Jordan Journal of Economic Sciences, Volume 10, No.1, 2023

Determinants of Jordanian Current Account during the Period (1995-2018)

Hussam-eldin Daoud ***

, Monther Azmi Al-klanzeh?™, Saud Altayeb®*

1 Associate Professor, Economics, Business & Finance Department, Mutah University, Jordan, *‘dr.hussam73@gmail.com

3 Professor, Economics, Business & Finance Department, Mutah University, Jordan, *altayebsaud@yahoo.com

Received: 12/11/2019
Revised: 6/1/2019
Accepted: 8/7/2021
Published: 1/1/2023

Citation: Daoud , H.- eldin ., Al-
klanzeh, M. A. ., & Altayeb, S. .
(2023). Determinants of Jordanian
Current Account during the Period
(1995-2018). Jordan Journal of
Economic Sciences, 10(1), 66-85.
https://doi.org/10.35516/jjes.v10i1.847

EY MG MD

© 2023 DSR Publishers/ The
University of Jordan.

This article is an open access article
distributed under the terms and
conditions of the Creative Commons
Attribution (CC BY-NC) license
https://creativecommons.org/licenses/

by-nc/4.0/

2Economic researcher, ““muntherhi1994@gmail.com

Abstract

Objectives: The study aims to analyze the Jordanian current account determinants during the
period of 1995-2018 and demonstrate their importance in affecting the Jordanian current
account balance to draw policies and find ways to help reduce the deficit in the current account
balance in Jordan.

Methods: The analytical-qualitative and the econometric methods were adopted in addition
to the Autoregressive Distributed Lag (ARDL) approach to examine the relationship between
the current account deficit and the economic factors affecting it.

Results: The study revealed that there are long-term effects between the study variables,
mainly general budget deficit, private savings, trade exposure rate, effective real exchange
rate, international exchange rate, gross investment, GDP growth rate, and current account
balance. The results also indicated a negative impact of the general budget deficit, private
savings, and trade exposure rate on the current account balance and a positive impact of the
effective real exchange rate, gross investment, and GDP growth rate on the current account
balance. The study shows that Jordan has a deficit in the current account balance, and this is
mainly due to the impact of the negative budget deficit and the deficit of its trade balance.
Conclusions: The study recommends implementing some strategies to stabilize the current
account deficit, the most important of which are supporting and promoting Jordanian exports,
focusing on controlling public expenditure, reducing external debt, and stimulating and
diversifying productive sectors.

Keywords: Budget Deficit, Private Saving Commercial Exposure, Real Exchange Rate,
Investment, Terms of Trade, GDP Growth Rate, Current Account Balance.
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Test Statistic Value k
F-statistic 6.7655™" 8
Critical Value Bounds
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ARDL Cointegrating and Long Run Form
Dependent Variable: CAY
Selected Model: ARDL (4, 2,4, 4,3,4,3,2,4)
Sample: 1995Q12018Q4
Included observations: 92
Cointegrating Form
Variable Coefficient Std. Error t-Statistic Prob.
D(CA (-1)) 1.994255 0.114898 17.356766 0.0000
D(CA (-2)) -1.306380 0.211105 -6.188298 0.0000
D(CA (-3)) 0.287978 0.105385 2732641 0.0085
D(BD) 0.017317 0.068060 0.254442 0.8001
D(BD (-1)) -0.113647 0.064765 -1.754754 0.0851
D(GDP) 0.002260 0.000577 3.917924 0.0003
D(GDP(-1)) -0.000869 0.000559 1554530 0.1260
D(GDP(-2)) 0.000530 0.000551 0.961315 0.3408
D(GDP(-3)) -0.001785 0.000634 2816776 0.0068
D(I) -0.001046 0.000645 -1.621272 0.1109
D(I (-1)) -0.001044 0.000674 -1.548857 0.1274
D(1(-2)) 0.000484 0.000635 0.763137 0.4488
D(I (-3)) -0.001206 0.000508 2371592 0.0214
D(M?) -17.014178 4.364544 -3.898272 0.0003
D(M?2 (-1)) 39.335132 13.325043 2.951970 0.0047
D(M2 (-2)) -10.520422 4757276 2211438 0.0313
D(REER) -0.000045 0.000287 -0.158223 0.8749
D(REER(-1)) -0.000653 0.000401 -1.629312 0.1092
D(REER(-2)) 0.000742 0.000393 1.886719 0.0647
D(REER(-3)) -0.001135 0.000353 -3.218580 0.0022
D(S) -0.001707 0.000449 -3.799588 0.0004
D(S (-1)) 0.000468 0.000441 1.061190 0.2934
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IARDL Cointegrating and Long Run Form
Dependent Variable: CAY
Selected Model: ARDL (4, 2,4, 4,3,4,3,2,4)
Sample: 1995Q12018Q4
Included observations: 92
Cointegrating Form
Variable Coefficient Std. Error t-Statistic Prob.
D(S (-2)) 0.000532 0.000400 1.328892 0.1896
D(TOT) 0.001040 0.000214 4.865784 0.0000
D(TOT(-1)) 0.000164 0.000132 1.245139 0.2186
D(CE) -0.000136 0.000186 -0.727194 0.4703
D(CE (-1)) -0.000049 0.000219 -0.223903 0.8237
D(CE (-2)) 0.000421 0.000206 2.047799 0.0455
D(CE (-3)) 0.000744 0.000247 3.006806 0.0040
CointEq(-1) -0.007149 0.001912 -3.740048 0.0005
Cointeq = CA - (-0.7759*BD + 0.4849*GNP + 0.2112*] -2.7919*M? +
0.1495*REER -0.3834*S + 0.0857*TOT -0.1791*CE + 72.4987 )
Long Run Coefficients
Variable Coefficient Std. Error t-Statistic Prob.
BD -0.775858 0.122570 -6.329936 0.0000
GDP 0.484871 0.144764 3.349389 0.0015
| 0.211183 0.120741 1.749065 0.0861
M2 -2.791854 2.900650 -0.962493 0.3402
REER 0.149476 0.029756 5.023380 0.0000
S -0.383449 0.112588 -3.405774 0.0013
TOT 0.085688 0.021736 3.942221 0.0002
CE -0.179141 0.067664 -2.647520 0.0107
C 72.498747 18.722727 3.872232 0.0003
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gl 3 s ss2g pie liSy tellas¥ oy AV zaly G135 LU 3529 pie Gy liag %5 Lgiall Goiuwes (o AST 29 0.0934
s Slgls ol e Juy 1dag (%5 Lgiall Geiun (o ST (29 0.1519 g9lud (Prob.F) s dulasy Jlaisd dagd &) dos cllasdl

z 390l ISl 5yl Hlas ! mili
(8) 03y JSA 3 bge 58 LS CUSUM 1ol ,1,Sal STAN syamll shasl I a5l z3gaill JSedl 5hanadl e STl o
(5) 3, A @ s sll CUSUM of Squares §lgdl culasyo 1,850 (oSTAN g0zl jlas! ] 23Ls)
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CUSUM of 3lyall cilaspa 51,83 STl gsanlly CUSUM loall 51,Sa) STl goonll o SIS & Gl duball IS5 (0 e
Otla¥) 3 Al cilalas Hlatul Gay Idag (95 Lgine Gyiuw wic dayxll Lahill sgas J5ls aa5 Adaug bshs (e 5yl Squares
Alyall 58 Jglo e z350ild Tla Tzl cllia B3 2uleg Jashlly pumall

(Selection the lag length) w3l bladl &IAS sue dguses
Jiedl suall (1 (Schwartz's Information Criterion) (SIC) y Akaike Information Criterion) (AIC) slolall &l Ad sae jlas ) gl oy dsl
Ll 8 e elidnad) L) it shoball el il suadl muaels (ol 5 sbLall lia)

(6) o3y Jgua
Sl Sl sue Hlasl pls
HQ sc AIC FPE LR Logl Lag
43.51747 43.66460 43.41790 58061768 NA -1988.224 0
8.349314 9.820592 7.353625 1.27e-08 3101.662 -248.2667 1
-6.728804 -3.933375 -8.620612 1.54e-15 1294.663 567.5482 2
-12.75766 -8.638082 -15.54559 1.71e-18 555.8942 967.0971 3
-16.03976* -10.59603* -19.72381* 3.39e-20* 326.6500* 1240.295 4

Sleall Laylist G gosdl sboladl @il A8 sue ol * 1o Cus

(Granger's Causality Test) ducud! ymisy> Las|

o Lo Ll il oyl o (Lplalamily Balylll liite o Zarad] SBMal (6) o3y Joinll el

platdl szal) Aslany pncadl sda uds o Sasg (A5lsl) ey Gyl Gludl e o ALS Lptss ABMe 929 -1

53L3 JI 9955 Jlea¥l =l bl 8 8aldl &) oladl bl J] Jlos¥ dall il i Jutns (5o Hslo) s 285ke 3929 -2
lessall olite § Glall sl e 5als o cros Sl Lgo Azl Sls 1l

oilall palasst ol gl lundl ses ol JLatiaall 3 8sb31 (6955 aum +Ssbndl laandl L1 Letadl (o Byslo! Bt A8Me 3929 -3
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ol bl J) 6ol Jsliall June (o0 Zpolo Bt 28e 3929 -7

6355 Golmtll BLASIYI mys 53133 tslall lanll sy @bl lundl §olomall BLASHYI Jtns o LS Bt 380e 3929 -8
(LS s L5 J g0t olll wlanl @ sl 8ol dais sl 39 wolal luandl § 3adl 8305 U]

(7) o35 Jou>
dud| Hlas |
Null Hypothesis: F-aglas| PPN EE S |

BD does not Granger Cause CA 9.48274 0.0002 Accept causal relationship
CA does not Granger Cause BD 48.2416 6.E-15 Accept causal relationship
GDP does not Granger Cause CA 12.1729 2.E-05 Accept causal relationship
CA does not Granger Cause GDP 2.03414 0.1368 Does not accept
| does not Granger Cause CA 11.4063 4.E-05 Accept causal relationship
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Null Hypothesis: F-aglas| PP EE S |
CA does not Granger Cause | 2.51402 0.0867 Does not accept
M? does not Granger Cause CA 1.62996 0.2017 Does not accept
CA does not Granger Cause M? 18.8757 1.E-07 Accept causal relationship
REER does not Granger Cause CA 13.8164 6E-06 Accept causal relationship
CA does not Granger Cause REER 0.66593 0.5163 Does not accept
S does not Granger Cause CA 10.7771 6.E-05 Accept causal relationship
CA does not Granger Cause S 2.05837 0.1337 Does not accept
TOT does not Granger Cause CA 6.32161 0.0027 Accept causal relationship
CA does not Granger Cause TOT 0.17552 0.8393 Does not accept
XM does not Granger Cause CA 15.1755 2.E-06 Accept causal relationship
CA does not Granger Cause XM 4.84624 0.0101 Accept causal relationship

(Variance Decomposition) cpladl clieSe Julos jLas|

ol SlsSe Jelms wie il Jouzd! i mli ylas co (8) Joamlly Awdl @l e Jsamdl @3 bl Julns jlias| gudas e
L3l 3e) JI 5323 %1.544 Jlg> Loty cdas il J) a3 2sltdl 8480 I35 4l 3 5nlly Uasddl (oo %98.456 o8 )leedl ol
BLASHY) Jaaag «(Joadl Jaliall Jaaag (Jleal el @l sas Juney auolsll poially dasll (oyeg o latiadlly )l s¥1 Jlazls alall
(Jlall izl Bynll jasg (gl

290 g bogmle iy Jlasll Lagasedl Cpall yaug (ol H1s 3919 ladladly 455lsl) e Silmiiay Lolied! Losaddl ol Lyl Lasdlag
(%22.137) s> dI Jeas o JI Jlaall Gagaodl Cyuall yaug 591y sleiidly 25505kl s Buolidl Lwdll g lasy) LasHly 3) iyl
liag «(oledl wlumdl (e A3lell 5zme il 358 e Juy Bl 9,0 e g lasdl Iia &) 3yalall 3740l § (%3.945) (%4.496) .(%6.98)
Lol Jhoss @1 Al o Bl s 3azs 0291 § Sl ladl (e Lo (350 L5lll 3me O 2yl As s peay gz
Gl ludl doy e gl 25310k jme il T ciplsly (Kopa¥) 2lazd VL dalaill 4iwlys § (Bahmani-Oskooee, 1989)

(8) o) Joua
aulyldl Slpdies ol @lad! ol jxal cpbadl ailisSh sl
Period S.E. CA BD GDP | Mm?2 REER S TOT CE

0.002580 | 100.0000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000

0.008880 | 98.45930 | 0.679951 | 0.031192 | 0.662287 | 0.096894 | 0.018019 | 0.043513 | 0.001066 | 0.007778

0.020516 | 94.41026 | 2.405663 | 0.218325 | 2.071994 | 0.377874 | 0.047539 | 0.408159 | 0.009725 | 0.050464

0.039043 | 88.92880 | 5.207501 | 0.392256 | 3.499085 | 0.763904 | 0.013251 | 1.095513 | 0.018078 | 0.081612

0.066126 | 82.83796 | 8.768626 | 0.406909 | 4.737461 | 1.079755 | 0.091163 | 1.948446 | 0.024469 | 0.105215

0.103038 | 76.95838 | 12.46175 | 0.327216 | 5.648645 | 1.262572 | 0.417156 | 2.771096 | 0.030234 | 0.122951

0.150091 | 71.78988 | 15.78935 | 0.225197 | 6.237649 | 1.331697 | 1.024179 | 3.431275 | 0.036147 | 0.134627

0.206432 | 67.45151 | 18.50696 | 0.140086 | 6.598865 | 1.330096 | 1.867852 | 3.915943 | 0.044180 | 0.144514

O (® (N [ (nn (& [W N [=

0.270075 | 63.87091 | 20.58828 | 0.085007 | 6.822543 | 1.299810 | 2.868762 | 4.255924 | 0.055128 | 0.153629

-
o

0.338299 | 60.89224 | 22.13700 | 0.054181 | 6.980193 | 1.264639 | 3.944649 | 4.495547 | 0.069186 | 0.162365
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