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Abstract
One of the important characteristics of investing in the real world is uncertainty, which is mostly

not seen in traditional investment theories. Nevertheless, the future flow of criticism affects the
investment and ultimately the economic environment. This article examines the threshold effects
of world economic uncertainty on foreign investment in developing countries. The statistical
method used is threshold panel model and annual combined data between 1992-2022 for 14
developing countries. Considering the effect of world economic uncertainty on net investment
in different situations of net investment, the obtained results showed that the net foreign
investment of countries follows a non-linear pattern. Also, the impact of global economic
uncertainty on the investment of countries is an impact dependent on the initial state of net
investment of each country, and countries that are in a higher initial state of net investment, this
higher state will lead to a lower impact of economic uncertainty on the investment of countries
in the coming years. Finally, if the developing countries can be present in the world arena with
higher foreign investment, the impact of the uncertainty of the global economy in the coming
years on the net investment of these countries will be less.
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Introduction

The importance of uncertainty in investment analysis lies in the fact that investment decisions are
made based on future cash flows, which increases the amount due to the irreversibility of capital.
Irreversibility means that the firm cannot trade any capital at any time without incurring adjustment
and exchange costs. Global economic uncertainty is a situation where there is no certainty about the
event's characteristics and what will transpire. Global economic uncertainty reveals our inability to
recognize the economic, political, and social consequences or predict the probability of an event.

There has been a lack of attention given to the relationship between global economic uncertainty
and a country's progress in the investment development model when it comes to the effects of
uncertainty on international investment. It can be argued that depending on the level of economic
development of a country, global economic uncertainty may have a different effect on domestic
investment abroad and foreign investment domestically. In the event of high uncertainty, developing
countries may not be able to progress to the higher stage of the investment development model, if
the amount of foreign receipts from developed countries decreases due to domestic investment;
Thus, developing economies are unable to reap the benefits of the positive spillovers of foreign
investment back home. Uncertainty is a crucial aspect of investing in the real world, which is not
present in traditional investment theories. Nevertheless, the future criticism will have an impact on
the investment and ultimately the economic environment. Economic uncertainty's threshold effects
on foreign investment in developing countries are examined in this article. The statistical approach
employed involves using the threshold panel model and annual combined data from 1992 to 2022
for fourteen developing countries.

Methodology

The impact of global economic uncertainty on foreign direct investment has been investigated by
several researches so far, But most of the research conducted in this field has estimated the
relationship through linear relationships and assumed the existence of a specific trend. Sometimes
the changes in the behavior of time series cannot be shown by a trend. In fact, a trend cannot provide
an acceptable explanation for the changing behavior of the time series. In recent decades, there has
been a significant tendency to develop models that can model such behavior. The regime rotation
approach is a suitable way to model such behaviors, This allows the researcher to model changes in
the behavior of time series variables at different time points and with different regimes. The process
of determining the starting point of the new regime is random, making it impossible to observe the
appropriate turning point. In this study The effect of global economic uncertainty on foreign direct
investment has been investigated using the threshold panel approach, which depends on the situation
(regime).

Results and Discussion

When the net investment exceeds the threshold value of 0.8684, the impact of global economic
uncertainty on the net investment of countries is 0.651. If the amount of investment with interruption
is less than the threshold value of 0.8684, The net investment of countries is increased by 7.31 as a
result of global economic uncertainty. Therefore, the impact of global economic uncertainty on the
investment of countries is an impact dependent on the initial state of net investment of each country,



93 Journal of Economic Policies and Research | Vol 4, No 2, Summer 2025, Page: 91-111
|

and countries that are in a higher initial state of net investment, this higher state will lead to a lower
impact of global economic uncertainty on the net investment of countries in the coming years.
Finally, if the developing countries can be present in the world arena with higher foreign investment,
these countries' net investment will be less affected by global economic uncertainty in the coming
years.

Conclusion

Therefore, the impact of global economic uncertainty on country investment is dependent on the
initial state of net investment of each country, and the countries with a higher initial net investment
level, this higher state will lead to a lower impact of economic uncertainty on the investment of
countries in the coming years. The past shows that Iran's economy has not been in a favorable
position when it comes to investment growth and capital stock, Especially since the growth rate of
capital stocks has been negative in some years during the last decade. According to the research
findings, the current state of investment growth is unfavorable and the country's capital stock and
the country's economy being in a low investment regime increases the impact of global uncertainties
on its economic growth and development. Therefore, based on the findings of this investigation the
transition of the country from the stage of low regime to high investment regime and getting rid of
the destructive effects of the economic uncertainties of the world on the economic situation of the
country requires special attention to domestic investments so that the country can upgrade itself from
the low regime to the high investment regime. The only way he can free himself from the negative
effects of the uncertainties of the global economy is through this method.
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