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.(Darrat, A.F. 1988) ¢s_ladll () jaall (2 Jaall ana aiiid iy ) 5l e llal)
Foreign exchange ) Jua) Gl Ao byl ga 393 9 aa ia¥) cdlaad) A& Jaxil) 2
(intervention with Capital Controls
Ueall Co yn o o daga @l il iaW) Goyoiall s (35 8 A @llia
Cm2 3306 (EBA CA Model) dingie O 3 s lall laall e o550 i (53l 5 dlaal)
(FXI) Jiiai o5 «(FXIT/ GDP ratio) 585 5_sedi e JA (e il o34 e V)
e b ame lea¥) sl zlil) I A s dpia ) callalgay) el DA e
o 258 lla (IS 13) 1 da8 330 53l (Index of Capital Controls) ! ul ) s
Al el 5 A8 a (B s an g clllia GISIY iea g cJlall (1l 38 5a
bl U8y S5 Y Y S Jall Guly s A gl A el 3kl Y Tl
Glaall e oAV clupndl 5 4AS e il e 815 e Al (g lad) Gl e
& Al 0 5SH Ol ed) s (s ) AS pad Aalidg s 2 sa g ie (Ul di e skl

3 A dga s alaedl aiad Jlaal s o) Claaldl e jilie 5l pia V) cBleadl (§ g
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Ot () (5355 Ca g ) (e A€ ldalia) oS0 53 sl Ll (ol AS e
.(Phillips et al. 2013) «(Cubeddu et al. 2019) ¢_ladl Cluall 3
Aaa¥) Aaall Ul (e 4uiS (Private Credit) oald) gUadll oLyl 3

BB G Eia e ) Jad) gl ) A Galal) ¢ Uil Gleisy) aladial L
B ol ) sam Lae Qa1 83l & ey laall allall 5 3a o Sy laisY)
(el 5L Gl 31 31 Sl (i old el aa s (Chen et al. 2016) o) bl
oo Sea ! sl glil) U dy il alall g Uadll L) ol jail aladt iy Gl
Ay palal) Ay ) Jau sial)
W (e 4uiS (Public Health Expenditure) 4aall o agSall W) 4

ey sl

Al JlaaW) sl 8l e dp i€ Al e o sSall GLaY) alads ) o3
cellall ada gial

(Non-policy fundamentals) 43uai®y) clubudly ddagi jal) 8 ) ital) 2.1.1.4
(Net Foreign Assets) 4xial¥) Jga¥) Ala 1
A5 e M) il U s Aia¥) sl a 8i3e 2 sall (paiay
S5 )OS Le ol Aia¥) Jsa¥) s ol lan Jaall s 8 i) ey
:JUIS ((Chen et al. 2016) tuSe 5l L sl g lall Clual) e
Sl Blse e dpial¥) J sl ila (e dlle @il sive Ll L) Glalll Juasio (Y
Gluall s NFA On 403,k 48le a5y Julls gl cluall 8 cuaas Ul
.(Cubeddu et al. 2019) ¢\l

Jasi o (NFA) duia¥) Jpa¥l o oo dille il sive Leaad ) olalill (K Ll
i e dglle il gl Ll A1 laldl Z st s o lal) luall 3 5SH jae Ll
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O oSt o lal) a8 el saa )i e Lliadl L)) (NFL) dniaY) o seadll
(gl luall s NFA O e A83e a5a 5 (MUl Letlal S s

W () A (NFA) Lasin ) J sV (Al ialy) G ) 500l dail) e 5

Closall 8 (i & gia 31 .39 A s ¢ i Bas) 5 3y sie Adais laiag Jlaa¥) ol

ol

Oy 3 s olall laall (5155 e NFA 3 haall s 5l Leayl 73 gl a5

han) (0 %60 Al (e JETNFA (5 sine 58 Latie a5 (g sbans Tiat 5 1 i Lz
) (0 %60 Al G STNFA (s simse 55 edie jia s e eyl sl il
s alaDl iy i e Ay i 5 A i) o3 apaa 5 38 5 ¢ Jlaal) el il

A gall 450 hae (B Apa gae A g2 amal Alle Ja gy (e ) g cMaastricht Treaty
i) 138 e Cangll s da g il aalS  Maa ) Asall gilill (10 %60 A slaii Y guaall
saaf paend ) dalas Olalll G ) e Las «mlaall e 5 -dlaal) 5V LGN 5a
Joa Al Lalainl Tanags J< Glld (Y s Zad e Lglal 3301 0 585 Ladie 5 jlad) sl
(Productivity) 4alidy) 2
So Slea) sl zll) Aoy (s Al g calall gl Apaliny) (5 sl aladil o4
<13 Ol (Ll Gl yAS a A ALY (s sise g Sleliia ¢(64-15) 4 el Ll S
S et I Gille 35 ge Gaiatl Aaddiall Laliy) i lalid) i 55 Alal) dealiay]
6 sine s LS 5 ladl colual) 8 dadi ye baa )l @llial ) dllad) dpalisy) il
Aasdial) dualiyl cld glalil) ) JWdl Gl Gdas 2l Ao JWdl (il ) 38 s 2 zhay)
.(Moral-Benito and R6hn, 2016)
O () LSOV L8 cJlall Gl ) ASpa e o s asa g b G s el aag
AL e Usal & Allall aliy) oY 1500 Bsa se O Y 3 (5 lad) il ual) s dualisy)
SNl ) Al 5 el saa )i ¢ i )L Jadi yi <o 5 (Tradable Sectors) 3_aliall
4l gai 531 13) Ll (Cubeddu et al, 2019) ksl luall 8 daili ya 32 )
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<8 9w (Appreciation) <8 _—all x g lé ) ) (5alid] AL cileUasll (ja) 2l yal)
ol Cluall 3aa )l (aiass
(Demographics) 4xilSad) 4us a3 3

Age Old) 43 s ill AleY) 40 5 ¢(Population Growth) (SSadl gaill aladia &3
Lalll ey Jaladll 8 (Aging Speed) 43 sax 3l e w5 «(Ratio Dependency
Jal A W gae Lol cplladdl &0l (e eV e canll cald ylalal) ld Ay ylasl)
3t 2 iyl S ) il Y e a5 el A it (5 jla b 32n  g
O Faaddia Bava b Aadi e Alle) il sinie 5 43 53080 s (B QIS e ST panas e
.(Cubeddu et al, 2019) sl cluall

Ll i s a5l bl e W) dandl 5 e "38 pa08ll Ao jut ydise Janyg
Jalxiall Jaadl 3 el T 5 2 0ad) AMle W1 A pe Je il DA (e il ol 0l jaaall e
.(Overlapping Generation (OLG) Model)

:(Growth forecast) soill lad g3 4
Jsall o1 3 eda giall (gaall & adal) el Asall 3l Cilad 65 3 gaill ety
aaly Laa Jalall ) Jlall Gl caldds e 2y 3all Al ) e il e ) clad i) <l

.(Cubeddu et al, 2019) solall Cluall st

:(Country risk) 2l Jhlda 5

sl Jalall Glily de gana e all ICRG Institutional Index g slaie ) &3
2 . - - o F
b gie Jiag A5 ¢ Jilaill 4 (International Country Risk Guide) 4 kdll jlalasll
let s S e duued
.(Socioeconomic Conditions) 4baB¥ 5 Liclaia¥l cay bl ]
.(Investment Profile) Jlaiiu¥) Cale
.(Corruption) 2tudl)
.(Religious Tensions) 4xad8y) il jlarzay)

.(Democratic Accountability) 4kl il s Lol

[T O TR Y
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RO A EPRUIT N (S| GNP N I | PR ON ev DRSNSV LY - D PO
Z AN Ol Gl i 3aly 5 8 sl Law ¢ ST jhalaa e (g shaii Ll e 415l
.(Cubeddu et al, 2019) sl Cluall & saxill
s Jlad) g Jadil) e il yalall L6

(A3834) B3Il ye 3 )l gall ge Jladl g Jadill 3 lad (aild G Je laall alaai ) S
Ol OSay Ll Jadill JA0 (e ¢ 3 ) prdall 138 528 (Resource Temporariness)
Lol 320 Jy ccuad Sl adill 3 a3 (e (il i gall Jaily W 5 aaall alil la ja
2 ) sal) aﬁygi)m;;&d\ PR EEnA| aAJ\)ALoﬂgL@.gée.JALa:\‘éﬂ\:\L)Aﬂ Dlie ) A
(30 5all 038 e X5l a1 ) Uy Ay Ll
(Cyclical Factors) 42 Jal s2d) 3.1.1.4

o Al s s olall sl s e € IS 50 4 5l Jal gal) 355 0 (S
Jarall g lall Cluall (ulie FELEY el (5 jladl Cluall dua ) (e 5 a8l La JBT 3y a3

5l Jal sall o3 Jaii s Jaws siall saall e 3Ll 5 (cyclically adjusted) b s

:(Output gap) W 3528 1

Qllll Car ALY Qﬁ)\;l\ sl ‘53 Lﬁ)}ﬂ‘ ¢ al) Lalaily c_\\_ﬂ\ EPEX JRCR Y
A ) (aledil s aay) sal ) ) (Rl ) ZUSY) 5 sad L ey 53l ) sl
alall 83 5 (Ul 5 el SLaiiad) e 2 3alls Jasi 53 Anlad¥) il 5528 G s
:(Terms of trade) ¢l Jalidl) gl 2

e el e el bl iy Gl il 5 cadad] (5 laill Jalal) Ja g 8 3 saill aadiany
8 ) sall il yuall e VAN g kel ZLY) (5 gise e Steliia cal ) e il
Y5 el Jaliill Ja g 8 8 Ja¥) b _ppead LI 55 o @ sial) (e 3 s lall laall
ol Claad) e dunlul) alud) 8 Lo
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el 48y pha g dinl) 2.4

-2000) 38l JA 4 g il phadt il (2, (ol Gl 3 i s o
axa 33023 3) | a0 el 1S5 Al aa) i A g 16 — il cla S 3) (2022
Lol ASLaall) o sl o34 5 S 5l a1 i 5 lad by (<05 el
(Ol il Uy S (LS 5 el cpaal s pa¥) Bamiall LY 1 ¢ yomn s pu
oesial o 30 (U gial e 30la L 3350 ¢l pun gmn iy 3 el 55 ecoiin ¥ eyl
Y 8 A3 JST @l siaaal) s <l ,alall 5 jlatll ana cive i 8 saas o 5 5Y1 o3
R

235l iyt maen il e J geanll G jalas e paall e a2 LS
S0 OYA Y1 G el cluall 3oa8 i ol aY Al b sl mealy il
a8 e ) pliall (dgall adill (§500a by e IS e Jaili Al ¢(2022-2000)
Gliln Bac 8 83 ) gliial) Cililull de gana ) ALaYL ((WEQ) drallal) alady) iyl
Philip R. Lane and J# (= W3l o3 Al 5 (External Wealth of Nations Dataset)
J oDl dasigas dadie Gl a8 el Cua Gian Maria Milesi-Ferretti (2007)
L siws Ghasdll «(Chinn-Tto Index) sises cbasiall aaY) Cilily ac) 5 cdpia¥) o sasdll
o alaie Y el 1) ol 7L (5 siva Gy 3 5 ((KAOPEN) by 32c8 d
Exchange ) Jsdl on Qlldl clleadl Jea Jsall asill §soual gsuall il
Al Ailasyl dxal yall 5 ¢ (Arrangements and Exchange Restrictions, AREAER
sl el cillaia g «(BP Statistical Review of World Energy) J# (s allall 8
World Development Indicators, )s (World integrated Trade Solutions, WITS)
5_3Lall ¢(International Country Risk Guide, ICRG dataset) ) 4dLayb «(WDI
s . Jsll (& Lhlaall Gl ey Slly J365 s (HAVER daala clily sacl (o
L jalan s il 8 Gasdisall il uaiall (1) pd ) Jsaal)
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Jalaill 8 daddiisall il yuadall o(1) J g2

Variable Source

CA/GDP WEO
External Wealth of Nations Database by Philip R. Lane

L.(NFA/GDP) and Gian Maria Milesi-Ferretti
L.Output per worker WEO, UN population, PPP GDP/Population(15-64)
Capital control index
(between 0 and 1) http://web.pdx_edu/~ito/Chinn-lto_website.htm
based on Chinn-Ito p: pax. - )
index
Oil trade balance/GDP WITS
Gas trade
balance/GDP WITS
Oil resource
temporariness index / BP Statistical Review of World Energy
Norway index in 2000
Gas resource
temporariness index / BP Statistical Review of World Energy
Norway index in 2000
Dependency ratio UN population, Population (65+)/Population (30-64)
Life Expectancy at .
age 45 UN population
Life Expectancy at
age 45 * Future UN population
dependency ratio
Population growth UN population
GDP growth-forecast WEO
in 5 years
Share in world WEO
reserves
Terms of trade of COMTRADE
goods
Trade openness COMTRADE
ICRG 12 Institutional https://dataverse.harvard.edu/
Index (0-1) dataset.xhtml?persistentld=doi:10.7910/DVN/4A4YHTPU
Output gap WEQO, or HP filter
Private credit/GDP WDI
Cyclically adjusted FAD (Fiscal Monitor), WEQ, or estimation
fiscal balance
Imports of goods and
services/GDP COMTRADE
Exports of goods and
services/GDP COMTRADE
Public Health World Health Organaizaion
Expenditure

olialdl dlae) : aadll
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GLS: poo]ed) iaarall 5 —all Glay yall 48y Hha e\.l';:\__u\_) CJ)A.\M 383 px 28 o
Glowal) Glaasse o) cwn M g AR (1) ges—al v ¢(Generalized Least Squares
.(Cubeddu et al. 2019) ¢aa¥) o 13 Lol ) A @llia 5 jlall

i) 73 gl uills 2.4

e ol liall 23 sai & da ol lasaVl el gl jasall il ¢ el 12 8Ly
plare O LS cdaal a4 Hlaill e le (S 5y i) ilis ) 63 3] 5 ladl Ll

el =3 1(2) s

average

Policy Variables
. Coef. | Std. Err. P>|z|
Variable
b se p-value
Cyclically adjusted fiscal balance, relative to world 0434 | 0.119 3 646 0.000
average
- — -
Change in reserves/GDP*K-Control, relative to world 0574 | 0.123 4.657 0.000
average
(private credit/GDP)demeaned, relative to world average -0.025| 0.004 -6.554 0.000
Public Health Expenditure, relative to world average -0.735| 0.256 | -2.867 0.004
Non-Policy Variables
L.(NFA/GDP), relative to world average 0.386 [ 0.120 3.212 0.001
L.(NFA/GDP) interacted with <-60% dummy, relative to 0123 0007 |-17.163 0.000
world average ) ) ) )
- -
L.Output per worker*K Openness, relative to world 0528 | 0.045 | 11.666 0.000
average
Population growth, relative to world average -0.180| 0.054 | -3.307 0.001
Dependency ratio, relative to world average -0.118| 0.029 | -4.091 0.000
- - -
Life _Expectancy at age 45 * Future dependency ratio, 0059 | 0.035 1.707 0.089
relative to word average
GDP growth, relative to world average 0.080 | 0.086 0.930 0.000
1 *
Oil and T\_Iatural Gas. Trade Balance Surplus*resource 0248 | 0471 0526 0599
temporariness, relative to world average
ICRG 12 Institutional Index (0-1), relative to world 20.090| 0127 20.709 0479
average ’ ) ’ )
_cons 0.002 | 0.002 0.993 0.321
Cyclical Factors
Output gap, relative to world average 0.182 [ 0.036 5.010 0.000
- " -

Commodity ToT gap*Trade Openness, relative to world 0691 | 0853 0.810 0.419
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ApalaiBY ) Cilabandly Aasi jal) il paialls Gl Lo 3 gail) a8 iy oaiill B g 5 casle
a5 Ay e Adadiy allall adas siad dpailly (550 IS8 Jasal) Il apa )l gLl G
B 5 4y sie Akt Jlall sl da) sam ae She il dpia W) Dlerd) 8 Jail) yiie 8500 50
ihii 0,57 540 5% 4dadi 0,43 s bl ) AaS g lall Glaall ae 3005 ) (g2 50
() A Galall g Uadll Glati¥) padial Haall daleall sody (o (o8 il e 4 5
dadsy Ay Ul s gie e Galall g Uadll Glaiyl cal adl sal ) of ) Alaa)) sl
N Jall xS g olall Cluall (3 a4y 5ie 3dali 0,025 () sa O e 3aal 5 4 5
Gluall (8 Hoaxt ) (555 g Baaly 45 5ie Aol davall o e sSall Sla) saby)
A5 dass 0,735 s s
Ailiie il Coela 288 AplaiB¥) bl dadijall e Gl juiadl Gla Lad Wl
O JS (8 il G ) 3ol Aaiill 585 3) ApalaiBY) Ay lail) ae 438 sia Lgases LS
Gl o saill cilad g5 353k 31 g o Jlaa¥) ) mlll ) ds Lpia¥) J sV ila
Gaila (A e sV Ga 535 AS (B A ey e Al LpaliV) (5 giue 33l ) 5 dass sial)
Uy nime 2350l Ao e pdise ) ALYl 138 ¢ ladl s dadil) 3 )lad & Gmildl) aS) 5 gaa

sy olall cloall 8 Gy () i 83a 5 4 sie Adad latay Adlall e ) dows B

0.0595 s 4kasi 0.248 5 45 ddadi 0,528 5 4 s 4dadi (.08 4 e Adad 0,386
(s e A e ddas

Sl gaill o A Al V) s A B 5 4y e ddadi 304 ) O z3sail) ah (s S
0.185 450 4dasi 0,12 M snr solall Gluall 8 ganty Jasi jin Hhalaal) yiye ded
AV JsaV) gilal Jhall je il G kS gl e 45 gie 3483 0,09 5 & s Adais
On J8 o) sina 05 Ladie dpia¥) Jgea¥) la 3305 O (i gl Claall )15 e
4dads 0.12 (M sa O 3aal 5 45 s Adads laiay (Maa ) sl w5l Jea) (00 %60 i
ol Cluall 8 ) a5 4, 5

la BT &y et Caag ¢ lad) clwal)l i e 4y al) Jal sl 3 udas ie L

Lsd Janall (sl lwall Guliia (31831 5 el 5 lad) il 2y ) (g 5 84l)
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L}“‘Aﬂ‘ :j ‘_A\ ‘)Jﬁ..d\ d.q\.uj\ _)\.fii Jad .Lujld\ Lgd.d\ ‘_As: .I\Lud\} (cyclical]y adjusted)
ZUEY) (551 ase g Aleliie dlull (g jlaill Jalgill o g 555 gad 5 VY 5 gad e JS B
0.85 4520 4dadi (018 saiy solad) lawall (8 a3 ) (5255 4 e ddali laiay (5 jlaill
(s e 4 sie ddads

ol luall 58 8 el ) @l ppsial) 5l (2) 5 (1) JSEN eday s

i) ‘_g G paial) el (1) Jal)
% CA: Contributions to Fitted Values

0.15
0.10
0.05 I I
E = ---ll-----l.-. I B
0.00
-0.10
-0.15
-0.20
O N IV O X IHI OB A DI VN NIV IO X H 0N DB IO NN
NI SR IR NI SRR N RN TN SN SO SN N SN R N SN T2 A%
e I S S S A i N M S S R A R S
Fiscal Balance mmmmmm— Change in reserves s NFA
mm—— Output per worker s Oil and Gas Balance mmmmm—— Demographics
= VIX, Share in world reserves, K openness === GDP growth = Commodity ToTgap*Trade Openness
I nstitutional Index output gap Credit and credit growth
Constant == e= == = CA-Fitted CA
olaldl dlac) 1 Haadll
0/ . . .
o1s CA: Contributions to Fitted Values
0.10
0.05
0.00
-0.05
-0.10
-0.15
-0.20
O N IV I IH OB DPOI N VNIV IO X HE 0N SO NN A
S NN T NS AN NSNS VNS QY
e S S S S A R S N M S R A A S
s Constant = Policy Variables s Non-Policy Variables
Cyclical Components @ e» e» CA-Fitted — C A

olialll slae) s Haaall
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JSi Janall Al a5 il ) @l e G ALl o) il e JaaDly 3
Al 83 S daalue o) jelas «(Change in Reserves) <lbblia¥l & il g o )90
o 3 sl 3 i) (s Al Ayl we (381 55 Le sa 5 sl laalls sl
STl Glaall saa )l g daladl Al 3aaa )) Gu Bals yY1 (50 1) 5a3 Y1 Jlal)
Sl G s gl ) (558 e o 8 8l LuiaY) Cleal) 8 Jadll ()5S
el prtall g Ay ) Gl yukia g ol O A Raaae <l il Cilaal sl (2)
aa b 4ol a8V el A8 Cld @l el of L5 Ay sall Jal sal 5 Al
Aol lasnd) QU AT ) paslad S50 3 3 a5 s lall laal) 5 gd o Ll
IS8 S ) e e yladll 1S 5 8l ol AalaBV) byl ce &5 laa (a8 b
nlalall 0 s ¢ latin¥) ala ccnile Unill it Jie Y (o aall 3 S
Benchmarks for ) 4uba®y) clubwdly ddad jall il piall L) 2l aaa5 3.4
(Policy Variables

JiaY) (5 s all i g aludinl () g ladl ol all FiaY) (5 51 usall s Callay
Zsad & Ae il (Policy Variables) daloai@y) cilule wlly ddasi jall &l paiall
callall il giall e Ldl jas) Giludia) JA (e st &3 ol aiall o3 () 3] ¢l al)
A Aslaall JMA e

Policy gap i = Coefficient ; *(( P it - P wo iy)-( P* it- P* wo i)

03

el dna ) Jiaiall 5 ¢(f) ) bl axiad JiaY) (s siwall : Policy gap i
Y] Gl e 3 Jaxdly daall Lo e sSall GEEY) 5 550 JS8 Janal
e 0 il b Galal) g Uhadll syl
(1) el Al paial Hasal) Jaleal) : Coefficient i
2l 3yl 8 (1) (Pl sl duband) il ddadll dadll : Py
5l g adl) el o giall e (1) imall el Al juaie Gl a3l ;P wo iy

-t Al
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54l 4 (1) el (Al dulidl il (Potential) dlaisal) S ol dagdl) ¢ P it
Hodrick-Prescott Filter ) <sSuw y ¢l 058 il je aladinly W i o5 3) |t 4y )l
skl o) 8455l asll ) Gam il JUA (e bl wlall slai¥) uaail ((HPF )
il ol bl il (Potential) Adaiaall 5 &Saall dag@ll il sl 0 P* wo iy
CtAzie 3l Byl L daisadl ) Sl alladl das sial) (e
;‘éﬂ.ﬂ\ il e Gl yurdall sded e all (5 siusall ) 5 gadl) ‘):\.333?3..3‘4.:1&_5
(5.9 I8 Jarall el apa )l -
Cyclically-) @ JS—s Jaxall Jladl a1 Y1 (5 sisall 285 a3y
Jishgdau il gaall Je  allall ada s giad 42wl (Adjusted Fiscal Balance
obial Jsaally i se 52 LS < JaY)
$3° S5 Janall (Ll dpea ST AGLl) 5 528 085 :(3) Jsoa
Policy gap calculations for Fiscal Balance
Component | The Description | 2017 | 2018 | 2019 [ 2020 | 2021 | 2022
Coefficient of
Cyclically
Coefficient | adjusted fiscal

balance, relative 0.434341
to world average

Cyclically
adjusted fiscal -0.1% -0.1% -0.2% -0.3% -0.3% -0.2%
balance

Policy level
(P)

Cyclically
Desirable adjusted fiscal
( Policy balance when
P¥*) output gap equal
Zero.
The average of
Cyclically
P_wo adjusted fiscal
balance, world
average
Cyclically
adjusted fiscal
P* wo balance, world
average, when -1.6% | -2.6% -3.5% -4.4% -5.3% -6.2%
output gap equal
Zero.
= Coefficient *((
Policy gap | P-P _wo)-(P*- | 0.21% -0.44% | -0.48% | 1.09% | -0.003% | -0.4%
P* wo))

-0.1% -0.2% -0.2% -0.2% -0.2% -0.3%

2.1% -1.5% -2.4% -7.0% -5.4% -5.3%

Olalll alae) ¢ jaadll
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daall o agtall NI -

Public Health ) ia—all e o sSall GLaD JAY) 55 wall o o5
5o LS o) ysha g o sid) all e gallal) 4o il sl (Expenditure
solial J saally o se

Al o e sSall DU Aulandl 5 5ad i 1(4) Jsaa

Policy gap calculations for Public Health Expenditure

The

Component .
Description 2017 2018 2019 2020 | 2021 2022

Coefficient of
Public Health
Coefficient Expenditure,
relative to
world average

-0.73520

Policy level | Public Health

0 0 0 0 0 0
(P) Expenditure 8.0% 7.8% 7.6% 7.5% 8.1% 8.7%

Public Health
Desirable Expenditure

(P*)Policy | whenoutput | 7.6% 7.8% 7.9% | 8.0% | 8.1% | 83%
gap equal zero.

The average of
Public Health

Expenditure, 7.6% 7.5% 7.6% 82% | 8.8% 9.6%
world average

P wo

Public Health
Expenditure,
world average,

when output | 7 50, 7.6% 8.0% | 84% | 89% | 9.3%
gap equal zero.

P* wo

= Coefficient
Policy gap | *((P-P_wo)-(| 0.06% | -0.15% | -0.07% | 0.24% | 0.03% | -0.11%
P*- P* wo))

Olalll slae) 1 Haadll
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Foreign exchange ) Juall gl y Jail g e Soliia ia) claad) A Jaail) -

:(intervention with Capital Controls

el e Juall Gl day) s ae Sle Lt Aia ) Bl 3 Jaill eV (s sasall 5085 o3
bl Jpaall rasa 58 LS cJa¥) Jisha g Jaws giall
dpial) O leal) 8 JAl Aulod) 5 gad 50385 1(5) s

Policy gap calculations for Change in Reserves

Component

The Description

2017 | 2018 |

2019

| 2020 | 2021 | 2022

Coefficient

Coefficient of
Change in
reserves/ GDP*K-
Control, relative to
world average

0.57407

Policy level
(P)

Change in
reserves/GDP for
2019

14.3%

-7.1%

46.6%

7.0%

35.0% | -9.8%

KC

Capital control
index for Jordan
based on Chinn-

Ito index

0.00

0.00

0.00

0.00

0.00 0.00

P KC

=P *KC

0.0%

0.0%

0.0%

0.0%

0.0% | 0.0%

Desirable
Policy ( P¥*)

Change in
reserves/GDP
when output gap
equal zero.

16.5%

15.8%

15.1%

14.1%

13.0% | 11.6%

KC*

Desirable Level of
Capital control
index for Jordan

0.00

0.00

0.00

0.00

0.00 0.00

(P_KC)*

0.0%

0.0%

0.0%

0.0%

0.0% | 0.0%

(P_KC) wo

Change in
reserves/GDP*K-
Control, world
average

2.4%

-3.0%

5.5%

13.1%

-53% | -2.5%

(P_KO)* wo

Desirable Level of
(Change in
reserves/GDP*K -
Control, world
average) for 2019

3.3%

2.7%

2.1%

1.5%

0.7% | -0.1%

Policy gap

= Coefficient *((
P KC-
(P_KC)_wo) - (
(P_KC)* -
(P_KC)* wo))

0.54%

3.26%

-1.9%

-6.7%

3.45% | 1.37%
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Policy gap calculations for Private Credit Level
D The . 2017 2018 2019 | 2020 | 2021 2022
escription
Coefficient
of Demeaned
private
Coefficient credit/GDP, -0.025
relative to
world
average
(= private
credit/GDP -
mean of 53% | -41% | -3.7% | 2.5% | 4.4% 6.3%
private
credit/GDP)
for 2019
(= private
credit/GDP -
mean of
private -6.4% 3.8% | -1.3% | 1.3% | 3.8% 6.4%
credit/GDP) ’
for 2019
when output
gap equal
Zero.
Demeaned
private 7.9% -1.8% | -54% | 3.8% | 7.0% 10.2%
P_wo credit/GDP, ’
world
average
Demeaned
private
credit/GDP,
world
average when
output gap
equal zero.
= Coefficient
Policy gap *((P - 0.03% y y
P_wo)-( P*- 0.03% | 0.02%
P* wo))

Component

Policy level (P)

Desirable
(P*) Policy

P* wo -10.2%

-6.2% | 2.1% | 2.0% | 6.2% 10.3%

0.02% | 0.01% | 0.00043%

OUall slae) 1 Haadll
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Policy gap calculations for Private Credit Growth

Component

the description

2017 | 2018 [ 2019 | 2020 | 2021 | 2022

Coefficient

Coefficient of
(Change in Private
credit)/GDP,
relative to world
average

-0.024

Policy level
(P)

(Change in Private
credit)/GDP,
relative to world
average for 2019

5.0%

1.5%

0.6%

8.1%

23% | 2.3%

Desirable
Policy
(P*)

(Change in Private
credit)/GDP,
relative to world
average for 2019
when output gap
equal zero.

2.7%

3.1%

3.6%

3.0%

32% | 3.4%

P wo

(Change in Private
credit)/GDP, world
average, for 2019

-1.5%

0.1%

1.7%

8.9%

29% | 2.9%

P* wo

(Change in Private
credit)/ GDP, world
average, when
output gap equal
Zero.

-0.3%

0.9%

2.0%

3.1%

4.1% | 5.1%

Policy gap

= Coefficient *(( P
-P_wo)-( P*-
P* wo))

-0.09%

0.02%

0.06%

0.02%

0.01% | 0.03%

Loliabll alac) s aialll

:oUJi

Total Policy gap

(2022-2017) 3_rall A0Sl doall 3 528 1(8) Jsaa
2017 2018 2019 2020 2021 2022
0.75% 2.65% -2.43% -5.33% 3.48% 0.86%
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g Glual) 5 gad pait 4.4

Cluall 3 a8 AUl (3) 28 Sl JS Gl 5 (9) ad) Jsaadl yeday egew o o 2Ly

S \RER BN

(2022-2017) 338l (5 jlall Qluall 3 528 :(9) J 52

2017 | 2018 | 2019 | 2020 ‘ 2021 2022
CA-Actual 106%  -6.8% 1.8% 5.9% -8.2% 8.8%
i’éfilg)at_c)oln/mbmons (from 0.652%  -0.113%  -0.550%  -0.598%  -0.744%  0.577%
Contribution of Output gap 0590%  0.187%  -0.509%  -1.134%  -0.384%  0.580%
gasonmbu“on of Commodity ToT | nor0r  0200%  -0042%  0.537%  -0361%  -0003%
COVID-19 adjustor (+) 2/ 0.0% 0.0% 0.0% 0.0% 3.2% 3.2%
g‘cl?;?so?f)] temporary/statistical 0.0% 0.0% 0.0% 0.0% 1.2% 1.2%
Cyeclically adjusted CA A12%  -6.7% 1.2% -5.3% 3.1% 3.8%
Cyclically adjusted CA Norm -6.2% -5.5% 2.4% 1.1% -2.8% -3.5%
CA-Gap -5.0% 1.3% 3.7% -6.5% 029%  -0.3%
of/which Policy gap 0.7% 2.6% -2.4% -5.3% 3.5% 0.9%
REER Gap 16.1% 4.1% 12.2% 28.7% 1.04%  0.98%
offwhich CA Elasticity, 312%  -308%  -30.1%  -22.6% 283%  -29.9%
Export elasticity 44.0%  -440%  -44.0%  -44.0% 440%  -44.0%
Import elasticity 290%  29.0% 29.0% 29.0% 29.0%  29.0%
Exports/GDP 344%  34.8% 35.9% 23.6% 303%  33.1%
Imports/GDP 55.6%  533%  493% 42.1% 51.6%  52.8%
CA-Fitted -6.0% 4.1% 1.7% 3.1% -5.7% 7.7%
Residual 4.6% 2.7% 0.1% 2.8% 2.5% 1.1%

sl il (§ gaiia J8 e 35304 <Dl ghuall g il jabiall Ll lialll dlac) ¢ Haall)
5 as (3L B) sl TP J IS

1/ The Cyclical contributions were estimated in the model by the sum of both the contribution of the Output
gap and the contribution of the Commodity ToT gap. The contributions were calculated as follows:
Contribution = (Reg. Coefficient *Gapy).

2/ Additional cyclical adjustment to account for the temporary impact of the pandemic on tourism, see appendix
NO. 2.
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Current Account (% GDP)
Cyclically adjusted CA & Cyclically adjusted CA Norm
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—Cyclically adjusted CA —e—Cyclically adjusted CA Norm

LOlald) alae) : Haaall

Slaa gill g il 5
&l 1.5
(Cyclically Adjusted CA ) s JS—da Jazall (g jladl cl—uall ol 5ae &by (1
& LS (2022-2000 ) A yall 5 558 JUA Jas gially iUl (e i€ 6,0- (Ao
9.3 saiy 2003 ple & oaild ySTdad 43550 4 3 (1) Galdl a5
O A€ (14.7-) sai 2012 ale 8 sae 5SY Juay Cpa (8 ozl (e A€
2022 e A zlll (e di€ (8.3-) (N Saadl 138 (aliiy o) J8 el
Cyclically ) 50 IS Janall 5 jladl Cluall ol Jaal JiaY) 5 51wl &l (2
Al Al 358 A Jaws gially @3l (e 43S (4.7-) Jss (Adjusted CA Norm
(e i€ 3.5 sais 2003 ple 8 Gaild ST dawad 4d 50 &l 3 ¢(2022-2000)
U (il (e 4 i€ (10.2-) 552006 ole 3 sae 5SY Jay (a8 el
2022 dle I il (e 3uiS (3.5-) G el 138 palisy
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oA Lo gially ) e i€ 13- (s Y A ulal Clall 3508 iy (3
iy aild ST Jadd 2003 ple A L5 )3 caly 3 ¢(2022-2000) dl ) 5 s
4i€ (7.2-) 5222005 ale 3 sae 5SY Gliay g b @l e i€ 5.7
2022 ale A &l (e 4wiS (0.3-) ) ol O J il g

«(Policy Gaps) 43baid¥) ciluluadly ddasi jall <l puaiall Al 3 928 Jlaa) &L (4
Aol Lo e sSall Y5 (5550 S Janall Ll a1 (e JS) Al
e B (0.9-) sm comalal) Ul GLas¥l s ia¥] Copeall e 8 ol
3.5 sab 2021 ple A by 3) ¢(2022-2000) dsl Al 5y JSIA Jas gially milill
2022 ole A &l (e 40wiS 0.86 (Sl g i O J8 gl (e dpS

«(Fiscal Policy Gaps) 4ltall Clulually ddas jall <l jaiall Ayl 5 sad Craalis (5
Gl e e sSall B 5 55 U0 Janad) ) a1 (e JS Aliciall
2022 ple Ja Ul e S (0.48-) sai ol Hlall s ad ) a4
e A5 OV (A Al Al ) Jlas) Al <l ) 8 G ) ddaaday 3 gay 138
Jaadlsala s 8 (Mundell- Fleming, 1962 ) g3 sail G 5 ¢ Jaall calkall
.( Twin Deficits) al sl

Monetary ) 428l cilalwlly ddas jall ) puaiall Ay o) 3 g8 Craalow (pa (3 (6
g ladll Glaii¥l 5 aV) o pall ja 8 Jal) (e JSo Al 5 ¢ (Policy Gaps
ple A AUl (e 4 W3S 1 35 sab golall il uall 5 ad (5 wad 8 paldl)
2022

Vale Lawi sa 2 W) & aiall oy all e o O il mil5 coyelal (7
Y5y shall g s siall cpaddl e KU Sla@y) clnlnd s ale JS5 dlai
3.9) &b A dishll gadl e (S5l G pall ps pa 4y sime Gl jad) 2a 5
&b cps (58¢(2022-2000) Al Al 3 538 SIS Las 53l (percent Overvaluation
Gl palall 45 e e e YL @llh g (1.0 percent Overvaluation) 2022 alxd

80




O b @lall ciluuall Bg-ab ygad

A e il ¢ Jdsall aaill (3500 a J (e 338411 5 (0.29) il siwall 5 (0.44-)
Q‘JJM\M@;\\JJM\LJJA}@L\MQ‘)JLAMM‘_AQ\)JM\L})A
g e ale (< 3l
Cluagill 2.5
¥ Y ¢ sia 8 @l g gl Gy Ayaiall Al AT 1 i e ol g
Alled Al Hall 2S5 Al Hall 3 48 IO ng‘)laj\ Cluall 3 sad e dpaail) Al
Al Lele 28 1 (sae e 33 )Y slai®DU aiae D 5 il Copaall jraw ol
Ll e )5 )91 8 Al Al QUi e )l il sas (e Caiaill 2
AL Al a i ¢ Aol allall e
EJJHcAcMJ\)AI\UA_.AA:\A)SAJ\ Q\h}l\ LB\A.\\‘_A:::\:JLAL.\\H@A} -
L0 Lhaad gy g ldaill dava ile ja) (AT Al j0e 9 A8 ge ddad 2 ga
acs A zlias iy il da yall JA 4 o5l @ld cile Wadl acal) agiis -
ezl (b 3la s saill CHLISA) (e 4SLa Lad ¢ el 8 laae Ly 4a 5e
paill g
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Estimating the Current Account Gap in Jordan
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Dr.Rasha Abu Shawish, Auday Rawwaqah
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The Views in this working paper are solely the responsibility of the author(s) and do not reflect the views of the Central
Bank of Jordan, its board of director, or CBJ management.

Abstract

This paper aims to estimate the optimal level of the current account
balance using the International Monetary Fund (IMF) methodology (External
Balance Assessment Lite Methodology), in order to determine the deviation of
the current account from its optimal level. The current account model for Jordan
was estimated using annual data during the period (2000-2022), which included
data for 16 countries representing Jordan's most important trading partners. The
results showed that the current account gap in Jordan amounted to -1.3 as
a percent of GDP, on average, during the study period (2000-2022), while it
reached -0.3 as a percent of GDP in 2022. The results also showed that the
assessment of the real exchange rate in Jordan is fair and generally in line with
macroeconomic fundamentals in the medium and long term, and there are no
significant deviations with the equilibrium exchange rate in the long term.
Accordingly, the study confirms the effectiveness of the fixed exchange rate
system and its suitability for the Jordanian economy over the past 28 years, as
it has become one of the main pillars of monetary stability, and one of the most

important pillars of confidence in the national economy.

Key words: the current account gap, the optimal level of the current account balance

JEL Classification: F32, F37
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1) g=l
(2022-2000) 3540 JMA G ¥ (B g lall Glual) § gad a8
CA Coigfg‘l’tﬂms Ca};ljhls:lel(liy i}éﬁﬁs{zlclly CA-Gap ng;y CA-Fitted
CA CA Norm

2000 | 0.3% 0.7% -0.4% 0.2% -0.6% -1.4% -1.6%
2001 | -0.2% 0.3% 0.6% -1.3% 0.7% 0.7% 2.9%
2002 | 4.5% 1.0% 3.6% 2.9% 0.7% -0.9% 1.8%

2003 | 9.9% 0.7% 9.3% 3.5% 5.7% 0.6% 3.6%

2004 | 0.3% -0.8% 1.1% -1.8% 3.0% 1.0% 2.8%
2005 | -15.2% 0.7% -14.5% 7.3% 7.2% 2.1% -11.2%
2006 | -10.1% -0.9% 9.2% -10.2% 1.0% -1.7% -13.8%
2007 | -15.0% -0.9% -14.1% -9.3% -4.7% -1.7% -13.1%
2008 | -9.1% 1.5% -10.6% 9.1% -1.5% -1.0% -9.6%
2009 | -5.1% 2.7% -7.8% -8.2% 0.5% -1.7% -8.4%
2010 | -6.9% -0.7% 6.2% -7.9% 1.7% 2.0% -11.8%
2011 | -10.0% -0.6% 9.5% 7.3% 2.2% 3.1% -12.0%
2012 | -14.9% -0.2% -14.7% 7.7% -7.0% -5.1% -14.1%
2013 | -10.2% 1.1% -9.0% 7.6% -1.5% 3.1% -13.0%
2014 | -7.1% -0.9% -6.2% -7.3% 1.1% -1.5% -10.8%
2015 | -9.0% -0.1% -8.9% -7.4% -1.5% 0.2% -8.9%
2016 | -9.7% 1.1% -8.6% -7.5% 1.1% 2.7% 7.1%
2017 | -10.6% 0.7% -11.2% 6.2% -5.0% 0.7% -6.0%
2018 | -6.8% -0.1% -6.7% -5.5% -1.3% 2.6% 4.1%

2019 | -1.8% -0.6% -1.2% 2.4% 3.7% 2.4% -1.7%
2020 | -5.9% -0.6% -5.3% 1.1% -6.5% -5.3% 3.1%
2021 | -8.2% -0.7% 3.1% -2.8% -0.3% 3.5% -5.7%
2022 | -8.8% 0.6% -3.8% 3.5% -0.3% 0.9% 7.7%

obialdl slae) ¢ Haadl
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(2) g
Aol A8 (3 91k S8 Cra g lad) luall e COVID-19 A pais 48

Y138 IS 88502020 ple 8 Jall dua LA Gl pall e 19- 28 S A i i il
S O S sl s WIS Banaa @l satie ) seds G 2020 ple ay Ll Aalaind 5 Wl S
& Aailall J Lo balis ) 33 sall 5 olaidV) mid sale) uali ) ccoWlall e 58S 8 e
2022 52021 (oale (8 Aanbull) A LAl (i gall il g cadde 5 T i SV e Uadl)
Ll olsall al zlsal ] Al CBLaed ) dals dllia S
dalal) Al 4 ) sall @BLa=dll gl L (External Balance Assessment (EBA) )
¢(Cubeddu and others 2019) 3l Ja s b 5 (ial¥l s sl LY 5 a8 & sl
Bk 5y yoatiall alasdy) culeUadll e a3 5l Adlatiall 5 pulad) Jal s2dl 00 3

L) ) sal) anl Zaged (Je Cliad JAab Jdgall 2@l 5 5a0a 8 e
el s YA e @35 (COVID-19 adjustor) sasse <ad Y1 138 3855 (EBA)
Lay) Liuall iladd 8 Jit 3aaae Apaliatl culeUad e A Y1 il leti A ) Cass
53U uSay Laa ¢ Jall ciland 5 e dsall il e dia 5 jiall 3 gl) Cunny (Ralad) lld a
ALYl Apmaall (5 shll Als e Lealil) dpdal) cilaiiall 5 lad 5 ocpadll CallSs o salal)
LSy alodl 5 5 _pemall ald) 1) ciladall (e jiall ML) il sSa 3 Jsadll )
Jid (e W i a3 LaS (COVID-19 adjustor) af 3§ a3 il jal) o2 by s ,3Y)
U e dadS 9432 caly (Allg (2022-2021) <) gl A gall A3 (5 gaia
e IS0 Joati L Lad

dablaad) elid 8 Lay ¢ dad) cladd

A8l il 5 28 o ladl luall jandh cilaas e A3V il dag el 59 Jalasl
Dl lesd s aa ¥ Asall i) (e daniS G o Janall (el Glaall G duay
Gila el I3 (o praall ey ) Lngie aladiuly Jea¥) sl il e dS
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) gl @ lal B 2019-1986 55l asd 4 siw ULl (two-stage least squares)
ai Ulsg) 55 %61 Ll (e Jadll @il (e dawi€ Sdnd) ciladd & 333l ¢
oAU 33 55 3 Mea W) Jaal) @l Ge 2aiS T 50 Jamall (g olad) Glaal) e 940,75
Les cdarall Habadll Ll (e JBb oSy (s o) ol 0 388 ae %1 (e BT (550 (520
ceiaall llally ddas jall CBLaetl) (uSay
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