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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 requires sufficient financial
resources to finance productive investment and contribute to raising the rate
of growth.

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 i,
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.

The research aims to analyze and measure the possibility of mobilizing
capital to solve the puzzie of (Feldstein and Horioka, 1950), and to uncover
the main challenges facing Arab countries. The analysis covered eight Arab
economies, namely: Oman, Morocco, Jordan, Saudi Arabia, Egypt,
Bahrain, Tunisia, Sudan, using panel data models for the period 1950-2018
and adopting the Generalized Placement Systems SYSGMM (Arellano and
Bover, 1995). The research reached results consistent with the original FH
hypothesis, (lower S-1 gap with higher capital inflow). And capital mobility
causes improvement in economic growth.

Keywords
Capital Mobility, Saving -Investment Puzzle, System GMM.
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Note: the Variables are: INVGDP: Gross Capital Formation %GDP, SAVGDP: Gross Savings
%GDP, FCGDP: Total Foreign Capital Inflow % of GDP,: GRO: GDP Growth annual %,
INFL: Inflation Rate
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Level
Variable  lags 'Levin, Lin and Chu lm—P((e;?)rOa;)-Shm Fisher

chi_sq p-value W.bar p-value x? p-value

INV/GDP 1 -4.733 0.000 -2.163  0.0152 28.6315 0.0265

GRO 1 -7.066 0.000 -6.294  0.000 100.9476 0.000
INFL 1 -11.1730 0.0000 -4.992  0.000 44.1503 0.0002
SAV/GDP 1 -1.956 0.0252 -1.654  0.0490 42.5662 0.0003

FC/GDP 1 -2.878 0.002 -3.240  0.0006 54.6718 0.000

(EViews 11) galin cilajyie e alaeYl ofinlll slae) ga Jeaal) *
A o Y el Lae ¢l die Biae 508l sl o o sdtel Jglaall
S Al Al 4 el Lo e (3 Vaag cJad) dlish ADle b Cpukiall o3 Jaig
(o) dlgh dmn ot GlBle Leda g (sala@Y) gailly AV lena) of
A jidiall Jalsil) il aaf ¥ Jgaad) pdag ¢ idal) Jalsal cfLas)
Johansen Fisher ¢lidal) Jalsill jLd) :(¥) Jga>

Fisher Stat.*(from trace Fisher Stat.*(from max-
Tests .
test) eigen test)

Hp H; C.V. k=1 C.V. k=1
r=0 =1 93.07 0.0000 70.18 0.0000
r<l1 =2 37.59 0.0017 24.56 0.0780
r<2 =3 21.72 0.1526 17.84 0.3331
r<3 =4 11.61 0.7706 10.70 0.8275
r<4 =5 9.108 0.9089 9.108 0.9089

* Probabilities are computed using asymptotic Chi-square distribution

(EViews 11) maliy lajie o dlaeYh ofialll dae) (o Jgaall *
Ol 3 kel hariall -y JaY) Aligls Wit Ll 3Dke J8Y) e @lia o (¥) Jsand) zaag
() e ) Jlasdl Byasall Gyl o Adlle Adilas] Ligiea jeda Trace, Max-eigen <lydise ad
A sailly HlaVls Sl W) e BSH oyl G B o e A8 dylailly i 138

Sltise layl b <1 L) Japladall o3 JaY) dlgh e

" With Time Trend and Cross Section
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SYSGMM aladialy jlaaiy) clsd) ¥

SYSGMM alaiialy jlaaiy) o geilli :(£) Jata
INVGDP Coef. tvalue pvalue SAVGDP Coef. tvalue p value

GRO 0.038 146 0.145 INVGDP  0.845 14.143 0.000
INFL 0.043 542 0.000 INFL -0.051 -4.59  0.000
SAVGDP 0.853 34.156 0.000 GRO 0.030 0091 0.366

FCGDP -0.302 -2.402 0.016 FCGDP 0.948 23.584 0.000
Constant 3.907 6.82 0.000 Constant 5.569 8.55 0.000

Wald chi2(4): 1640.55 Prob > chi2: 0.0000 Wald chi2(4): 3105.80 | Prob > chi2: 0.0000

Number of obs: Y+ A Number of groups:A Number of obs: Y+ A Number of groups:A

(Stata 16) zualiy s i e 2laeYl ofialdl alael (e Jsaal) *

Aadll A Jalews &alall ausill of (Feldstein and Horioka, 1980) (s JS 4 ela Lo Gy
Laa D Lald ey ¢ peSally Sl ety HLAaY) cp dugall Akl e elld Ja (+,0) cjslas 13
O Lokl Al W (eSad Al cul€ Al of Jaadl LSy (+,A0T) carly HAY) s
Gllliie dadasil Cady Asall SV e %A diss L of e Aaall Jleialy o) lasy)
DBl O 2aadl LS in) JIga) Gugyl dsane (385 ) Augdl) AR 030 sl L sl L)
J<a 8l 138 agew da Jlsadly JFH dajd e il 1385 %7+ Joa iy ) JWI )
s (%-0.302) daestl) i by 3 Al pal Aai o) ¢ laall LVl 8 LS ol D)
Ol Gun ccppaiall (pda G L u&Kal) Al imas ¢ %00 (g5 e e A gt Al as) digias S
Cblen W) ol L) () ddaall chlén W) (Crowding— out) aali i) JWll Gl 5003
e ds—anlly NV ol ) =LY dasaly uaall gsall o Jg—anlls 3lsall e daall
a1 (5Siae Algill Alanally claye s Aoyaall Alaladl a1 e Jsaally L) Zdadl) cDlgual
e gl il Aaal) A1 b il 8l El s vie . sal oY) saill b B3gana
e g Lgg) 3 el Joall alaead Aol a8l e i 1305 (%9 ¢) Gty aall HlA
) Lgadane Lol 13gly Aadl) jlein V) clilliia Jagal IS e L3y Yl alaal) Alealls dulas

Bl L) Chlnad) Goh e o Cag il Gub o slaw Y W O
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Hurlin-Dumitrescu JLid) aladial dnuad) 48ad) . ¢

Table (5): Dumitrescu—Hurlin panel Causality non-causality test results

The Direction of Relationship v"l\“]i? Probably Lags Relation Result
GRO — SAVGDP 2.91952 0.0008 ) Lalal
INVGDP — SAVGDP 2.45311 0.0123 ) Lalal
FCGDP - GRO 2.02747 0.0821 ) Lala)

(EViews 11) zalin ilajia o alaeWU Gfinld) slac) (e Jsanll *

Arab World
GRO FCGDP INVGDP
SAVGDP GRO SAVGDP

25 (SAVGDP) ladll JAY) ) (GRO) (sol—a@) saill (po 4T duys Ao llia .
Can eV 8 sl Ll oy sadl o) (o clagin Layla A 3] canly olal ol ADLa))
OBV Bl Q3 0l JAa daigie 83L) () (25 sadll (e 23all )

s385 (SAVGDP) Aadll [yl J) (INVGDP) sl Hléial) (e 4 e 4le 352 Y
Jaall saaa b 3lag ailadl) (o ajall i i w8315 o) (5] canly slad) ld A
adll claaall 50l &5 saaa Jsaa algig dardall 5alyy b

534 o) Cus (GRO) saill S (FCGDP) i) JWll ) (e 4a doola] danes d8e ollia .Y
csba®Y) sl 8 s Ml ciblenal] Jigd 8 pgess il
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ralalivny)

O IS ela W dillia il of g8 o b ad] b ags A clabin W) el g e @
. (Feldstein and Horioka, 1980)

oS ehas 3505 danpall Joall Glans Lgsiia ) claladl) o) upaall Gulilly @) dalasl) o o
Gl o) Cun (AN Y1 sk ) Gl Lgelsl A Laia) JIsaY) Gy 385 ) Lete
03] (3] saill (3n3 o ey e Anal) L) Bals) B Asall LAY ae agad oY)
Lotk

Dbl (398 (e 8ol V15 LY il 3iat sa a V1 Ol el @ Gyl Cagll o) e
DY) Gy Lad ral el 1385 c8paiasall e liall Joall Aaleat) mllas (3iails 55
Al Ay A ) pajh a

Gindl lgle Gl ) Joall by Alla sy Al ol ad gl Jsall 020 o) Al candl) 3 @
Mgade e Jsall o 2t il o 05€ Cpeplaill ks 2 L)Y il

Gl i)y L 1Y Loy a1 JLl) Gy 385 dae das of oSa Gladll A o) o
el 8 Aan) colyshaill (15 Apaat ey Laplagig Basdy Apsbuadl

:alai®y) clubud) (praliany cluagil)
adliall Gl g LYy dabaall 3lsall G danghiall ot ilasbias Gulad dupall Joall e )
A8lS 3 Oslally Ayl Al WY aldially el s 2 A5 aally ¢ hlaal 2

bl daliadll cpacan J<a0 dullaly daalai@¥) Gualudl)

Bale) b age 9o 4l lally Jalall (g paladly alell ¢ Uil 483 48Tyl Tase slase) .Y
cl Sl el (3aEat ey L lsall s

e elilly pa sl 5315 3k oo dudaal) Llse Bl 8 Las S8 of dpal) Joall e Y
oo Al 3ylgall Jreants 5aLY dug yre dpalatd) cilbiw aldicly doyg pall e clalynuy)
Ll ol Clisi e piyy ciblladly Jalaall @il daaaty oo all scaall 53b5 Gk
Apgpall e duesSall Gl padis daesSall lsall (& saglly 2ldll Aalles

Cligine ysh 33yl e Aadlal)l JLadl lgade Lalinl) 8y pumg Adaall 3lsal) dnaaly el 525 .8
el (53U oyl i 52b)5 addadl

S Lgied Sl cBlgaall sl g oY) LS Jasall dasls olialll S
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