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TOWARDS A THEORY OF CURRENT ACCOUNTS
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FIGURE 3
Choosing the Country Portfolio to Maximise Return
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FIGURE 6
Domestic Capital and Wealth are Highly Correlated
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. TABLE 1
Saving and the Current Account

Pooled Between  Within Pooled Between  Within )
Regression Regression Regression Regression Regression Regression

(1) (2) 3) 4) () (6)
Saving/GDP 0.214 0.221 0.203 0.242 0.220 0.343
(0.023) (0.074) (0.030) (0.025) (0.100) (0.043)
Productivity growth -0.048 -0.269 -0.044
(0.053) (0.648) 0.042)
Population growth -0.789 -0.829 -0.631
0.182) 0.932) (0.246)
R? 0.116 0.194 0.070 0.280 0.240 0.317
Number of 640 21 640 638 21 638
observations
P-value for null 0.000 0.000 0.000 0.000 0.000 0.000
hypothesis that
coefficient on
savings =1
Notes:

Smdﬂmmmemdhhmamwmwwmwmdtmhmmy-
one country-averages of all variables, and including a constant. The within regressions report results using
country fixed effects. Columns (4) and (6) also include year effects. Constants, country effects and year
effects are not reported.

TABLE 2
Investment and the Current Account

Pooled Between  Within Pooled Between Within
Regression - Regression Regression Regression Regression Regression

(1) (2) (3) 4) (5) (6)
Investment/GDP -0.188 -0.030 -0.327 -0.207 -0.097 -0.432
_ (0.030) (0.133) (0.033) 0.034) (0.168) (0.045)
Productivity growth 0.171 0.307 0.169
(0.051) (0.725) (0.050)
Population growth -1.039 -1.164 ~0.338
~ (0.163) (0.619) (0.226)
R* 0.086 0.003 0.215 0.247 0.124 0411
Number of 640 21 640 638 21 638
observations
P-value for null 0.000 0.000 0.000 0.000 0.000 0.000
hypothesis that
coefficient on
investment =—1
Notes:

Smdﬂmsmmmdhbm&cky.mbﬂwmmgr&imsmmemmmgmw-
mwmwwm«ﬂvﬁbb,mﬂimhﬁhgammhwhbhmgeﬁmmmmndng
cmnuyﬁxedeﬁw&.Cdmm@)and(G)dmhﬂndemeﬂem.Cmms,emyeﬁwumdyw
effects are not reported.
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FIGURE 5
Saving and the Current Account

Pooled Regression
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FIGURE 8
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TABLE 3
Testing the New Rule
Within Pooled Between Within
Regression Regression Regression Regression Regression Regression
3) (4) (5) (6)
Share of NFA x 0.453 0.915 1.031 0.443
Saving /GNP (0.144) (0.071) (0.143) (0.134)
Productivity growth 0.072 -0.165 0.077
(0.048) 0.227) (0.046)
Population growth -0.346 -0.011 -0.633
(0.140) (0.341) 0:234)
R? 0.026 0.428 0.822 0.231
Number of 611 611 21 611
observations
P-value for null 0.000 0.234 0.832 0.000
hypothesis that
coefficient on
savings X foreign
assets = 1
Notes:

Standard errors are comrected for heteroscedasticity. The between regressions report the results using twenty-
mmywdmmwmmammmmmmmﬂmm
country fixed effects. Columns (4) and (6) also include year effects. Constants, country effects and year

effects are not reported.




