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Abstract

This study aimed to identify the impact of foreign direct investment risks on
the performance of international commercial banks in the Republic of Burkina
Faso. To achieve this goal, the researcher used the data and information from

the monetary union of the United West Africa Central Bank and the related
theoretical frameworks in terms of foreign direct investment risks, concerned

economic risks (inflation), financial risks (government external debt/ Gross
Domestic Product,) and exchange rates’ risks ( fluctuations in the Chefa
Franc against the American dollar, and its effects on the performance of
international commercial banks, concerned bank liquidities (cash & reserves \
customer deposits and cash & reserves \ total assets ), and banks’
profitability (Return On Equities and Return On Assets).
The researcher used the multiple and stepwise regression to analyze the
variables of the study concerned with foreign direct investment risks.

The results reached through the study showed that there was a significant
statistical impact of foreign direct investment risks, such as economic risks
(inflation), financial risks (government external debt / Gross
Domestic Product), and exchange rates’ risks ( fluctuations in the Chefa franc
against the American dollar) on international commercial bank liquidities. It is
thought that the reasons may be caused by the limited liquidity in the
domestic bank market, compared with the expansion of banking activities,
caused by other international commercial banks entering the market.

The results of the study have also shown that there was a significant impact of

foreign direct investment risks on (cash & reserves on total assets)
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, indicating that investments of these banks are exposed to both economic
and exchange rate risks. It is believed that the bank directors were unable to
identify the special nature (uniqueness) of investment risks in Burkina Faso.

It has also been ascertained that the statistical impact of foreign direct
investment risks on return on equities is significant. This impact focuses on
economic risks (inflation), that are caused by reductions in the real value of
interest rates on bank loans provided to banks customers. Another factor is

the decline in the fixed interest rates on Government bonds issued to the
West African Monetary and Economic Group.

It has been noted that the exchange rate risks were not influenced as a result
of the focus of international commercial banks to provide banking services on
the local level. There was no financial risk impact on the ROE due to the
limited taxes imposed on the profits of international banks in Burkina Faso.
The results of the study show a significant statistical impact on the returns of
total assets which focused both on the economic and exchange rate risks.
In light of the foregoing results mentioned in the study, it is the researcher’s
opinion that the following recommendations be taken into consideration:

1- The need for the Burkina Faso government to urge the international
commercial banks to provide the necessary funding for projects that will
contribute to the Gross Domestic Product, and open the door for companies
that produce basic consumption commodities, which, in turn, could create a
barrier to imported inflation. Focus should also be concentrated on
government external funding for long-term loans.

2- The Burkina Faso government should be encouraged to apply efficient
external debt management that would lead to economic and financial stability,
and hence convince the international commercial banks to finance industrial
companies.

3- The need for the international commercial banks to appoint efficient
economists, financial analysts and other high-caliber personnel to control the
economic and financial environmental conditions, and predict global (world)

situations, that are related to goods and service costs
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. Itis also of great importance that the government is aware of matters and
methods pertaining to government balance of payment, in order to avoid a
negative external debt impact. There is also a need to determine the quantity,
and payback period of bank loans provided to customers, and participate in
the funding of government projects.

4- commercial banks to engage in the operations of hedging against
exchange rate risks by using the derivatives currency method for decreasing
the risks of fluctuations in the domestic currency exchange rate. Emphasis
should be put on the necessity of relying on strategies to diversify its portfolio
investment and funding, to reduce the risk of foreign direct investment risks
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1 1 1 - 5 1 LR
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2008 2007 2006 2005 2004 2003 2002 2001 2000

11.6 2.3 1.5 4.5 0.9 1.5 2.4 4.0 -3.0

Sources: AMAO ET Banques Centrale (2009)
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(12) 63y Jguz
(%) (2008-2000) 854l Jloo ¥ ol g5l ] 2l egSod) o) deus

2008 | 2007 | 2006 2005 2004 2003 2002 | 2001 2000

18,4 199| 20,0 40,9 38,7 38,3 43,1 54,0 53,8

. Sources: UEMOA Rapports semestriels Juin 2008 et Juin (2006).

Karolyn Thunnissen, Sita Malick Sawadogo, Joélline Bénéfi ce( 2009).

Sy Cudiinl Joz¥l okl ol ] dezyldl dssabl e O] I (12) o8 Jsuend) ey
%54,0 Jls> J] Ml Cusedy] 9 (2000) ple § % 53,8 o> duandl] 03 Cuitly (o A ¢ o2 35
%38 Jlg= I NS Cmalyig (2002)ple § %43,1 Jlg> J] dewd] 0l Curzlys (2001) el &
odg .(2008) ple & %18,4Jls> J] Culog i deudl § LSS yaiuly ((2004-2003) ple §
Joudly . gslexdl Gliubl § sl JWLg Aol § golady iy pie I g0 W8 (W PRYRTI]

suBlS)sd Jloz¥l bl g5l 5 o (13) 65

75

www.manaraa.com



(13) o3y Jsizr

(1%) (2008 - 2000 ) 874l sulBlisSysr & Joz¥l bl W 94 o

2008 2007 2006 2005 2004 2003 2002

4.5 4.3 5.5 7.1 4.6 8.0 4.6

Sources: ECOWAS central banks, WAMA calculations
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(%) (2008-2000) 333l gwlBliSys: § So Y1 H¥gu! Uil Lind eliydll B po ymw OLLES

2008 2007 2006 2005 2004 2003 2002 2001 2000

6.6 -0.6 0.1 3.4 -0.5 6.4 2.0 3.3 —_—

Sources: AMAO et Banques Centrales
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Al eVl ek Jblxb (0.05=00) LY ggiwe dis ddlas] UV 93 i1 usgu¥ :HOI
Aol &y ylocdl Bylabl § Measll @lsg 3] SuuoyVlg wil duws e

e L) GVl ekl bl 5T puldl Jlassl ls Julos g (17) 68y Jguad) p2oy=
LSysr & dnabl Goudl § dlolel] ddoud! dyloctl Bslaskt eMasll @lsg ) BuoyVg Wil daus

ouwld

@109 ] 8y ¥g Wil duwd o el iz jlodial bl susbl jlassyl (ald dulod s
oty duslyal) w8 Buelly ddgWl & yloctl Bylabl § edas]

(17) 63y Jsuz

Model Summary

Adjusted  R(Std. Error of the
Model R R Square Square Estimate]

1 .695° 482 438 .04459341

a. Predictors: (Constant), exchangefluct, externaldept, inflation

Sl 0 %48.2 dis bo s AL Guiz Y szl jblie O (17) o3y Jguad! § s 9
P29 %669.5 S| bLiyYl Jele dod Cuzly w89 eMosdl @log o BuoyVlg widl § Lol
.F do8 (18) 3y Jgusdl

& Mosll @lag ] SuoyVlg wil dews o Ll LuaVl sl Jbld F dod gl (oye
oty duly i) U8 Buedly ddgwl oyl Bylatl

(18) ¢3; Joaz
ANOVA’®
Sum of]
Model Squares df| Mean Square F Sig.
Regression 065 3 .022] 10.872 .000°
Residual .070 35 .002
Total 134 38

a. Predictors: (Constant), exchangefluct, externaldept, inflation

b. Dependent Variable: cashondeposit

81

www.manaraa.com



A1 &gzl (F) dod o S 529 (10.872) dguschl F dod O (18) o3y Jgusdl § geiiyg
4o i) Judlig duen il dud il jad N ((0.05 =) AYS Ggiuo Lis Lgime OIS (o9 (2.6)
o2Vl Hledzwdl Jbld (0.05 =01) gstuws wis dilas] AYs 93 3T azs Leslieg L duudl
glos Se duoyVlg wid) e (Bpall jmw sblie AW Hblxbl dsladYl blxdl) sl

9wl &yl Bylasl) (Mo
Wi des Ao (Bpall ymw Hbleg AW olitl DoladYl b)) dols=ll oo JS 5T Olds

P oy (19) 3y Jguadly susidl lusus¥l Julod §pi Mol &5log ] sy Vg

(19)Jyu>
B39 | 8uoyVlg Wil duwd o Bl GuizV) Hlednwdl jblid ikl susabl Hlussyl Julos
gl & ylowt) Bylab) § Sesl

$skusb! Uasdl R? ERESY SIS IR PN IES
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(20)Jgu=

Coefficients®

Unstandardized| Standardized

Coefficients| Coefficients
Model B| Std. Error Beta t Sig.
1 (Constant) 448 .028 16.176 .000]
inflation -.010 .004 -.373 -2.716 .010]
externaldept .002 .001 312 2.458 .019
exchangefluct .015 .004 592 4.158 .000|

a. Dependent Variable: cashondeposit
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e L) GVl ekl bl 3T uldl Jlassl ols Julos g3ls (21) 63 Jgadl poy=

LaSys & @ pabl Gl 3 dbolsll doul] s sloxt] Bylal Slasz sbl Jloz] ] 8o Yy Wil duw

suwld

Jl 8uey¥ly wil) dus o ALb) GuaVl skt jblsd sasibl jlassyl (s Jdod Sl
ol dulyud) w8 duelly ddgudl &yl Gylab) § Oilsgobl Sl

(21) ¢35 Jsuz
Model Summary
Adjusted R|Std. Error of the
Model R R Square Square Estimate]
1 .690° 476 431 03715135

a. Predictors: (Constant), exchangefluct, externaldept, inflation
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Lo § Jolodl ) O pud 1 L) oY) sl jblsw O (21) 08 Jgaad! oo gy 9
G s Clié W8 R* wuswl] Jolsl Ldg %47.6 dius g Oldgzobl Jloz] JI SuoyVly widl
o2V Hleizu¥l bt F ded (22) o8) dodzdl poyms9 . dsdladyl jblibly G pall s bl

(O1392-gbl Jloz] J] 8o, Vlg Wil dews e LI

CIdezobl Soz] J] BuoyVly v duwd o ildl LuzV) iyl ,blxt F dad gl (o)s
oty duly i) U8 Buedly ddgl syl Bylacl

(22) 63 Jsuz

ANOVA®
Sum of]
Model Squares df| Mean Square F Sig.
1 Regression 044 3 015 10.607 .000?
Residual .048 35 .001
Total .092 38

a. Predictors: (Constant), exchangefluct, externaldept, inflation

b. Dependent Variable: cashonassets
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W) ded Ao (B pall ymw ybolieg AW ,bolint) cdssladyl blxbl) Jolg=tl (o JS Beta gLy
Bk oy=s (24) 08 Jguzdly (Coefficient) Julos (g,21 Wlsgzsbl Jloz] J) 8oyl

(24) 63 Jsuzr
Coefficients®

Unstandardized| Standardized

Coefficients| Coefficients
Model B| Std. Error Beta t Sig.
1 (Constant) 364 .023 15.765 .000]
inflation -.013 .003 -.581 -4.202 .000]
externaldept .001 .001 .163 1.275 211
exchangefluct| .013 .003 .623 4.350 .OOOI

a. Dependent Variable: cashonassets
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(25) o3y Jsizr

Model Summary

Adjusted R|Std. Error of the

Model R R Square Square Estimate
1 402* .162 .090 .05724237

a. Predictors: (Constant), exchangefluct, externaldept, inflation

douy § dolod) ) O I L) GuaY) il jblwe §f (25) 63 Jguadl g
BVl yuSl2o olosly LoladYl bkl Lo dSUL Ged o pediud) ey
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(26) ¢) Jsr

ANOVA®
Sum of]
Model Squares df| Mean Square F Sig.
1 Regression .022 3 .007 2.252 099
Residual 115 35 .003
Total 137 38

a. Predictors: (Constant), exchangefluct, externaldept, inflation
b. Dependent Variable: returnonequity
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ol sblie 3T uzgs ¥ s o G gkl Hlussyl slast Jales o5 6T J) Lo 8LV yuzss
ASUL) Bodo ] Sl dews o bl uizY

Bl dewss o (B pall yz yblineg L) ot cdsslaBYl ,blitl) Jels=ll (o JS Beta Glus

Sl 2= (27) 03 Jgasdly (Coefficient) Julos 5,21 &SUL) Gsd> )

(27) 03y Jgu=
Coefficients®

Unstandardized| Standardized

Coefficients| Coefficients
Model B| Std. Error Beta t Sig.
1 (Constant) .079 .036 2.209 .034
inflation -.010 .005 -.358| -2.045 .048
externaldept .001 .001 217 1.340 .189
exchangefluct .002 .004 .098 541 592

a. Dependent Variable: returnonequity
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(28) o3y Jsizr

Model Summary

Std. Error of the
Model R R Square| Adjusted R Square Estimate

1 .704° 496 453 .00276622

a. Predictors: (Constant), exchangefluct, externaldept, inflation
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(30) o3y Jszr

Coefficients®

Unstandardized| Standardized

Coefficients| Coefficients
Model B| Std. Error Beta t Sig.
1 (Constant) .008 .002 4.670 .000)
inflation .000 .000 -.459 -3.389 .002
externaldept .000 .000 527 4.202 .000)
exchangefluct .000 .000 207 1.473 .150|
a. Dependent Variable: returnonassets
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Bank of Africa (1)
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0,42831 | 0,47522 | 0,46028 0,49679 | 0,84117 | 0,50749 0,4315 | 0,66684 | 0,38350
0,10753 | 0,09368 | 0,09876 0,08652 | 0,08136 | 0,07924 | 0,08282 | 0,12910 | 0,06742
0,01283 | 0,01214 | 0,01109 0,00796 | 0,00670 | 0,00730 | 0,00886 | 0,01108 | 0,00685 Sl
Oldgzobl Sz
Banque agricol et commerce du bf(2)
2008 2007 2006 2005 2004 2003 2002 2001 2000
0,44377 0,30914 0,41776 | 0,29929 | 0,31989 | 0,24140 | 0,17290 | 0,14893 | 0,14238
0,30057 0,20314 0,22206 | 0,15067 | 0,17177 | 0,11163 | 0,07576 | 0,06773 | 0,06342
-0,16258 | -0,21447 0,00485 | -0,07761 | 0,20802 | 0,02060 | 0,01101 | -0,05056 | 0,00941
-0,01918 | -0,03378 0,00124 | -0,01038 | 0,00346 | 0,00351 | 0,00214 | -0,01157 | 0,00227
Ecobank du Burkina faso(3)
2008 2007 2006 2005 2004 2003 2002 2001 2000
0,54080 0,96833 0,55340 0,59796 | 0,62649 | 0,82108 | 0,67120 1,2750 | 0,885
88
0,39726 0,66935 0,33492 0,44462 | 0,51569 | 0,66954 | 0,56442 | 0,58410 | 0,645
16
0,14610 0,16416 0,13194 0,21283 | 0,22730 | 0,22787 | 0,26674 | 0,16164 | 0,152
49
0,01592 0,01961 0,02539 0,031385 | 0,03215 | 0,02867 | 0,03042 | 0,01808 | 0,013
38
Bciab du Burkina faso(4)
2008 2007 2006 2005 2004 2003 2002 2001 2000
0,52362 0,53079 0,41191 | 0,37839 | 0,41348 | 0,58016 | 0,56030 | 0,38328 | 0,28963
0,42966 0,43659 0,33931 | 0,30221 | 0,33750 | 0,48979 | 0,48527 | 0,32977 | 0,23336
0,17938 0,10528 0,14880 | o0,17671 | 0,19709 | 0,18770 | 0,18220 | 0,16168 | 0,22433
0,02342 0,01404 0,02199 | 0,02658 0,2838 0,2609 | 0,02322 | 0,02081 | 0,02923
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2008 2007 2006 2005 2004 2003 2002 2001 2000
0,27308 0,30978 | 0,31008 | 0,19960 | 0,27777 | 0,57865 | 0,55832 | 1,21050 | 1,30535
0,08980 0,24601 0,26032 0,14636 | 0,20859 | 0,45489 | 0,44293 | 0,76131 | 0,84618

-0,26794 | -0,05994 | -0,29466 | -0,00667 | 0,02283 | 0,03937 | 0,12226 | 0,06047 | 0,06099
-0,01597 | -0,01191 | -0,05033 | -0,00133 | 0,00443 | 0,00604 | 0,02213 | 0,00728 | 0,00867

Bnque commercial du Burkina(5)

2008 2007 2006 2005 2004 2003 2002 2001 2000
0,57892 0,36752 0,46874 0,53478 0,48110 | 0,66787 | 0,49422 | 0,35216 | 0,34505
0,39067 | 0,29244 | 0,37316 | 0,37775 | 0,36105| 0,53559 | 0,39453 | 0,27833 | 0,26793

0,025009 0,10131 0,18091 0,12534 | 0,09947 | 0,10135 | 0,11302 | 0,00704 | 0,13128
0,01793 0,00895 0,01400 0,01400 0,01048 | 0,01085 | 0,01475 | 0,00941 | 0,01706
Societe general banque au Burkina(6)
Wl &yl Bylab) el de gase (7)

2008 2007 2006 2005 2004 2003 2002 2001
0,49408 0,53356 0,45309 0,44479 0,52664 0,60844 0,52879 0,58094
0,33067 0,41099 0,33567 0,32505 0,40485 0,46871 0,41124 0,40172
0,01996 0,03468 0,05287 0,09986 0,11854 0,11969 0,21910 0,03777
0,00641 0,00458 0,00832 0,01400 0,01611 0,01576 0,01805 0,01153
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