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The Data and Methodology:

Annual data (1993-2016) of real per capita income (GDPPC), real imports (IMPORT), real trade deficit
(DEFICIT), consumer price index (INFLATION), real credit to the private sector (CREDIT), real bank
deposits (DEPOSIT), and real foreign exchange deposits (FOREIGN) are used in the analysis.

The basic models specifying the role of remittances are expressed as follows:
GDPPC; = ag + B1REM;+ &

IMPORT: = ag + BiREM:+ &;

DEFICIT: = ap + B1REM+ &

INFLATION; = ap + B1REM;+ &

CREDIT: = ag + B1REM; + &

DEPOSIT: = ao + BiREM;+ &

FOREIGN: = ap + B1REM;+ &

where, REM is real remittance inflows, t is the time period (1993-2016) and € is the error term. Finally,
all of the variables are in their natural logarithm form.

The focus of this analysis is on the parameter B. If there is an impact of remittances on each variable,
the term B will have a positive sign (B > 0) in all expressions.

In such an exercise, the usual techniques are applied and these include, stationarity test, co-integration,
Vector Error Correction Model (VECM), Granger Causality, and variance decomposition analysis.
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TABLE ONE
Stationarity Tests

Dickey-Fuller Philips-Perron
Level Al Level TS
Difference Difference

Variable
REMIT 3.763 -2.853" 3.763 -2.853°
GDPPC -0.903 3.503" 3.503 -3.394™
GDP 2.429 -2.946™ 6.880 -2.916"
IMPORT 3.303 -2.316" 3.303 -2.392"
DEFICIT 0.986 -3.240° 2.055 -3.225°
INFLATION -2.150"" -7.208" -1.996™" -7.246°
CREDIT 7.223 -1.844° 6.317 -1.765°
DEPOSIT 5.604 -1.531° 5.603 -2.413°
FOREIGN 2.792 -3.981° 3.908 -3.981"

* ¥* and *** imply significance at the 99%, 95%, and 90% confidence levels.

TABLE TWO

Johansen Multivariate Co-Integration Test

REMIT & GDPPC

H i . -Ei
ypothesized No Max !Elg_en Trace Statistic
of CE(s) Statistic
None® 14.934* 17.617*
At most 1 2.683 2.683
TABLE THREE
Johansen Multivariate Co-Integration Test
REMIT & GDP
H i ; -Ei
ypothesized No Max !Elg_en Trace Statistic
of CE(s) Statistic
None® 15.009* 17.582*
At most 1 2.573 2.573
TABLE FOUR

Johansen Multivariate Co-Integration Test

REMIT & IMPORT

H i ; -Ei
ypothesized No Max !Elg_en Trace Statistic
of CE(s) Statistic
None® 12.661** 15.631**
At most 1 2.970 2.970
TABLE FIVE

Johansen Multivariate Co-Integration Test

REMIT & DEFICIT

H i . -Ei
ypothesized No Max !Elg.en Trace Statistic
of CE(s) Statistic
None® 16.537* 22.714*
At most 1 6.176 6.176
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TABLE SIX

Johansen Multivariate Co-Integration Test

REMIT & INFLATION

Hypothesized No. Max-!ilg.en Trace Statistic
of CE(s) Statistic
None” 7.384 11.405
At most 1 4.021 4.021
TABLE SEVEN

Johansen Multivariate Co-Integration Test

REMIT & CREDIT

Hypothesized No. Max-!ilg.en Trace Statistic
of CE(s) Statistic
None® 13.641* 13.806*
At most 1 0.165 0.165
TABLE EIGHT

Johansen Multivariate Co-Integration Test

REMIT & DEPOSIT

Hypothesized No. Max-!ilg.en Trace Statistic
of CE(s) Statistic
None® 14.160%* 15.627**
At most 1 1.466 1.466
TABLE NINE

Johansen Multivariate Co-Integration Test

REMIT & FOREIGN

Hypothesized No. Max-Eigen . ..
yp of CE(s) Sta tistgic Trace Statistic
None® 14.533* 20.107*
At most 1 5.574* 5.574*
TABLE TEN
Estimates of VEC Model (REM & GDPPC)
Variable Coefficient Std. Error t-statistic
Aect -0.249 0.100 -2.467*
AGDPPC(-1) -0.712 0.224 -3.181*
AGDPPC(-2) 0.337 0.301 1.119
AREMIT(-1) 0.192 0.175 1.094
AREMIT(-2) 0.443 0.184 2.408
Adjusted R-Squared 0.614
F-Statistic 6.037
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TABLE ELEVEN

VARIANCE DECOMPOSITION OF GDPPC

Period GDPPC REMIT
1 100.000 0.000
2 93.366 6.633
3 94.689 5.311
4 83.952 16.047
5 81.935 18.064
6 80.022 19.977
7 79.265 20.734
8 79.671 20.328
9 80.447 19.552
10 80.792 19.207

TABLE TWELVE

Pair-wise Granger Causality Tests

Null Hypothesis F-Statistic Probability
REMIT does not Granger cause GDPPC 1.272 0.307
GDPPC does not Granger cause REMIT 6.983 0.006
TABLE THIRTEEN
Estimates of VEC Model (REM & GDP)
Variable Coefficient Std. Error t-statistic
Aewt -0.100 0.068 -1.439*
AGDP(-1) -0.297 0.215 -1.378*
AGDP(-2) -0.187 0.185 -1.011
AREMIT(-1) 0.018 0.204 0.091
AREMIT(-2) 0.304 0.151 2.005%*
Adjusted R-Squared 0.448
F-Statistic 3.575

TABLE FOURTEEN

VARIANCE DECOMPOSITION OF GDP

Period GDP REMIT
1 100.000 0.000
2 93.838 6.161
3 89.606 10.393
4 85.872 14.127
5 85.957 14.043
6 87.076 12.924
7 87.910 12.089
8 88.686 11.313
9 89.301 10.698
10 89.648 10.351
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TABLE FIFTEEN

Pair-wise Granger Causality Tests

Null Hypothesis F-Statistic Probability
REMIT does not Granger cause GDP 3.342 0.061
GDP does not Granger cause REMIT 0.062 0.940
TABLE SIXTEEN
Estimates of VEC Model (REM & IMPORT)
Variable Coefficient Std. Error t-statistic
Aeis -0.427 0.117 -3.636*
AIMPORT(-1) -0.362 0.158 -2.294*
AIMPORT(-2) -0.473 0.152 -3.115*
AREMIT(-1) 0.968 0.391 2.478*
AREMIT(-2) 0.349 0.280 1.244*
Adjusted R-Squared 0.594
F-Statistic 5.629
TABLE SEVENTEEN
VARIANCE DECOMPOSITION OF IMPORT
Period IMPORT REMIT
1 100.000 0.000
2 88.599 11.401
3 62.910 37.089
4 53.734 46.266
5 53.000 46.999
6 50.999 49.000
7 49.426 50.574
8 48.655 51.344
9 47.540 52.459
10 46.547 53.452
TABLE EIGHTEEN
Pair-wise Granger Causality Tests
Null Hypothesis F-Statistic Probability
REMIT does not Granger cause IMPORT 0.701 0.508
IMPORT does not Granger cause REMIT 0.602 0.559
TABLE NINETEEN
Estimates of VEC Model (REM & DEFICIT)
Variable Coefficient Std. Error t-statistic
Aeit -0.516 0.156 -3.299*
ADEFICIT(-1) -0.264 0.159 -1.656*
ADEFICIT(-2) -0.236 0.167 -1.408*
AREMIT(-1) 1.407 0.759 1.852*
AREMIT(-2) 0.443 0.545 0.811
Adjusted R-Squared 0.530
F-Statistic 4,571
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TABLE TWENTY
VARIANCE DECOMPOSITION OF DEFICIT
Period DEFICIT REMIT
1 100.000 0.000
2 84.452 15.574
3 62.644 37.355
4 55.807 44.192
5 54.391 45.608
6 53.062 46.938
7 51.907 48.092
8 50.763 49.236
9 49.735 50.264
10 48.984 51.015
TABLE TWENTY ONE

Pair-wise Granger Causality Tests

Null Hypothesis F-Statistic Probability
REMIT does not Granger cause DEFICIT 1.465 0.261
DEFICIT does not Granger cause REMIT 0.162 0.852
TABLE TWENTY TWO
Estimates of VEC Model (REM & CREDIT)
Variable Coefficient Std. Error t-statistic
Aect -0.145 0.080 -1.809*
ACREDIT(-1) -0.118 0.199 -0.592
ACREDIT(-2) -0.329 0.176 -1.867*
AREMIT(-1) 0.237 0.254 0.932
AREMIT(-2) 0.404 0.193 2.092*
Adjusted R-Squared 0.514
F-Statistic 4.356
TABLE TWENTY THREE
VARIANCE DECOMPOSITION OF IMPORT
Period CREDIT REMIT
1 100.000 0.000
2 60.613 39.386
3 55.871 44.128
4 45.315 54.684
5 38.512 61.487
6 32.641 67.358
7 30.200 69.799
8 27.169 72.830
9 24.812 75.187
10 22.798 77.202
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TABLE TWENTY FOUR
Pair-wise Granger Causality Tests

Null Hypothesis F-Statistic Probability
REMIT does not Granger cause CREDIT 3.770 0.045
CREDIT does not Granger cause REMIT 2.020 0.165
TABLE TWENTY FIVE
Pair-wise Granger Causality Tests
Null Hypothesis F-Statistic Probability
REMIT does not Granger cause INFLATION 2.453 0.118
INFLATION does not Granger cause REMIT 1.667 0.219
TABLE TWENTY SIX
Estimates of VEC Model (REM & DEPOSIT)
Variable Coefficient Std. Error t-statistic
Aeis -0.225 0.109 -2.057*
ADEPOSIT(-1) 0.369 0.326 1.133
ADEPOSIT(-2) 0.318 0.230 1.383
AREMIT(-1) 0.219 0.248 0.883
AREMIT(-2) 0.305 0.220 1.389
Adjusted R-Squared 0.577
F-Statistic 5.324
TABLE TWENTY SEVEN
VARIANCE DECOMPOSITION OF DEPOSIT
Period DEPOSIT REMIT
1 100.000 0.000
2 82.246 17.754
3 81.465 18.534
4 74.729 25.271
5 73.331 26.668
6 70.484 29.515
7 70.304 29.695
8 66.965 33.034
9 65.341 34.658
10 62.933 37.066
TABLE TWENTY EIGHT
Pair-wise Granger Causality Tests
Null Hypothesis F-Statistic Probability
REMIT does not Granger cause DEPOSIT 1.235 0.317
DEPOSIT does not Granger cause REMIT 0.720 0.501

252018 L130 | Lajsiad bule cilolxy) :onsa ¥l uisdl o¥lgs cbalatsl




R
&
WY Jaullala by ol gaiio

\ JORDAN STRATEGY FORUM

TABLE NINE
Estimates of VEC Model (REM & FOREIGN)
Variable Coefficient Std. Error t-statistic
Aect -0.516 0.195 -2.639*
AFOREIGN(-1) -0.749 0.159 -4.704*
AFOREIGN(-2) -0.440 0.161 -2.728*
AREMIT(-1) 0.209 0.523 0.399
AREMIT(-2) -0.235 0.354 -0.663
Adjusted R-Squared 0.675
F-Statistic 7.593
TABLE THIRTY
VARIANCE DECOMPOSITION OF FOREIGN

Period FOREIGN REMIT

1 100.000 0.000

2 72.038 27.961

3 68.953 31.047

4 73.448 26.551

5 63.689 36.310

6 65.254 34.745

7 64.988 35.011

8 61.613 38.386

9 62.711 37.288

10 61.580 38.419

TABLE THIRTY ONE

Pair-wise Granger Causality Tests

Null Hypothesis F-Statistic Probability
REMIT does not Granger cause FOREIGN 2.757 0.094
FOREIGN does not Granger cause REMIT 0.990 0.393
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