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Abstract:

Most modern economic studies agree that domestic and foreign savings are the
basis for economic growth and development in developed or developing countries.
Achieving the economic stability of requires the sufficient financial resources to finance
productive investment and contribute to raising the rate of growth.

The FH puzzle (Feldstein & Horioka, 1980: 314-329) on the role of foreign
capital in addressing the savings-investment gap has occupied a wide area of debate and
debate among many economic thinkers and each has their own views of who leads the
development process, are they the resources that The country acquires it locally or
external flows, and which is more influential in local investments, which paved the way
for the emergence of many ideas and applied developments to test the validity of this
dilemma by explaining the transfer of international capital between countries.

The research deals with the problem of increasing capital flows internationally
across countries, because of its positive effects on the economy as it enables decision
makers to allocate resources more efficiently, and to give more scope to manage risks
and respond to external shocks. On the other hand, recent opinions have emerged
against it, indicating that the increase in the movement of foreign capital may increase
the possibility of sudden repercussions in capital flows that destabilize economies and
cause financial crises, for example, the Asian crisis in 1997 and the Turkish crisis in
2002 and the global crisis 2008.

In this paper, we have reexamined the long and confusing relationship between
domestic savings and investments in twelve OECD countries (Denmark, Finland,
France, Germany, Greece, Italy, the Netherlands, Spain, Sweden, Switzerland, Turkey,
the Kingdom) US) using double data models for the period 1980-2018 and using the
Generalized Placement Systems (SYSGMM) method (Arellano & Bover, 1995: 29-51)
and the results showed that they are fully consistent with subsequent studies and
contrary to the FH hypothesis.

Keywords: Savings and Investment Puzzle, Capital Inflow, Generalized Method of
Moment GMM.
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OECD Members

Variable

Flsher (Level)

lags

x° p-value

INV/GDP

1 | 36.5676

0.0483

GRO

1 [102.4118

0.000

INFL

1 | 72.9830

0.000

SAV/GDP

1 | 37.5203

0.0388

FC/GDP

1 | 72.7849

0.000

.(Stata 16) z=<b_» Gls 3 e e YU il dlae) e Jsaadl 1 jaaall

Lo i ) A8 o) I et Las (5 siaall Nie 3 e $0all il () ey
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& yidiall Jalsil) @) Ll |3
Johansen Fisher <l yidall Jalsill jLid) i :(2) Jsaal)

OECD members
Variables: INV/GDP FC/GDP SAV/GDP GRO INFL
Tests Fisher Stat. Fisher S_tat.
*(from trace test) | *(from max-eigen test)

Ho |Hy| C.V. k=1 C.V. k=1
r=0 |=1|107.8| 0.0000 65.98 0.0000
r<i|=2|56.60| 0.0002 31.13 0.1500
r<2|=3|3757| 0.0383 23.71 0.4780
r<3|=4|2478| 0.4178 17.65 0.8196
r<4|=5|20.70| 0.6563 20.70 0.6563

Probabilities are computed using asymptotic Chi-square distribution.

O s il ksl Johansen Fisher olia) &= (2) Jsaall jelay

ol ydise ad o) 330l Gl el o JaV) sl @l e JlSS Al JBY) e cllia

A kaill g 585 138 5 ¢ yaaall Gl il G Aglle Alan) 4y 5iaa el Trace, Max-eigen

GEdle A saill g JAAY) LY Jie 4K Gl puatial) G QR o) e dpalatdy)
Sl bl b S Jadasall o ks Ja¥) AL sk

SYSGMM aladialy glasty) < Lad) 4
SYSGMM pladiuly jlasiy) pasi il 1(3) Jsaal)

INVGDP | Coef. | ° P | savGDP | Coef. | tvalue | P
value | value value

GRO | 0.118 | 10.59 [0.000 | INVGDP |0.987 | 134.809 | 0.000
INFL |-0.011| -5.39 [0.000| INFL [0.019| 8.17 |0.000
SAVGDP | 0.888 | 70.816 [ 0.000| GRO |0.122| 9.73 |0.000
FCGDP | 0.570 | 3.412 | 0.000 | FCGDP |[0.998 | 37.490 | 0.000
Constant | 7.270 | 39.66 | 0.000 | Constant |5.033 | 22.71 |0.000
Wald chi2(4): 927942 | Prob >chi2: 0.0000 | Wald chi2(4): 16916.15 | Prob > chi2: 0.0000
Number of obs: 464 | Number of groups: 12 |  Number of obs: 464 | Number of groups: 12
(Stata 16) g=bi_» Gla jae o slaie Yl ofiald) slae ) (e Jsaal)
gl il (e dlaa oDle ] Jgand) jekay
13 S sl Hleiiny) 3 (SAVGDP) (Aaall Jany) 53l o s 5 4l Laga Tyel JaaDs
FH 4 8 ae Gl 138 5 A 5o dilian] 4y gine D3 (IS5 %89 Cialy Cus laa Alle duus
b5l O shaill AL ddaa e Lol s shaia ol lea Sllia asiiall Jsall o) (ha

233



2020 /3¢ (52) aand) (16) sl /AaLaiBY) g 4y 1Y) a sladl oy S5 Ao /alali®y) 9 5 )aY) LS /iy S5 Aaaly

) LYl b WS el gl (FCGDP) iad) cliall Luad T3 s o)
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sl o o)) Cua ¢l gaill aly ) () 5 pdlae e B ) ey (525 Lo ¢ sina dilian)
s dlee el Alle Lk Lo jliia ety (gobiail ) il Lol datiie delia 52
O ey LS V) Al sl day je o jliie (38aS (e LgiSad ol i 430l 4 laliin) A
Jo gl Complementary Alaall Ol yaaall JoS8 daa Al coladntl) o) 4l Adaleall  pass
Adle dilias) 4 sinar 5 (%99) Cualy das 50 5 LEL 33 Jalae eda 3 el jlain)

:Hurlin-Dumitrescu J4a) aladialy Lud) M) 5

Table (4): Dumitrescu-Hurlin Panel Causality Test Results

The D||Tect|o_n of Wald Test | Probably | Lags | Relation Result

Relationship

GRO — INVGDP 6.19378 0.000 1 SENEN
INVGDP — SAVGDP | 5.68597 0.000 1 EEMEN
INVGDP — FCGDP | 6.73737 0.000 1 EEMEN
SAVGDP « FCGDP 6.15957 0.000 1 4l

5.49182 0.000 .
GRO — SAVGDP 2.50600 0.0015 1 FEMEN

(EViews 11) zebin Sla sae e dlaie YU Gaialll dlas) e Jsaal)

OECD members

GRO GRO INVGDP INVGDP SAVGDP
INVGDP SAVGDP SAVGDP FCGDP FCGDP

A8y datil 5 o slail) daliia Glaly de semal Al A8 il 1(1) Jadadiall
gl ) 5a¥) Gany odlef Taladall 5 J sl e sy
Cld A o285 Cadaadl LAY L) ) (GRO) seill (3o 4nii 4w 4e Sllin
O 2l O s coulaall SV Sl A Y ol il Ty sall o o) canl g olal
S dsad DAY A sl sda g LAY ol ) &5 2 dl Ao Jagie 3Ly ) gam sadll
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