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Appendix A
The Model:
The basic models specifying the impact of bank credit on real economic growth (real GDP) are expressed
by:
1- RGDP; = ag + B:TOTAL CREDIT: + &
2- RGDP: = ap + B1CREDIT to INDIVIDUALS: + &
3- RGDP: = ag + B1CREDIT to INDUSTRY: + &
4- RGDP; = 0o + B1CREDIT to CONSTRUCTION; + &

5- RGDP; = ap + B1CREDIT to TRADE; + &;

all variables are in their natural logarithm form. The focus of the analysis is on the parameters B. If there
is an impact of credit on economic growth, the terms B will have a positive sign (B > 0).

In such an exercise, the usual techniques are applied and these include, stationarity tests, co-integration,
Vector Error Correction Model (VECM), and variance decomposition analysis.

The Results:
TABLE 1
Augmented Dickey-Fuller Unit Root Test
Level First-
Difference
RGDP 7.795 -2.534*
CREDIT 1.872 -1.595%*
INDIVIDUALS 2.998 -5.331*
INDUSTRY 6.677 2.165%*-
COSNTRUCTION | 2.308 -2.525*
TRADE 2.326 -2.086*
TABLE 2
Johansen Multivariate Co-Integration Test
REAL GDP & CREDIT
Hypo;?f\isEi:Se)d No. Trace Statistic P-Value N;:;:Es'tg:n P-Value
None” 15.333 0.0152 12.091 0.0351
At most 1 3.242 0.085 3.242 0.0850
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TABLE 3

Johansen Multivariate Co-Integration Test
RGDP & CREDIT to INDIVIDUALS

Hypothesized No. Trace Statistic P-Value Max-I-Elg.en P-Value
of CE(s) Statistic
None® 9.894 0.0251 8.976 0.0257
At most 1 0.918 0.391 0.918 0.3912
TABLE 4
Johansen Multivariate Co-Integration Test
RGDP & CREDIT to INDUSTRY
Hypothesized No. Trace Statistic P-Value Max-I-Elg.en P-Value
of CE(s) Statistic
None® 14.950 0.018 11.371 0.0471
At most 1 3.579 0.069 3.579 0.0694
TABLE 5
Johansen Multivariate Co-Integration Test
RGDP & CREDIT to CONSTRUCTION
Hypothesized No. Trace Statistic P-Value Max-I-Elg.en P-Value
of CE(s) Statistic
None® 13.703 0.029 11.269 0.0491
At most 1 2.434 0.140 2.435 0.142
TABLE 6
Johansen Multivariate Co-Integration Test
RGDP & CREDIT to TRADE
Hypothesized No. Trace Statistic P-Value Max-l_Elg.en P-Value
of CE(s) Statistic
None® 15.445 0.014 8.499 0.010
At most 1 6.945 0.002 6.945 0.145
TABLE 7
Long Run Relationships
Variable Coefficients
TOTAL CREDIT 0.791"
CREDIT to INDIVIDUALS 0.259°
CREDIT to INDUSTRY 0.3713°
CREDIT to CONSTRUCTION 0.676"
CREDIT to TRADE 0.851°

2019 4131 -

19 9ol Boalue AST 2 jiall Silelbaall (gf:galmzd¥l gailly 2nlan¥l bl e Loyl illy Jslasll




R
&
WY Jaullala by ol gaiio
N G

\ JORDAN STRATEGY FORUM

TABLE 8

Estimates of VEC Model
(Error Correction Terms)

Variable Coefficient t-statistic
TOTAL CREDIT Aec1 -2.479 -2.963*
CREDIT to INDIVIDUALS Aets -0.447 -2.194*
CREDIT to INDUSTRY Aeis -1.457 -2.664*
CREDIT to CONSTRUCTION Aec1 -1.386 -2.777*
CREDIT to TRADE Aets -4.719 -3.695*
TABLE 9
Variance Decomposition of Tax
Period CREDIT INDIVIDUALS INDUSTRY CONSTRUCTION TRADE
1 0.000 0.000 0.000 0.000 0.000
2 20.450 8.507 15.723 21.313 50.259
3 27.816 8.005 16.749 22.002 62.226
4 30.691 8.256 14.793 22.789 66.355
5 31.797 9.171 14.602 21.194 67.942
6 32.117 9.405 14.936 19.972 68.579
7 32.132 9.597 14.916 18.846 68.839
8 32.034 9.828 14.860 18.193 68.946
9 31.908 9.963 14.905 17.802 68.989
10 31.788 10.070 14.945 17.637 69.007
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