would recommend
Natural gas | (SVAR) model with | natural gas | that the study be
consumption sign restrictions to | consumption extended by

examine the | responds significantly | utilizing

transmission of | to the shocks | disaggregated data
shocks from | emanating from | so that natural gas
macroeconomic money supply and | consumption can be
variables, namely | real GDP while its | utilized in the
money supply, | response to inflation | electricity = plants,
inflation, exchange | shock is significant | industrial sector,
rate and real GDP | only in the short run | and for domestic
onto natural gas | but exchange rate | use. Other variables
consumption in | shock is not | such as crude oil,
Nigeria so as to | significant. However, | industrial output,
know how natural | money supply has | labour force, capital
gas consumption | contributed  greater | stock and
responds to shocks | proportion of the | employment rate,
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from
macroeconomic
variables

shocks followed by
the real GDP, inflation
and exchange rate in
the ordering of the
variance
decomposition

can be incorporated
in further research.
Although this topic
has been
approached using
structural VAR with
sign restrictions, it is
expedient that a
panel data study be
carried out so as to
take into account the
global dynamics of
the relationship as
this paper has
focused only on
Nigeria. Moreover,
the period can be
extended in order to
capture the recent
dynamics in the
relationship.

[47]

Interest Rate proxy

by Minimum
Rediscount Risk
(MRR) EXR=

Exchange Rate
Inflation Rate proxy
by consumer price
index M2 = Money
Supply IPI =
Industrial
Production  Index
LNRGDP = Log of
Real Gross Domestic
Product

The APT model was
employed which
assumes that stock
returns can  be
explained by
multiple risk factors

There is no causality
running from INT to
ASI or INF to ASI. It is

possible to deduce
from the preceding
that these
macroeconomic

variables are critical
for stock market
performance in
Nigeria. The

regression result also
reveals that the sign of
all variables conforms
to economic theory,
but only INT and
RGDP contribute
significantly to
Nigerian stock market
performance.

Moreover, the Stock
Market

Performance could
be proxies by other
parameters such as
Share DPrices and
Share Dividend
Payoff. These could
be considered in
further
work on this area.

research

2.4 Theories
Economic Theories

a.

1.

Classical Theory

Classical economists believe
that the equilibrium interest rate is
determined by demand and supply.
They consider interest rates to be the
cost of credit. While savings increase
supply,
demand.
negative effect on investment. The
investment demand curve always has

investment increases

Interest rates have a

a downward slope in this case.

According to [30], an increase in
interest rates causes savings to rise
while decreasing investment. Interest
rates have an impact on other
macroeconomic variables.

Analysis of the economic
development  process
fundamental component of the work
of the English classical economists,
most notably Adam Smith, Thomas
Malthus, and David Ricardo [79].
Regardless of the theories of those
before them, they must be considered

was a
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the primary forerunners of current
growth theory. The concepts of this
school achieved their pinnacle of
development in Ricardo's writings.
Given the perceived importance of
the rate of profit in a capitalist
economy, accounting for changes in
the rate of profit connected with the
process of capital accumulation and
economic development becomes a
critical challenge in classical political
economics. Such motions are a critical
reference point for comprehending
long-term development.

The market rate of interest is
the current or money rate in the
market at any particular time. In
contrast to the real rate, which is not
immediately observable, the market
rate is what we see in the markets.
This is because the market rate
represents the amount of loans
measured in money units rather than
products. The market rate of interest
is the current or money rate in the
market at any particular time. In
contrast to the real rate, which is not
immediately observable, the market
rate is what we see in the markets.
This is because the market rate
represents the amount of loans
measured in money units rather than
products.

Keynesian Theory

Keynes held a different
viewpoint on how interest rates
function in an economy [80]. Instead
of viewing interest rates as the cost of
credit, he saw them as a payment for
the use of money. He also disagreed
with the traditional view of saving
(supply) and investment (demand) as
independent factors that interact to
determine interest rates. Saving,
according to him, is determined by
the level of income, whereas income
(output) is determined by investment.
Although  interest rates  are
determined by supply and demand
for money in the Keynesian analysis,
supply is said to be exogenous,

whereas demand is said to be
endogenously determined in the
market place. However, there is a
caveat to the nature of demand that
determines interest.

The General Theory of
Employment, Interest, and Money
assumed that the interest rate is the
price that puts the desire to retain
wealth in cash into equilibrium with
the availability of cash resources, as
well as the incentive for parting with
liquidity at the same time [81]. The
study identified liquidity preference
as a major component of the theory of
money demand, but money supply is
a discretionary factor, i.e. dependent
on monetary authorities' policy.

It has been demonstrated that
such a method has at least three
errors: discrepancy in defining
interest rates, a vicious loop in
reasoning, and a divergence from the
economics of value for functional
adequacy

b. Econometric Approach

The research variables are GDP,
INT, FDI, IFL, and EXR, which stand for
GDP, Foreign Direct Investment,
Inflation, Interest Rate, and Exchange
Rate, respectively. An ARDL regression
model is mathematically represented as
GDP =30 + B1FDI +.....+ BINTt + alFLt-1 +
alEXRt-2+ ...+ e (1) Where: et
is a random "disturbance" term. P0 =
function intercept 1, a0, al, a2, a3 are
parameter estimations Before presenting
empirical results from the ARDL model,
this study intends to undertake the
following econometric processes required
for data stationary testing. The
investigation will first employ the
Augmented Dickey-Fuller and Philips-
Perron tests, after which the F-test for the
ARDL Model will be determined.

3. CONCLUSION

The study examines the

macroeconomic variables that affect certain
African economies. The primary objective of
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the research is to assess the macroeconomic
factors that might impact the GDP growth of
the chosen nations. We used a methodical
methodology to gather the sample literature
for the inquiry in order to provide answers to
these issues. It has been proposed that a
thorough examination of the topic under
study, highlighting the fundamental
problems that have surfaced and their
theoretical and practical ramifications, may be
accomplished through the use of systematic
review.  Socioeconomic  factors, trade
openness, real estate investment, reduction of
corruption, financial liberalization policies,
logistical infrastructure technology, ICT, risk
rating, and market capitalization are only a
few of the variables that this study will not be
able to employ due to time limits. Since the
data will only be gathered once, the study
uses cross-sectional data; however, future
studies should adopt a longitudinal design.
Previous studies that were thought to be
pertinent to this one were examined. Among
the subjects addressed are GDP, foreign direct
investment, interest rates, currency rates, and
macroeconomic  indicators. There was
discussion of the hypotheses that were
thought suitable for this investigation. Based
on frequency, secondary data is seen as
having more reliability than primary data. A
quantitative technique will also be used in this
study. Most of the research concluded that
GDP is influenced by macroeconomic factors.
The macroeconomic variables that will be
considered in this study are the interest rate,
inflation rate, currency rate, and foreign direct
investment, despite the fact that each of the
analyzed works has a distinct point of view.
One of the metrics (performance indicators)
used to gauge economic growth is GDP.

The Limitations of the Study

The current study primarily focuses
on a literature review methodology due to
limitations in resources and time. It is
suggested that future research should
consider adopting a cross-sectional time series
data approach, as this can provide valuable
insights into trends and changes over time.
Additionally, it is recommended that
researchers take a longitudinal approach to
gain a deeper understanding of the subject
matter. Since the present study does not
involve the collection of primary data, future
studies should explore qualitative or
triangulation techniques, such as structured
questionnaires and interviews, to gather
firsthand information and perspectives. This
will enhance the richness of the research and
provide a more comprehensive view of the
subject. Furthermore, to improve the
robustness of the research, it's advisable to
incorporate a broader range of variables. In
addition to  macro-economic factors,
socioeconomic conditions should also be
considered. Combining these variables can
provide a more holistic and accurate
measurement  of  economic  growth,
contributing to a more thorough and
meaningful analysis. There was discussion of
the hypotheses that were thought suitable for
this investigation. Based on frequency,
secondary data is seen as having more
reliability than primary data. A quantitative
technique will also be used in this study. Most
of the research concluded that GDP is
influenced by macroeconomic factors. The
macroeconomic variables that will be
considered in this study are the interest rate,
inflation rate, currency rate, and foreign direct
investment, despite the fact that each of the
analyzed works has a distinct point of view.
One of the metrics (performance indicators)
used to gauge economic growth is GDP.
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