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Abstract

This study discusses one of the most important topics of international finance: the impact
of exchange rate fluctuations on private capital flows in a number of East Asian countries for
the period 1980-2015, based on the assumption that several factors affect capital flows and
consider price changes The most important of these factors, starting from the main concepts and
theories explaining the relationship between these factors and private capital flows, highlighted
the importance of excessive exchange rate changes in the creation of the 1997 Asian tiger crisis
and the resulting.

The study was enhanced using annual data analysis of exchange rates, real GDP growth as
well as the real interest rate as well as net foreign capital inflows using the PANEL time series
approach by applying the static effects model in static analysis and determining the extent of the
relationship Term equilibrium between the exchange rate and capital flows in the Asian tiger
countries, followed by the estimation of the ARDL self-regression model, where the results of
the study indicated that the low exchange rate changes were the main variable defined for
capital flows The study also confirmed that there is a long-term balance between the exchange
rate and the capital flows in the sample countries.

Key words:
Private Capital Flows - Asian Tigers - PANEL Models - Static Analysis - ARDL.
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Wald Test:
Equation: Lintitled

Test Statistic Value df Frobakility
F-statistic 36.40954 (3, 59 0.0000
Chi-square 109 2286 3 0.0000

Mull Hypothesis: C(1)=C(2)=C(2=0
Hull Hypothesis Summary:

Harmalized Restriction (= 0} YWalue =td. Err.

(1) 0.00036%9 0.000145
Z{2] 0454522 0.078651
Z{3] 01898769 0.098027

Restrictions are linear in coefficients.
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2015-1980 3z I dwgpalt Joull B #3500t Sl pized izl dndadt 28 1(1) ekl

Jall (il cilsds i pall jrw Aaall mUY gai Saildl)

Paye code annee Cap TC Gr R
Ayl b, S 1 1980 0.010 607.430 -1.890 -5.130
Ayl b, S 1 1981 0.130 681.030 7.400 0.004
Apgall ) S 1 1982 0.080 731.080 8.290 5.320
Apgiall S 1 1983 0.080 775.750 12.180 4.880
Apgiall S 1 1984 0.110 805.980 9.860 5.310
Ayl b, S 1 1985 0.230 870.020 7.470 5.560
Ayl b, S 1 1986 0.380 881.450 12.240 5.540
Ayl b, < 1 1987 0.410 822.570 12.270 4.980
Apgall ) S 1 1988 0.500 731.470 11.660 3.200
Apgiall b, S 1 1989 0.450 671.460 6.750 5.210
Apgiall S 1 1990 0.280 707.760 9.300 -0.350
Ananll S 1 1991 0.360 733.350 9.710 -0.200
Aagall S 1 1992 0.200 780.650 5.770 1.990
Aaaall S 1 1993 0.150 802.670 6.330 2.020
Apgall S 1 1994 0.180 803.450 8.770 0.750
Apgiall ) S 1 1995 0.320 771.270 8.930 1.440
Apgiall S 1 1996 0.390 804.450 7.190 3.680
Aaaall S 1 1997 0.510 951..29 5.770 7.730
Ansiall L) S 1 1998 1.440 1401.440 -5.710 9.840
Aagall S 1 1999 1.920 1188.820 10.730 10.550
Apgall ) S 1 2000 2.050 1130.960 8.830 7.520
Apgiall b S 1 2001 1.220 1290.990 4.530 3.920
Apyall b S 1 2002 0.900 1251.090 7.430 3.600
Aaaall ) S 1 2003 1.030 1191.610 2.930 2.750
Ansiall L) S 1 2004 1.740 1145.320 4.900 2.840
Ansiall L) S 1 2005 1.520 1024.120 3.920 4.520
Apgall ) S 1 2006 0.910 954.790 5.180 6.140
Appiall b S 1 2007 0.790 929.260 5.460 4.060
Apyiall ) S 1 2008 1.120 1102.050 2.830 4.090
Aagall b S 1 2009 1.000 1276.930 0.710 2.030
Aagall S 1 2010 0.870 1156.060 6.500 2.280
Ayl S 1 2011 0.810 1108.290 3.680 4.110
Tasall b)) S 1 2012 0.780 1126.470 2.290 4.310
Tasall b)) S 1 2013 0.980 1094.850 2.900 3.760
Tasall b)) S 1 2014 0.660 1052.960 3.340 3.640
Ansiall L) S 1 2015 0.370 1131.160 2.610 1.290

Ll 2 1980 3.810 2.180 7.440

L e 2 1981 5.060 2.300 6.940

L e 2 1982 5.210 2.340 5.940

L e 2 1983 4.150 2.320 6.250

L e 2 1984 2.350 2.340 7.760

Ll 2 1985 2.230 2.480 -1.120

L e 2 1986 1.760 2.580 1.150

L e 2 1987 1.310 2.520 5.390 2.700

Ll 2 1988 2.040 2.620 9.940 5.480
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Ll 2 1989 4.290 2.710 9.060 4.240
Ll 2 1990 5.300 2.700 9.010 4.800
U e 2 1991 8.140 2.750 9.550 5.560
U e 2 1992 8.750 2.550 8.890 7.560
U e 2 1993 7.480 2.570 9.890 5.810
e 2 1994 5.830 2.620 9.210 4.640
e 2 1995 4.710 2.500 9.830 4.920
Ll 2 1996 5.040 2.520 10.000 6.040
Ll 2 1997 5.140 2.810 7.320 6.910
L e 2 1998 3.000 3.920 -7.360 3.350
U e 2 1999 4.920 3.800 6.140 8.510
U e 2 2000 4.040 3.800 8.860 -1.090
e 2 2001 0.600 3.800 0.520 8.850
Ll 2 2002 3.170 3.800 5.390 3.300
L 2 2003 2.920 3.800 5.790 2.910
L e 2 2004 3.510 3.800 6.780 0.030
L e 2 2005 2.730 3.790 5.330 -2.670
L e 2 2006 4.730 3.670 5.580 2.410
e 2 2007 4.690 3.440 9.430 4.440
Ll 2 2008 3.280 3.340 3.320 -5.290
L 2 2009 0.060 3.520 -2.530 10.630
L e 2 2010 4.270 3.220 6.980 -2.520
L e 2 2011 5.070 3.060 5.290 -0.470
L e 2 2012 2.830 3.090 5.470 3.750
e 2 2013 3.490 3.150 4.690 4.430
Ll 2 2014 3.140 3.270 6.010 2.070
e 2 2015 3.700 3.910 4.970 4.970
Lona 53 3 1980 626.990 8.720

Lona 53 3 1981 0.160 631.760 8.150

Lona 53 3 1982 0.250 661.420 1.100

Ly g3) 3 1983 0.360 909.260 8.450

Ly g5) 3 1984 0.260 1025.940 7.170

Loy g5) 3 1985 0.360 1110.580 3.480

Lona 53 3 1986 0.320 1282.560 5.960 18.910
Lona 53 3 1987 0.510 1643.850 5.300 5.260
Lonai 53 3 1988 0.680 1685.700 6.360 14.060
Lo 530 3 1989 0.720 1770.060 9.080 12.840
Lot 530 3 1990 1.030 1842.810 9.000 12.570
Lot 530 3 1991 1.270 1950.320 8.930 17.590
Lona 53 3 1992 1.390 2029.920 7.220 16.390
Lonai 53 3 1993 1.270 2087.100 7.250 1.920
Lonai 53 3 1994 1.190 2160.750 7.540 9.260
Lo 530 3 1995 2.150 2248.610 8.400 8.340
Lo 530 3 1996 2.720 2342.300 7.640 9.520
Lo 530 3 1997 2.170 2909.380 4.700 8.210
Lona 53 3 1998 -0.250 10013.620 -13.130 -24.600
L 30 3 1999 -1.330 7855.150 0.790 11.830
L 30 3 2000 -2.760 8421.780 4.920 -1.650
Lo 530 3 2001 -1.860 10260.850 3.640 3.720
Lo 530 3 2002 0.070 9311.190 4.500 12.320
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Lpnas g3) 3 2003 -0.250 8577.130 4.780 10.850
L 30 3 2004 0.740 8938.850 5.030 5.130
Lo 530 3 2005 2.920 9704.740 5.690 -0.250
Lo 5230 3 2006 1.350 9159.320 5.500 1.660
Lo 530 3 2007 1.600 9141.000 6.350 2.340
s 530 3 2008 1.830 9698.960 6.010 -3.850
s 530 3 2009 0.900 10389.940 4.630 5.750
s 530 3 2010 2.030 9090.430 6.220 -1.750
Lo 530 3 2011 2.300 8770.430 6.170 4.590
Lo 530 3 2012 2.310 9386.630 6.030 7.750
Lo 530 3 2013 2.550 10461.240 5.560 6.370
Lona 530 3 2014 2.820 11865.210 5.020 6.850
s 530 3 2015 2.330 13389.410 4.790 8.090
3G 4 1980 0.590 20.480 5.170 3.060
55 4 1981 0.830 21.820 5.910 8.150
2 4 1982 0.520 23.000 5.350 11.330
2 4 1983 0.870 23.000 5.580 11.150
2 4 1984 0.960 23.640 5.750 15.120
3G 4 1985 0.420 27.160 4.650 13.610
3G 4 1986 0.610 26.300 5.530 11.530
3G 4 1987 0.700 25.720 9.520 6.510
2 4 1988 1.790 25.290 13.290 5.350
2 4 1989 2.460 25.700 12.190 5.780
2 4 1990 2.860 25.590 11.170 8.170
55 4 1991 2.050 25.520 8.560 9.120
35 4 1992 1.900 25.400 8.080 7.350
3G 4 1993 1.400 25.320 8.250 4.390
2 4 1994 0.930 25.150 8.000 5.950
2 4 1995 1.220 24.920 8.120 7.100
2 4 1996 1.280 25.340 5.650 8.930
3G 4 1997 2.590 31.360 -2.750 8.830
35 4 1998 6.430 41.360 -7.630 5.880
3G 4 1999 4.820 37.810 4.570 11.860
2 4 2000 2.660 40.110 4.460 6.420
2 4 2001 4.210 44.430 3.440 5.230
O 4 2002 2.490 42.960 6.150 5.100
2O 4 2003 3.440 41.480 7.190 3.710
2O 4 2004 3.390 40.220 6.290 1.860
2O 4 2005 4.340 40.220 4.190 0.670
O 4 2006 4.020 37.880 4.970 2.140
O 4 2007 3.280 34.520 5.440 4.470
O 4 2008 2.940 33.310 1.730 1.810
2O 4 2009 2.280 34.290 -0.740 5.760
2O 4 2010 4.330 31.690 7.510 1.780
2O 4 2011 0.670 30.490 0.830 3.050
2 4 2012 3.250 31.080 7.230 5.090
3G 4 2013 3.800 30.730 2.700 5.140
3G 4 2014 1.230 32.480 0.820 5.750
O 4 2015 2.280 34.250 2.830 6.330
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24
Series: RESID
— Sample 1280 2015
20 Observations 110
16 Mean 5 65e-17
- Median -0.020285
I aximum 1.660300
12 M inimum -1.383452
Std. Dev 0.527240
Skewness 0.347817
&1 Kurtosis 4.010684
4 JarqueBera 5899700
Probability 0031750
D I:I 1 i T 1 T I:I 1
-1.0 -0.5 0.0 0.5 1.0 1.5
A5 4 ghal) byl g 3ai 1(3) alal
PRM FEM REM
Var ahla o dant Varianla: CA Dependant Variable: CAP
Dependent Variadle: CAP DEpEIElEI]t fareile E'P lethod: Panel EGLS (Cross-section random effects)
ethad Panel Least Squares ethoc: FanelLeast Squares Date: 05105117 Time: 1250
P Date: D2/06MT Time: 12:44 Sample: 1980 2015
Diate: 0R10GMT Time: 1400 Sample; 1980 2015 Periods included: 36
Bample: 1980 2015 o i el 5 Cross-sections included: 4
-p4 oA 1 Pernjsmcllujejsu Tatal panel (unoalanced) absenvations: 130
Perinds included: 38 Cross-sections included: 4 Swamy and Arora estimator of companant variances
Cross-sections included: 4 Total panel (unbalanced) obsenations: 130
. . o Variable Coefiicient  Std. Ermor  +-Stafistic  Prob.
Total panal {unbalanced) obsenvations: 130 o - B
ariable Cosficient St Error +Stafistic  Prob. C 219305 0298400 8553817 0.0000
o g " c 0000155 3B6E-05  -4013366  0.0001
Variable Coeficlent  &td Emor  tofafistic  Prab. C 170070 D80ET BEEIL 00000 GR 0.041818 0032865 1272404 (0.2056
o 2.15E-UE ?.19E-UE 01299504 D:?BE1 R 0032083 DO2EETE 1254328 02120
C 2193196 0333081 6284970 0.0000 R 0052481 0033376 1571409 0MBE Effects Specification
1 Q000155 S0IEDE -30IM42 0002 R 01074 0026685 36045 07001 50 Rm
GR 0047818 0042631 0879933 03282 o Cross-section random 0000000 0.0000
R 200083 005 08T 036 Effects Speciication leiosyneratic random 1412228 1.0000
* . o iy Crass-section fired (dummy variables) eighted Stafistics
R-SQLISFE'J 0'0?480” ean dependent 1,99i1:4 R-squared 0.084863  Mean dependent var 1993154
Rdusted R-squared  0.08307¢ 3D, dependentvar 1899214 R-squared 470570 Weandependentvar — 1993154) [adjustedRsquared  0.06307¢ S, dependentyar 1495214
BE of feqressi AT Akaike info crtric G| |PdustedResquared 04475 SD.depsndentiar 1803214 |SE. ofregression 1834471 Sum squaredresid - 4240259
SE dfiegession 1E344TT A o cieion 08T ql q- 9900 Lpail -p . "y fh F-statistic 3.804773 Durain-Watson stat 0.403996
ansqusires] A0 Shanciein 4R SE N VI Mateni e GO esay  omos
e o ool [SUmsquaredresid 2453098 Schwar criterion 1734062
fil I:\Ilj D17 . (] 7857 . . . . . .
IE]Jt|¥“t|,‘hJ] ?;94222 galm,an,gtlllnwtn{' 31819; Lag likelinood 2397381 HannanQuinnerter 3643296 Unweighted Statistics
-S1a0SHIc aagaffa LUIBIN-alsan sta SUSE0) |retatiot 007 Dprhin-ate 7005
—— L0106 Fsta.t\st\c. 18.22092  Durbin-Viatson stat 0.708809 Resquares 0082853 Hzan sependentyar .
TOD{~-SLaUsc) WD Prob(F-statstc) 0.000000 Sum squared resid 4240259 Durbin-Watson stat 0.403995
Lagrange multiplier (LM} test for panel data
Date: 05/06M17 Time: 12:.05
Sample: 1980 2015
Total panel chservations: 120
Probability in ()
Ao laa Lid): (4) a8 dalal)
Mull (no rand. effect)  Cross-sectio... Period Both I ( )PQJ

Alternative

Cne-sided

One-sided

Breusch-Fagan

271.0025

1.367237 272.36897

Breusch-Pagan LM

(0.0000) (0.2423) (0.0000)
Honda 16.46215  -1.160280 10.51369
(0.0000) (0.8789) (0.0000)
( |
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Panel unit root tast Summary

Zeries: CAP

Crate: 05/08M17 Time: 17:40

Sample: 1980 2015

Exogenous variables: Individual effects, individual linear trends
Automatic selection of maximum lags

Automatic lag length selection based on 2IC; 010 1

Correlated Random Effects - Hausman Test
Equation: Untitled "o LR w
Test cross-section random effects Hausman JLFA‘ (5) 'PQJ d"“‘d‘
Test Summary Chi-Sq. Statistic  Chi-Sg. df Prok.
Cross-section random 89.609636 3 0.0000
= WARMNIMNG: estimated cross-section random effects variance is zero.
Cross-section random effects test comparisons:
“ariable Fixed Random WarfDiff. ) Frob.
TC 0000022 -0.000155 0.000000 0.0037
GR 0.052451 0041818 0.000034 00880
= -0.011074 -0.032083 0.000169 01057
By giallfie 3= -1. 23174832
2 e 2. 082204 A g9 J<I A 8N Al 5l o(6) @atal
St 3 -0.971281
A5G 0413203289

| (0) Wigiae dic 7z 3gall) cilpiial Bangl) jda Ll il 1(7) Galal)

Panel unit root test. Summary

Zaries: TC

Date: 05/06M17 Time: 17:56

Sample: 1880 2015

Exogenous variables: Individual effects, individual linear trends
Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0fo 1

Mewey-West automatic bandwidth selection and Bartlett kernel Mewey-West automatic bandwidth selection and Bartlett kemel
Cross- Cross-
I1:-thu:|-4 Statistic  Prob.*™  seclions Obs n:-tn.:.u Statistic  Prob**  sections Qbs
I it root (Assumes commen unit ract process) I lit root (assumes comman unit root process)
Levin, Lin & Chu t* -0.84738 04717 4 3 Levin. Lin & Chu t* 049604 0.A901 4
Breitung t-stat -2.41840 00078 4 3 Breitung t-stat -1.08402 01392 4
Mull: Unit root (assumes individual unit roct process) Mull: Unit roct (assumes individual unit root process)
Im, Pesaran and Shin W-stat -1.64675  0.0488 4 138 Im. Pesaran and Shin W-stat 032862  (0F2088 4
ADF - Fizher Chi-square 14,3268 0.0736 4 138 ADF - Fisher Chi-square 553533 06999 4
PP - Fisher Chi-square 13.0308 01108 4 134 PP - Fisher Chi-square 985680 02752 4

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

** Probahilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asvmptotic narmality.

Panel unit raot test: Summary

Series: GR

DCate: 05/06M17 Time: 1203

Sample: 1980 2015

Exogencous variables: Individual effects, individual linear trends
Automatic selection of maximum lags

Automatic lag length selection based on SI1C: 0

Mewey-\West automatic bandwidth selection and Bartlett kernal
Balanced ahservations for each test

Cross-

[Method Statistic Prob **  sedions Obs
Elull: Unit rogt (assumes commen unit reot process)

Levin, Lin & Chu t* -7 166448 0.0000 4 140
Breitung 1-stat -4.82187 0.0000 4 136
Full: Unit root fassumes individual unit raot process)

Im, Pesaran and 2hin W-stat -6.57240 0.0000 4 140
ADF - Fisher Chi-square 51.0102 0.0000 4 140
PF - Fisher Chi-square 111.464 0.0000 4 140

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. Al othertests assume asymptotic normality.

(

0
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Fanel unit root test: Summary

Series: R

Date: 05/06M7 Time: 18:08

Sample: 1980 2015

Exogenaus variables: Individual effects individual linear trends
Automatic selection of maximum lags

Automatic lag length selection based on 31C: 0

Mewey-\West automatic bandwidth selection and Bartlett kernel
Cross-
Method Statistic  Prob**  zeclions Obs
Mull: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -4.29309  0.0000 4
Breitung t-stat -1.64847  0.0486 4
Mull: Unit reot (assumes individual unit root process)
Im, Pegaran and Shin W-stat  -7.12826  0.0000 4
ADF - Figher Chi-square 540066  0.0000 4
PP - Fisher Chi-square 53.2103  0.0000 4

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

]
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Panel unitroot test summary

Series: D(CAP)

Date: 0810617 Time; 17.47

Sample: 1980 2015

Exogenous variables: Individual effects, individual linear trends
Automatic selection of masimum lags

Automatic [ag length selection based an 3IC: 0t 1
Mewey-Vest automatic bandwidth selection and Bartlett kernel

Fanel unitroottest Summary

Series: D(TC)

Date: 05/0617 Time: 1757

sample; 1980 2015

Exagenous variables: Individual effects, individual linear trands
Autamatic selection of maximum lags

Autamatic [ag length selection based on SIC: 0

MNewey-West automatic bandwidth selection and Bartlett kernel

Cross- Crogs-

lethod Satistic  Prob**  sections  Obs Mathod Statistic  Prob*  seclions  0bs
ull: Uinit roat (assumeas common unit root process) ML Unit root (assumeas commen unit root process)

Levin, Lin & Chu t? 024800 0.0000 4 134 Levin, Lin & Chu t* -5.30956  0.0000 4 133
Breitung t-stat -3.46484  0.0000 4 130 Breitung t-stat -2.64230  0.0041 4 128
Bull: Unit root (assumes individual unit root process) Mull: Unit root {assumes individual unit raot process)

Im, Pesaran and Shin W-stat ~ -8.82085  0.0000 4 134 Im, Pesaran and Shin\W-stat ~ -7.24798  0.0000 4 133
ADF - Fisher Chi-square B81.9992  0.0000 4 134 ADF - Fisher Chi-squara 50.0824  0.0000 4 133
PP - Fisher Chi-square 123532 0.0000 4 135 PP - Fisher Chi-square §2.6987  0.0000 4 133

* Probabilities for Fisher tasts are computed using an asymptofic Chi
-gquare distribution. Al other tests assume asymptotic normality.

* Probabilities for Fisher tests are computed using an asymptotic Chi
-gquare distribution. Al ather tests assume asymptotic normality.

Ciependent Variable: D{CAP)
Method: ARDL
Crate: 05/08/M17T Time: 00:45
Sample: 1284 2015
Included chservations: 110
Maximum dependent lags: 4 (Automatic selection)
Model selaction method: Akaike info criterion (AIC)
Dynamicregressors (4 lags, automatic) TC GR R
Fixed regressors:. C
FMumber of models evalulated: 16
Selected Model: ARDL{4, 4 4 43
Mote: fimal equation sample is larger than selection sample
Variable Coefficient Std. Error t-Statistic Prob.*
Long Run Equation
TC 0.000259 0.000145 BE5TF37 0.0132
SR 0454522 0.078651 7 0.0000
R 0.198769 0.098027 027701 0.0471 JJM\ 633‘-"3‘ #ﬁ; :(9) "ph!\
Short Run Equation
COINTEQO -0.418994 0.295279  -1.418977 0.1612 ARDL (4.4.4.4)
D{CAP(-11) 0.014415 0187228 0.075290 0.9289
(T4 -0.157176 0.251589 -0.524485 0.53247
-0.081939 0175922 -0.519659 0.6052
0022630 0.179893 0.125797 0.9003
-0.168073 0123827 -1.360612 01788
0217472 0282721 0.769208 0.4448
-0.205230 0225301 -0.914023 0.3644
-0.013294 0126817 -0.104829 09169
-0.155220 0.0847G5 -1.851242 0.0521
-0.057207 0.075561 -0. 757104 0.4520
-0.005421 0.033499 -0.191687 0.8486
-0.084501 0.046845 -1.8038632 0.0764
-0.0247893 0.016237 -1.525972 013221
-0.022150 0.0198925 -1.111634 0.2708
-0.081180 0.064543 -1.257916 0.2134
-0.080087 0.297488 -0.201508 0.84410
Mean dependent var 0.008000 S.0. dependent var 1.2810&87
S.E. of regression 0716620 Akaike info criterion 1. 761327
Sum squared resid 20.29999 Schwarz criterion 3327442
Log likelihood -43. 48624 Hannan-Ciuinn criter. 2.397592
*rlote: p-values and any subsequent tests do not account for model
selaection.
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