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(lysinadl e claball daal alapledl cdal
Slo byl dad 5o Ajlsall aal Ll Sl
Mg k) Sigle gl aafy colaal)

Glleal dula gl Y Jadl) o Ll oda
bl ghadl Ll e udn of oSay cclaylel
o] Agmplall Glagle i ahaial e el S
Cum Al oda b 5 Lo lay clg Aaldll gyl

(1) Joaa
(cbdiall aly)lesl) amugall sd — (K2 G Baagl) i LA mill
slay) )i axe  ADF duilaa) z 3gall) &) il
Level Ciligicall augall Jigh — S5a LG4 log
1 *1.724—  s\adl Gsug cull as (e bd jlsall s
1 **3.306- sladl g Cull s ca wadl cluall jas
1 2.026- oladly culi as i ol
0 *%3.260- sl oy culi aa gdpr ehiall galaiBy) gadll
2 1.937- oladl hsug Cculi an peer Jadll Adal) Cipall mw
1 **%4.130- oladly culi ax w2 oalgl) B (e
2 *%%3.663- oladl ey culian open ¢ sy
First difference (35,800 lgd — S Lad) A
0 %55 610—  oladl s culias sn bd Sjlgal) jas
0 ¥#%6.012-  oladl ey culh aa em ca @l qluall jas
0 **%5.037- oladl sy il an i Jlaiiad)
0 *EXQ 551 oladl ey el s sy gdpr Adal) gLyl gall)
1 *EE3 TA1-  olad) eug cwli o en reer Jadll LAdal) Cipall jaw
0 *2.636- oladl (yeag Culi aa m2 polgl) Bl (e
1 *224.618— ol sugcnlias sn open ]
A e 15 755 710 ygine ggins 2ie dpualad) Ll iy 1) #2% 5 ** 5yl sidiadle

yidal) Jalsill agant) SLEA) dagia 2.5
ALlSie Judls e gaie Auhall oda i of Ly
Engle- (bl e dljiiall dalill calld oy 1(1) 5 100)
Johansen-Juselius s (1988) Johansen s (1987) Granger
apd ol e il e 0 o Qllas (1990)
Jalsall il (sS5 adley d(1) ol edmall Jalsal
o3 e 8 lgalaiinl (S Vs Apulie Cangd ol & jiial)
agaall laa) dmgie dldiel i (b ey Al
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OsSad) JLEd) 1.5

GlC clsidl JalS dany duball ey aas Ay
okl Dickey and Fuller (1981) i Soy Lol Bk
Jsand) il cadis Y o Sl clsnd) colS 1) Leg
sailly @lall Glall Saes Al Sae o (1)
ZEaYly sl dl ey Al YL ala@y)
Shiiall Gapall jray Sl Wiy (0) & gl
(1) L Jladl
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SVl (UECM)  aiadl e el maas

bl o383 el sy ddesall Aaill lsaill
t Y sl e

dchgall dApaill Glsmall AN last) Zleel el
Anhall o2 8 il Jalsall Julail (ARDL)

(bounds ¢lyidall Jalill ngaall WAl dasgie duanl

Cb ) gad (S ‘\Jj At ctesting approach to cointegration)

ACA, =y +8,CA, , +8,BD, , + 8,1, , +8,0PEN, | +5;M2+ 8,8, + 8, REER+ Y bACA, ;+ Y b,ABD, , +

Zn:b3A1H. + Zn:bztAOPENH. + Zn:bSAM2H. + ibﬁAgH. + ib7AREERH. +u,
i=0 i=0 i=0 i=0 i=0

L}JLA\ ThaY) maln vy 1988 sle Ll S ol
:(13) Aalea g lacy

i=1 i=0

12)

oo Lwall (12) Aobeaddl 3 aby e Cpacad &
Cipa jrw de)l 2y @lall Gluall 8 ) odadl)

ACA4, =0y +6,CA,_ +0,BD, |+ 0,1, +6,0PEN, | + M2, +6,8,,+,REER, , +¢9 DUM + ZblACAH +

Zn:bZABDH. + ibﬁl,ﬂ. + ibA‘AOPENH + ’stw 2, + ’zrbﬁAgH. + i@ AREER, ; +u,
i=0 i=0 i=0 i=0 i=0 i=0

chually aaa ol s Y Alall oda 8 cglally o
Coang 18 o)al itie JalS LAl Dangie Gulai sy
Al clsadll A laat) zigad Uadl)l s
JaY1 ayuady JaY) dlgs cldlall (ARDL) de)sdl
23 b n e lay) )i UBCM zigad (4 adiiung
Loy Alhe e zigall Jlay ¥ S daulidl Ldlsh
Db Jie dapd)l adll jplee Guki PlA e (S
2 cWadl (gouadll 3yll JAS) 5 My «Schwarz 5 Akaike
sl sl mln (3) Jeaad) Guuy -SCleal laig
cbaidl ob s Wald test allgy sl axdiu) Cua
A i Sl Al

(CUSUM 4l o3¢d byl ahloal eyl
a3l i) ARDL z3sa3 aDle (3o KB CUSUMQ) 5
Dbl HUEA) A8 Gyeay WBrown et al. (1975) 44
Aaill /5 dygina (s5ime die (1) JS&I 8 ARDL g3kl
Lol IS Jise 7 3saill o el cdnall
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i=1

13

1989 ale Jé jia ded DUM et juadl b
sl Gliclias ) 5 ladeall uing elly aay aalgg
Cliclae & b,by,by,b,, bbb, Sldadly . Jaghall
celay) 858 Joha n Jaddy ¢ sl vy Jidis ¢ juaill (gadl)
R Sy SC lme oelad e elaly) cilp cuynil
(a8 WS ARDL[L,1,1,2,1,1,2] zisail (13) daledl
Jaay
Foolodl Guli & il delsil) e gVl
biglay) & ) Aldedly Al clpid e
DLRY) g Al dmdll sy s
Wlie Sy (H,:6,=0,=0,=06,=06;=0,=0,=0)
-Peseran et al. (2001)J 4a)yall sl 4y guusall F 4ilas)
da ) Pesaran dwd (o ST F Lilaay) dad il 12l
ALL o3y pide JalSS ADe s o6 ¢ LY
daal) Pesaran dad (o Ji F dsilas) dad cwilS 13l
AL o3 o dide Lol ADle aag Y 4l (Lo
exall daall gl Gy Foaglaa) ded culS 13
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i) Jl s algll el

(2) Jdo
.\...\ld\ J,,\G ARDL Cut'u

Variable Coefficient Std. Error t-Statistic Prob.
C -0.732180 2.421244 -0.302398 0.7726
CA(-1) -1.020314 0.249372 -4.091533 0.0064
BD(-1) -1.759284 1.345858 -1.307184 0.2390
LI(-1) -0.099908 0.282598 -0.353535 0.7358
OPEN(-1) 0.040052 0.314102 0.127514 0.9027
LM2(-1) 0.057320 0.219007 0.261724 0.8023
GR(-1) 0.015168 0.014358 1.056451 0.3314
LREER(-1) 0.085055 0.565980 0.150279 0.8855
DUM 0.325651 0.268915 1.210982 0.2714
DCA(-1) -0.064597 0.272574 -0.236988 0.8206
DBD -0.191112 0.688697 -0.277498 0.7907
DBD(-1) 0.096863 0.718601 0.134794 0.8972
DLI -0.222020 0.301669 -0.735970 0.4895
DLI(-1) 0.026731 0.165318 0.161692 0.8769
DOPEN -0.006482 0.264438 -0.024511 0.9812
DOPEN(-1) -0.162298 0.263187 -0.616666 0.5601
DOPEN(-2) -0.278974 0.250084 -1.115520 0.3073
DLM2 -0.238607 0.752370 -0.317141 0.7619
DLM2(-1) -1.390779 0.738944 -1.882117 0.1088
DGR 0.004151 0.007678 0.540611 0.6082
DGR(-1) -0.008676 0.004833 -1.795293 0.1227
DLREER 0.071906 0.486051 0.147940 0.8872
DLREER(-1) 0.315106 0.515751 0.610966 0.5636
DLREER(-2) 0.406533 0.460924 0.881996 04117
R-squared 0.926073 Mean dependent var 0.001370
Adjusted R-squared 0.642688 S.D. dependent var 0.087172
S.E. of regression 0.052107 Akaike info criterion -3.080457
Sum squared resid 0.016291 Schwarz criterion -1.959499
Log likelihood 70.20686 Hannan-Quinn criter. -2.721853
F-statistic 3.267891 Durbin-Watson stat 2.678192
Prob(F-statistic) 0.072649

(3) Joaa
Wald Test JLIA) aladlialy agaad) HLIA) milil
Test Statistic Value Df Probability
F-statistic 3.80156 (7, 6) 0.0622
Chi-square 26.6109 7 0.0004
Null Hypothesis: C(2)=C(3)=C(4)=C(5)=C(6)=C(7)=C(8)=0
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5% Significance ‘

1.6

1.2

0.8+

0.0

-0.4

2003 2004 2005 2006 2007 2008

‘ —— CUSUM of Squares

5% Significance

ARDL gisai J)iul JL) (1) g8

A Gliaies lall Clall Sae Gu daY) Al
e il e Jsuanlly Aol dall @iy K
s sl Algh dejsd) Agel semdll AN jlasiyl

: Y ECM Ul epmat - 3gai ol

ACA, = ay+ D b ACA,_, + Y b,ABD,_, +
i=1 i=0

i=0

+ > bAM2,,+ > bAg, , + > b,AREER, , +y EC,, +¢ DUM +u,

i=0 i=0

Syl e callall 52l & Jaall saly I san
O WS 4 Saall iy (gladl) o) H8lE ) g
sl Jaea apiy S allall a5 Alsall ae 3205
Ll s DA i,.asf el e cilSy gl
G5 ) sl lend gl gy S135 78 canglis

i=0

sVl Gl camil Gao¢ oY) JW L)
1151.9 2000 ple A Ly Gale 641.4 (e 88040
Gluall agl a8 oo Ky 2010 oo B ok
de Al gale 176.6 Jae e AWy )
Ol Lkil) 2010 ale 4 s ke 805.6 ) 2000
A 3ol ) s Al Al (e 1aay o(clegiad
33y JGlly (appreciate national currency) 4xilagll dlexl)

@l (haall Heaxiy iy il
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Jughal) saall cDlalaa a8 3.5
Alasinly zasal) 3 saaadl LKD) ApalaEY) el
WDle asag yelil A (3) Jsandl 8 il sl laal

zn: bAI + Z b,AOPEN

i=0

(14)

slay dad A Lal et EC | o) &
sl sl JalSall Alslea jlaad) il

O} ARDL zisal Jishll ol i il s

I=-3BD=141) kel adsia s WS LK T3 BD (hidll
iy asay I il )l LS cdglan) AV Legls (0.58
Caad 508y HG D oy cplsl Gaall A e
S el syl cadly ()Y SLawY) b Alks
Wl Jae Gn olad Bl s J& A gl
(S A ) e R 3Bley (laill Gl Saes
Al agles (g)laill aall oy Alsall (& Saall g
Glall jae e LB Ve g lily Al Jae
@il aall G SN Ajleall & Saall s L g)lal
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i) Jl s algll el

(4) Jo
(CA i) jaiall) Jughll saall o ARDL g igal gili
Variable Coefficient Variable Coefficient
EC../ -0.411131 Areer, ; 0.611565
(0.09511) (0.22059)
[-4.32273] [2.77236]
Acay -0.096690 AOPEN 0.104645
(0.16598) (0.09686)
[-0.58253] [ 1.08041]
Abd,.; 0.145321 C -0.178852
(0.42293) (0.06220)
[ 0.34360] [-2.87539]
Ay -0.172170 DUM 0.350756
(0.10834) (0.08460)
[-1.58915] [ 4.14623]
Am2,, -0.322609 C88 0.121410
(0.26204) (0.06936)
[-1.23113] [ 1.75051]
Agre; 0.001267
(0.00227)
[0.55712]
Long-rum Coefficient Diagnostic Test
bd 1.415288 - Jarque-Bera= 25.66902%*
(0.30454) - VEC Residual Serial Correlation LM Tests=
[4.64727] 41.62298
i -0.580835 |- VEC Residual Heteroskedasticity Tests: No
(0.08001) Cross Terms (only levels and squares)= 540
[-7.25945]
m2 0.483839 Inverse Roots of AR Characteristic Polynomial
(0.05683) 15
[ 8.51423] ol
GR -0.003531
(0.00408) 0.5+
[-0.86486] ool
reer -1.742328
(0.16879) 05
[-10.3223]
OPEN 0.533915 7
(0.10690) s : | : :
[ 4.99432] A5 -10 00 05 10 15
C 7.577922

Note: Standard errors in () & t-statistics in [ ]
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RPN
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33038« olall Gluall jae 33L) (B age e Al OIS 28
ol Glo clee 71 Ay JGd) Egs)) Capall e
e bl Y 174 fwn el Glaall ac
Sl Alaal) Gad 0l o Jend JGdll Jadal) Cajpal)
lesd o U1 adodl el i a6l siasall 3305
Al esuiy Olygindl Lad ooy Jally o)
s (4) Jsaall il gy Lojme dlajy gylall lual)
s LS Al Liylals 0.411- 5 BC, . Jabas daid i
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apale of 0.411 Ao angnai 5 JaY) Jisha lsal
@l Claall Sae S o i 13 Ly Cualy
Lz_\‘).u sy

Ll ol s S Jeaall g
Ay ol sl Juliiall LoD dabiad)
i)l z3saill of cojglaly L blEaY) (e s Al
L)Y sy dua dpaaill ahliay) qlel jba)
DL Sling ab zasaill oF V) egplill Guilas paes I3
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LY alles L) Jales of (4) Jsand) ekl LS
fapd daa Gy gl pdisie @ WS 1 e il
medie e SaY) AladY) oy Kee —olidal
gl goly dalaall OIS 13) Adsall GBlsalL JelSI
Jasdiy Al e adings laadic 2lai) ()& moniall
Jasa ay Cun Auhall 358 (P (7100 Ay 4slalis)
ades Al Gliadl ge bl e 760 o)l L
s dushll sadl 8 71 dausy L) salyy ol
Jae salys £0.58 dawi @l Glaall Sae 3aly
@l Clall Sae 32l () gases 71 Ay 435)sal)
Gomd) (e AL culialy 45)sall Jysat sy </ 1.415
Gilsal Gae o Glo daml) ol Juy L bl L)
o el e Tilaa) 4 siny il L L)
sl Sae o V) cadsie Lo cua glall Glall
Lol Claall e o diaw ST a4l
@abai®Y) el Yl gl aagl) ) L
ool il o s Atlan) NS 35 Lasa o (s
Las tanse lall Cluall e 1989 ale any galiaiy)
Jaadl 5ol ) o £100 Ay el salyy of e
Clysisall 30y Aam /35 A @lall Gleall &
oaddly Bladll pad e 1989 ale ciladla) cuaily
S WS abiad) panli bl Sl asu)l)
Sand Sty Al Sae pmist Gl cladayl
33y of e el (paill) ~bay) Jelea ST L5200
Glaall ac 30l ) s 71 Ay goladl) Zlasy)
@Y ) o e 1850 ¢70.534 Ay g)lal
Saad) iy el Glaall Sae saly ) sl glaally
e @laBY s (gylaill ~lay) dam gylall Glaall &
Dl 0sile 179.8 (1) 1988 ale i lus (sale 105.5
2005 sle & b osle 1610.6 N5 1995 sle
L J<5 13y 2010 sl 4 Sl osle 1336.3
(1988 ale & Jayl Jsall mlll e /4.5 aius
Glall W 2010 ale 8 77.1 ) Al 28 iy
Gl @l e 727 (e ojae A Candlyl a8 (g5lal)
S5 1995 ale 8 729 ) 1988 oo & )



bl daal Hgl ¢ elpull dena alla

i) Jl s algll el

3aly ) san A1 Ly Ly S 3 saly)
33y of s 8 <0.58 daty lall Cluall 3 aall
Glaall (3 Saall 50l ) o358 71 Ay Ljlsall e
Sle @l Fay L8 ofs 1415 ds glad)
Ly @lall Qlaall (4 el ah @l Glald)
oyl ol clulud aadl sy <70.53
L Hlanls olay) il Al oLy

oo 3l Alsall ae pmdds of ) gl uls
Ghaelud 38 ) 8 LS S LNy LAY sead
Clliy el ey Ll Gluall G aall Gaees
Gaiatl M) g Uailly sylail) g Uad 3 dyyda ladls)
Y il Al 50l saly dal ey L3l el
Gbaliall 3ab) ZEBU 45aat Glubs iy (0 N
& paadill Jaw A plaill joad Glubus (e 3ol
e Zal Auhll o g Jate (S Lzl
i) LYy oY) it (e Sall il ()
e ha) Tt 1 (e Al All Gty il
Cily adddy aaly dyleiiu) 3Ly Laagy leuy)
Ll Al (e 3ol iy o Speall Gl Sladl
Gl lelpayy aladl i dle e A
vt Asgnns ally 25aY)

-

DAl .6
&= Fidrmue (2003) 4uhy Je duhall o228 chaiil
sae) ol aall Jlsal U cdag el
S5 —plidald dumjiy (Al Jaes lall lual)
sill )Y ol g die) Judls iy alasinly
Y Sl il Gl e @3] 2010-1975 (e
1(0) AlelSie Judlall sangl) Hia il of Lays Axdge (e
saal) Hlad) damgie aladinly zhgall i S 88 (1)
Liaill Clgadll A eV dmgie anly Cips
&) @bl oLl il LARDL ljiall JelSall degal)
playl iy bl gn dal¥) Alsh Ale s
e Sl SOV ALY G Ajlsall me Jalaal dyngall
LIY) Gl 28 ) adgia s LSy Lalsill Saall ASie
—cplidald A d o 1 e JAY Leiia) Jaleal 2L)
CHLEN e 760 of zisalll uagly cAiatia S5)5
VY oS Ml Aal @hase lesa i Al
saldic) Lot g layY Ldsal) Jlll uly Blond po aadic
i) aliad) e
Al s Al Al sl el dgas milill g
Jaes Ol = AVl ladl Glaall Ghae Sae O
o @als 2010-1975 sl Pl g1 & Assall

(1) gala
2010-1975 5580 M3 43jlsall Sae sk
S Gsla
(o8& " sl :
LAl chos busal) ] i il sl
sy L Al ] g | e cleludly | clby) | A
Asd |l |y C“':L: C“':Li‘; A s daal)
Ayl | i = i 9
27 59 567.3 88.7- 262.5 66.2 107.6 1976
28 58 690.4 73.4- 337.9 122.2 1423 1977
26 56 795.4 121.3- 203.0~ 361.5 81.7 158.5 1978
33 64 982.5 117.4- 327.7- 515.6 2103 187.9 1979
29 60 1164.8 127.8- 337.1- 563.2 209.3 226.1 1980
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23 52 1448.7 131.6- 337.9- 647.1 206.3 309.2 1981
20 48 1649.9 131.9- 331.4- 693.6 199.5 362.2 1982
17 43 1786.6 107.7- 304.7- 705.3 197.0 400.6 1983
16 42 1909.7 199.7- 305.8- 720.8 106.1 415.0 1984
19 45 1970.5 177.1- 364.9- 805.7 187.8 440.8 1985
21 48 2240.5 323.2- 466.9- 981.3 143.7 5144 1986
19 45 2286.7 306.8- 434.4- 965.9 127.6 531.5 1987
22 48 2349.5 354.2- 509.6- 1054.0 155.4 544.4 1988
22 49 24254 275.2- 536.9- 1102.3 261.7 565.4 1989
14 34 2760.9 211.6- 375.9- 1120.1 164.3 744.2 1990
14 33 2958.0 180.3- 405.5- 1234.3 225.2 828.8 1991
4 11 3611.6 13.9- 151.3- 1372.5 137.4 1221.2 1992
5 14 3885.2 5.3- 203.0- 1411.6 197.7 1208.6 1993
7 18 4359.2 50.5- 291.7- 1587.8 241.2 1296.1 1994
6 17 4714.7 73.9- 289.6— 1693.9 215.7 1404.3 1995
7 20 4912.2 40.8— 357.7- 1789.6 316.9 1431.9 1996
11 29 5137.4 331.2 573.7- 1952.0 242.5 1378.3 1997
11 29 5609.9 355.6— 613.2- 2087.7 257.6 1474.5 1998
9 27 5778.2 223.6- 542.4- 2039.5 318.8 1497.1 1999
10 27 5998.5 203.8- 595.0- 2187.1 391.2 1592.1 2000
10 28 6363.7 224.3- 657.7- 2316.3 4334 1658.6 2001
11 31 6794.0 260.2- 752.1- 2396.2 491.9 1644.1 2002
16 40 7228.7 196.8- 1134.2- 2809.8 937.4 1675.6 2003
13 32 8090.7 222.0- 1033.3- 3180.5 811.3 2147.2 2004
11 28 8925.4 476.8- 977.1- 3538.9 500.3 2561.8 2005

19 10675.4 443.2- 747.8— 3912.2 304.6 3164.4 2006

21 12131.4 615.0- 958.4- 4586.5 343.4 3628.1 2007

19 15593.4 338.2- 1056.5- 5431.9 718.3 4375.4 2008
11 31 16912.2 1509.3- 1842.7- 6030.5 3334 4187.8 2009
8 25 18762.0 1045.2- 14469- 5708.0 401.7 4261.1 2010
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i) Jl s algll el

(2) Gale
2010-1975 5580 JNA glad) qilual) ey gk
D Ggele

el cluall @l sl ) gl bl L
17.3 270.0- 338.7 68.7 1976
2.5- 371.1- 453.1 82.1 1977
85.8— 368.0— 458.9 90.9 1978
2.1- 467.4- 588.3 120.9 1979
111.6 543.3—- 714.8 171.5 1980
13.7- 803.8— 1046.4 242.6 1981
118.3- 876.6— 1141.1 264.5 1982
141.4- 891.4- 1102.0 210.6 1983
104.1- 778.5— 1069.2 290.7 1984
99.9- 761.6— 1072.5 310.9 1985
16.0— 591.8- 847.8 256.0 1986
118.3- 596.9- 912.6 315.7 1987
105.5- 638.5— 1020.0 381.5 1988
104.9 585.3— 1222.9 637.6 1989
272.8- 1008.6— 1714.7 706.1 1990
288.1- 979.5- 1750.2 770.7 1991
587.7- 1461.7— 2291.0 829.3 1992
446.4—- 1585.2— 2449.9 864.7 1993
279.2- 1362.4- 2357.6 995.2 1994
179.8- 1347.1- 2588.2 1241.1 1995
157.4- 1753.4- 3041.6 1288.2 1996
20.8 1605.1- 2906.5 1301.4 1997
15.5 1434.5—- 2712.4 1277.9 1998
287.1 1323.7- 2622.5 1298.8 1999
19.5 1541.7- 2888.3 1346.6 2000
17.7- 1423.0- 3049.7 1626.7 2001
355.7 1227.1- 3191.0 1963.9 2002
849.8 1415.3—- 3600.2 2184.9 2003
27.7 2395.1- 5148.1 2753.0 2004
1610.6— 3556.3- 6606.0 3049.7 2005
1223.8- 3584.7- 7274.6 3689.9 2006
2038.0- 4574.2- 8637.8 4063.6 2007
1457.2- 5084.4— 10717.4 5633.0 2008
882.9- 4448 8- 8975.1 4526.3 2009
1336.3— 4823.8— 9813.9 4990.1 2010

Lo @l e S0V (g3 pall Sl e 2 jaaall
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Twin Deficits in Light of Monetary and Financial Variables,
Economic Growth and Trade Openness: The Case of Jordan

Khaled M. Al-Sawai’ ! and Anwar A. Al-Azzam?

ABSTRACT

This study investigates relationships among current account deficit, budget deficit, investment, trade openness
and other Jordanian macroeconomic variables by using autoregressive distributed lag model (ARDL) during
the period of 1975-2010. The results show that such variables move together in long-term relationships. The
analysis supports the Keynesian viewpoint in that there is a connection among current account, budget deficit
and investment; Which says there is a positive correlation between the budget deficit and the balance of trade
deficit, and a causal relationship from the first to the second, and that the budget deficit is causing the trade
deficit; the negative coefficient of investment (less than 1) indicates that there is a hypothesis of Feldstein-
Horioka, and that Jordan is integrated with global capital markets. It has been found that trade openness
increases the current account deficits. Moreover, monetary policy increases current account deficit, while the
real effective exchange rate has played a significant role in reducing such deficit. However, a real economic
growth has no impact on the deficit. Finally, the study presents some strategies to achieve stability of the
account current deficit in Jordan.

Keywords: Twin deficit, structural change, unit roots, bound testing approach, autoregressive distributed lag
(ARDL), Jordan.
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