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Capital Flows to OECD Countries Implications for
Saving/Investment Puzzle
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University of Mosul University of Mosul
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.

dadial)
LS Leadl e Jsall G Jlall Gl i ddled A ) 8 (sl (§ 5k 3ae Sl
Doyl o e @aall Lalam®y) clul ol aliee 385 i) il jaaall G A8
bl g A3 Ol o) adie aaine JS (8 abaBY) ) oaill g gaill Gulad iV 5 Aol
ol B8 Cila Sall sy Lae alaBy) daiil) (5 gta (A Ll i sl LAY

YYV



Yova Yr (oY) ) (V1) Alaal) AalaiBY) g 4y oY) a glall Cu S5 Al /3LaBY) 9 8 )0y 43S /iy S daaly

e sbel e dlld raliay Lo cails () claladly 2008 (e dpn JAN (g 58l sloel
(FH) & s sl sVl daiill 8 SV sl Aol bisra; 4l
Mg s Lag A malbaBB¥) pa A (Feldstein & Horioka, 1980: 314-329)
a8 5 Al dga e il s bl il shai g (o Cpfialall s Cilga 5 DAY
O Lo bsadll o (bl da ally adiad Jsall G Il sa¥) a5 IS ad o)) el b cpialll
i g Lgilae duald g alai@y) A gall 548 AlSa s aila (e Calaall jlaiiay) s laay)
058 Y Wl Gl o) o siall aa g AN AT Caila (e Lebigal jaliaa ¢ s Ll o
8 ASlae Allall ) 5S3y iy d laiinl] s HAaY) Cp AR (Y dasiadl Jpall ) e J8)
ey llia o) Aeasiall Jgall (ja de ganall udl A Gy Al 2a g o (B ABDall Cama Alls
el 8 o) 8 Lab S20a 1 ) 5a¥) g3 )0 Dila

o053 g (Al Al Joall & aliad ABall o2a o) 50 2y AN il (e
O o) $3e Y ) oY) o) da @lld iy 130ad €0 ) sall 5 g0 e il (ang J) sal)
ol Slgilabal ) il 5 4y jSeuall 5 dpulanadl 45001 3 58 Leia (s A Clany (38355 J) 5aY) a5
a5 8 Aaall Lyl AL Ll A8e Yy mll a b b siy (3he dliag dpalail] dpleal) ()
La¥) iyl Al Leadtdl el iy ool s sl cela
Ceo leie Jalll 38 e a0 Lia gee kil 63 Siaall L Sl g ddliaall gl iy g 3l
elly ol SLaBY) 1aa Al g g gig dmpdn Ll (50 J) s (3835 Ay ya s Bl su) 2
lnallall A8UAN jaliaa s dy yanl) 2ilial) e 5 landl s diased) 5 5 58 siall duay 1 e jdll Lol
48 jrary il J52 B (FH) dsmp Gy dalad (3 Al ol dpaal aS3 siayl) dpan
Ao Jlude gai CVare (BEaS (pe Hlai®V) Clulll canl ) el Lealadl s Lgianla
Alaidy|
Tine 099 s A Sl J1saY) gy y i) Jgall Ao 8 s llia séiayd) Al<ia
Jae Jagg Laaaad JeS 5 )l 5 Lagdae Jag 3 )05 el jLaiiat) s SlaaY) JoSo 5o 5l
DAY
sdaal) Calaa)
FH 5all sl il N J ga gl A laa
DA b s eain€ LAY dualy 3 gall e ol
Olld) s3a 8 i) ANy i) Jlall Gl ) G Al daple a3
il HLaiiuay) 8 (Aalals) dlag) 61 Al s laldl o)) gall il Gaxill (o) suad) duda B
Aol dnaiill g o gladl) dadaia (ylald
SRV A Jilaty caagd o laill Lha )l meidl dldeV) & asddead) gglall
geie I ALaYL (galaBY) saill B Lagia IS Lalis JIse¥) Gy GRas Lt
o B e els Al Al s SYSGMM 44 pla 3 Ll & sl cpa 4830l il ulid
.(Dumitrescu & Hurlin, 2012: 1450-1460)
o905 el Jlall (Gl )5 Jlafin¥e JAaY) G ANl el 28 5 pal) Gl aiu)
aeie JST5 andla®YI (Sl (e aall G A 5 Jaal (e Ll 5 T s (salaidy) Ll

YYA



Yova Yr (oY) ) (V1) Alaal) AalaiBY) g 4y oY) a glall Cu S5 Al /3LaBY) 9 8 )0y 43S /iy S daaly

LA e oSy A AN 8 o 5aliag 5 () g8y 388 Apaiil) Blee 368 (e S Aualdll o))
el ¥ JUd) Gl ) cliass o) L)) agedans ey 3 cebaBV) sailly &1 Yl el
Dilady et il Janay andty Aaall Jla) Gl 0585 e A g sall 258l e alil
LS i) Jlall Gl iy i) o dlay) 483l dga s AUl Ak gl il jaadll
e 2 el i) V) SLaBy) Caday 3) ALY 5 SlaBiud) o dlag) 483 ) oS5 ) (S
Gl 8 Jitwall daladl o S0V o safie) S U8 L aalai®y) il e
(6 sinsa s Al axay A i N pariall ga Sl O s Sl e ) Laiy ¢ laiinY|
JAal)
(Feldstein & Horioka, 1980: 314-329) L &8 il Zul,ll (e 5l il dliulas
el (el ) 48l GlaeS cpalaall LAY Hlaiin¥) o ol )Y Jare Cseddiad Al
Ol A sall il Gy LAY () 5,88 lald) (86 Y (sl JalI 8 sl
Z3sa3 il aadiad | ¥ 5 sl sV By sk e 4l s Sy aa) g aly 6 LYl
YAVE AT 5yl PR Al ebaBY) o gladll delaie Jga e Aga VY I jlasd)
13 gan LB Gd (3805 Laiia¥) c¥aras daall LAY Ggd el @llia of 1gaa g
i el (8 (Lagin daiiiie 48Dkl CulS 1) ¢ pant y Uil ) Sa iy i) Jlall Gl )
Ostail) dalaie Ja (8 Jall s LS aal g e 8 Ll Y S G Ly 3 ) sall Dlila
Cusal Gl cll all sl dEBaY i) o) sall Liaddie W ey @lld 8 el
:Csliae cpalad) Dalll 1aa Jalas]
oo JWdl Gl A8 pa da s Gl Al € (FH) dpai sla) sale) Jslay 2ds¥) olady)
G A oa Gl s YV (AE slad¥ g ¢ LAY s LY ABal) ket a3 5l
Al dada (b Jalay i ((FH) Uil LS LAy Slaiia) o Jalii )W) aladinly Jl)
Jalse el (ol oAl Gl i g Al Labaill Jolse apa ) dagh Leghy
JSa 5 el canlail) il ginn A i) s lad) Cluadl ()55 cald) ana Jia (5 AT dpaladl
Dbl Aakil c@lo ¥ daall el Jae dpalally A Clesall ol g Uil
e L Al o adl Alaall sV ¢ 8 jrall a8 sall (LS ana o yall
(Murphy, 1984: 327-342) :Juiall Jaw Sl ¥ Jlll ol @dxi 4<5a
5 (Coakley et al., 1996: 620-627) s (Baxter & Crucini, 1993: 416-436)
(Ang, 2007: 2167-2174) 5 (Kasuga, 2004: 371-376) s (Ho, 2003: 387-396)
Gl dnlad A FH &l 4aa 8 (Kaur and Sarin, 2018: 454-463) s
A gl Ayl ASLeall 5 Lo 500 5 Ol il 35S misn s gl UL Gl (a5 Ay gl
Glbabaidy) sda &I FH 33l 38 e Jdaasa s J daagig Yo VT2V A 5yl Al
(Singh, 2019: 385-415) Al A send) 2a)¥) aay Jlll Gl sl da gide Cinpial
DAY G 48l st (DF-GLs DF-GLSs FIMLs FMOLS) @& alaiiuly
33 93na B gadll ) a5 ¢ Yo 01NV 3 (OECD) Js2 (e Asa Y (e dial L)
Lty iVl Jlall Gl )1 Limdaiig i Lgdd)  ¢lalll abamal jlaiia¥) s sl AV o
e Iadine YOITVAAY 5l A M)A (e de (Dash, 2019: 256-269) il

Yy4



Yova Yr (oY) ) (V1) Alaal) AalaiBY) g 4y oY) a glall Cu S5 Al /3LaBY) 9 8 )0y 43S /iy S daaly

(HIC) Jaall daii yo glaldl 8 Ja¥) Jysh a1 Juall (ol ) 508 (3835 aa 5 ARDL
2l daisiall 5 Ao siall Glald) (e JSI Jaiee JS5
dSlaall Alls 4l )3 (Alrasheedy & Alaidarous, 2019: 1-64) ¢« JS A&
o sl Granger Asball Al med aladiulyy Yo 1) AAE 3l 4 geid) 4y 2l
e ((FH) ki dga s e 4l ol il xSl 3 (Augmented Dickey-Fuller 3as sl
Adpan Jll () A8 culS Jiaall 8 @ cil laiuYly ey o A
3l ARDL z¢ Gubbh (Kaur & Sarin, 2019: 1-9) W) Al 4l jall Gla g
(Woaies sy LSy Gbllls S amisn s Gpall) Liad 558 U5 (e Alal Y4 IV2)AY
Jlall (ol 5 1 gana 185 Cagans Alaall o) gl (g 3 58l) A83a)) ())) FH da b ac i il
ol Gulaills il (uis ) (Patra & Mohanty, 2020: 1-20) &l s cila 5y (iaY)
Ga Bl (KB s liSly Jully aiglly Sy Gliviladl) Ll i e die
.(DOLS)5 (FMOLS) Gk slaislys YoV V-) 41
sl A WS 3 e 4wy (Akkoyunlu, 2020: 129-148) W) Wi
Ll Ale asa I (Y2IV-)990 5 VAA400) e b oyl (YeYV-1a00)
G5 (YAAR-Y 90 ) Jlall Gl i 5 58 JDIA +,97 caaly laiiul)y Jaay) o dulay)
(+»AT) Tl ) Jalaay ALl 553l 380 e JUa
oAbl quilad)
G| [ VER Y R &\}ﬂ sac @l ;(Panel data) 4agajall clbull 3aagll s i Lad)
A A8 LT G EAY) Al e dasadell Gl 8 4R s masaadl
L gine Algine med o adiay 3 ((Wu)s (Maddala) J8 (e shall Fisher i)
564 . (P-values) 4 52 el Clilnll 435Sl d3ie 311 JuBlad) il yuaia 4y ) jdiul LEAY 4dlida
Al Gas e e ghie IS (PP) Sl (ADF) Jbis) Ge &gl pill o ading
(SIS LIV 13 Al A ll g axall dpm 5 o) ¢(P-values) 4 siaall il sl
Hy:p, =0 ..... (1) (i) N
Hy:p; #0...... (2) Vs (i) Y e
Jusdls Ll A 0 Sl lilpll 45 58l A gl plaliall maan O adall dpia ji s
JY e lllia o Jiad Al A il O s (B e(Ban 5l 3 e (et 8 e e A )
Aaon P 8 s Aiban) a6 e Agie ) Judles Led Ay jall adaliall (amy
o 0o Wad (s sivse die 4y a Aoy % dad e ST A gl Aal) il 138 N da
A £ panal daills 3as gl j3ad adall a3 ik
djidall JalSill z3gar (Panel data) dagadell clibpll o idall Jalsil) Lol
8 jpaall aitll (P-Values) 4 sixall iy siasall paend e (Fisher) Jlial aiiw «(Fisher)
clilaay (Trace Statistic) i) clilas)s (Maximum Eigen Values) ksl
AV dapal) 22l 5 A g0 jall il 5 Sl 4 ) adaliall (Johansen)

YY.



Yova Yr (oY) ) (V1) Alaal) AalaiBY) g 4y oY) a glall Cu S5 Al /3LaBY) 9 8 )0y 43S /iy S daaly

(Fisher) 4 & jiiall JalSall Ailas) 1 A4,

Gl (i) omndl adaiall alaall 5 meall dadll S Y1 dplasy A0l a8 7T,
A 53 el Slitull
i :The Generalized Method of Moments (GMM) 4aaxall agjall 43y )k
38 all ZAladll plasil CBlalaal 3eLES Cldg diadia Bya8a sl (Ao Jguaall Aty
saclwdl @l sl g lud lasiul (Arellano & Bond, 1991: 277-297) ¢ i)
idladl o sadl dayde 8 Jhaally (oL il Sl 235l DA s
sl B2al 45, Hhall o3a aladiul &3 The Generalized Method of Moments (GMM)
Akl il Giany Jlaal e @l el JSUie Aallae |
sUaS ) (p 4500 culdals ;Y1 1 AN ) e A5l L5 508 5 460 sdiall eUndY) pe 56U, Lelalas |
a8 ¢ 0 Uidany Lae cAAlEA Hia 301 ol il JMUA 360 gilal
Ay il o Jpanll o WiSay Lea i) & 2401 ClBBEAY) e 48, jlall oda adiad
Bie 4 b all ULl (S
LAl el oda 5SE )) Jlaia) AlKGe Aallae e WSy A4kl oda aladinl of
Endogenity
alase s it aladiuad g Bae Lusall ol el Cul s e JS B 5an ol j3a ) (aias
(oY) A0U8) ApuSall Al dallaay eanst

Clilia) ) sialdl L a8 e Jal jay & e 48y lall 038 e <l kil g i) ol

(Blundell & Bond, 1998: 115-143) ¢« JS 43 ela L sa 4l Joa s shai Al 5 ddlise
e iy Ay ST (S Hakall s o Qs Glas ST Y ((SYSGMM) @ 48kl Cuansy
Adgia sac Lol il 51 L 585l Al 3 36Y) G5s ) ke
:Dumitrescu and Hurlin Panel Causality Tests alaiialy 4ued) 48Mal) il
O aiie S5 58 5 (Dumitrescu & Hurlin, 2012: 1450-1460) 4w caall 12 53k
Ll e i IS Jaads DI cililad Fulie a5 Y1 Claladl s Gl 285 Jilas
A Al dapall 22l 5 didlatia )

K K
k k
Ve =0 + Z]”g{ jJ’a‘,t—k "‘Zﬁf ) Xit—ktepy = - (4)
i=1 i=1

K € N* and k € N*andB, = (B, ..., 8") and ai, ', and g :&us
Copd o Il Gl deboe iaies Ailate Adeas ol alliae ) i

M il e ALl &y all il i
. — . ﬁi =0 V1'= 1,2, ......... N
Hy:B,=0.....(5) Hl.{ﬁi o N e ®

v



Yova Yr (oY) ) (V1) Alaal) AalaiBY) g 4y oY) a glall Cu S5 Al /3LaBY) 9 8 )0y 43S /iy S daaly

WBle dllia o Al dpm 3 (= S8 (s (A A 2535 pae 4y heall A il e s
CulS 13 ) olas) 48 yral Wald Jbiia) alascind o3 Qi) clily 8 J8Y) e sas) 5 s
Jss paall dpm b by ) o ld (8 W A all Ladll (e ST &gl W
Az A80le 2a g8 Y elld GuSe 5 dpus ABle 3 s g AL ALl A )
sl Jalat g ppalil) ailil
10 g @l pdal) el |

o 0 T T L L

OECD Js (8 (e 3 ae Sl piiall Clalail (V) s
(EViews 11) gl cla jaa e alaie Wb cfialdl slae ) (e JREI1: jacadl)
i€ i) JW) (Gl ) (3835 Maad 5 oY)y Jlaiind) sl o & psdall o) ddaadle
il Jea s sy saill Janae Legd Cilimy ¢ Jlea¥) Jaall i) g
A ) R il Judas ¥
(Al Y1) Bas gl Haa sl il 1 (V) Jsaal)
OECD Members
Fisher (Level)
2

i p-value
INV/GDP | 1 | 36.5676 0.0483

GRO 1 1102.4118 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_» Gl jia e alaie Yl bialill slac) (e Jsaall ; jacadl)

L Al A o el s (5 stusal) die b e b yaiall Gl yrial) ) sl
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s jidial) Jalsal) el jLad) ¥
Johansen Fisher < yidall JalSill jLaa) 35 (V) Jsaall

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 |H:| C.V. k=1 C.V. k=1
r=0|=1|107.8| 0.0000 65.98 0.0000
r<1|=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 masm s &kl L&l Johansen Fisher sbaa) g5l (Y) Jeaaldl ek
Gl ydise af Ol 3 30l Gl paiall G JaV) Ash o jide JlSS A JBY) e cllia
A plaill g 385 13a 5 b paiall Gl juaiall (g Adle Adlias) 4y gina jedad Trace, Max-eigen
ABle & gailly LAYy i) Jie 20K @l juadell n QB o) (e dpalaiEy)
St b s 15 (S g daplatdll s a1 A5k
SYSGMM aladiady jlasdy) &) Ldd) ¢
SYSGMM alasinly jlasi¥) i sl o(¥) Jsaal)
INVGDP | Coef. t P\ SAVGDP | Coef. | t value 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): 9279.42 | 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) gt Sla yae e laie YU ialill dhae) e Jgaad)
Aegall i) (e dlas o3lef Jsaall Jelay
1O Jadl Jliiny! 8 (SAVGDP) daall Sasy) 5l o sa 5 4l Lege T al Jaadl ]
FH 40 8 ae (30 108 5 A pite dilean] 43 5ine GI3 G5 9AT Caaly Cus laa Alle duus
b sl 51l AL e e gy ) shaia il lea lliad Rasiall J5all o) (e
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Slaall LY b AS el (FCGDP) Giall clibsll Ll 13 s ol
Vs @y a5 %0V 4wl (in-Crowding) daladll &l jldiny) J& 3 (INVGDP)
sl oda () S (e LaBY) el aly )y () 3 dle 18 B ) gy (53500 Laa Ay sine Ailian]
s dlee ey Alle Lk Lo jliia wiati s (gabal ) il el dadiie Lelia J52
e et LS ol Al gha Ay e o jliie (385 (e LeiSad &l lafiin S Aodla 4 L Ay
Ju sl Complementary dalaall <l jaadll JaSi s jlall cilaasil) of 4ol daleall a8
Alle Ablan) B ginars (%39) Cialy dua e 5 LEL ) Jalaa el 3 cctl L)

:Hurlin-Dumitrescu Juid) aladioly Lpud) 48Mal) 0

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

The Dn?ectlo_n of Wald Test | Probably | Lags | Relation Result

Relationship

GRO — INVGDP 6.19378 0.000 1 ZENEN
INVGDP — SAVGDP | 5.68597 0.000 1 EENEN
INVGDP — FCGDP | 6.73737 0.000 1 EENEN
SAVGDP « FCGDP 6.15957 0.000 1 ki

5.49182 0.000 i
GRO — SAVGDP 2.50600 0.0015 1 SENEN

(EViews 11) gt Sla i Lo slaic Y4 Gialll dhac] e J 5ol

OECD members

GRO GRO INVGDP INVGDP SAVGDP
INVGDP SAVGDP SAVGDP FCGDP FCGDP

Al dpasill 5 () glxil) dadiia Glaly Ao ganal Al AR il 1()) Jadadiall
agall ) sa¥) (ans oMol labdall 5 J saall mua sy
CIa A8l 228 5 Cpmlaall LAYy L) I (GRO) seill (se 4 Ay 48Dle @llia |
Oe 2 3all o) G el A5 L) 8 Y sl a8 Ty saill ol gl canl g olal
S et SRV 8 sal il sda g LAY Baly ) o 2 dll JAo danigie 33L ) () am sadl
(laBY) gail) o a8 aaled ) daiiall il i)
038 5 Y Jlall Gl s (Aaall Saay) ) sl Jlaind) (e st A A 25500
min ) Ol Gl s HaaV) &Y o) 53l 8 Tay Sy ol o) aal g o) <l Al
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