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Endogenous
Growth

Post-
Keynesian
Growth
Theories

e Financial infermediaries
affect growth through
various channels

e The fransmission
mechanism has not been
empirically tested

e Emphasis on income
distribution & the real side
of the economy

e Litfle attention to the
financial side



- Expand Post-Keynesian models to include financial
T variables

. . How FDs affect different sources of
Chaiechi (2012) economic growth

Unique contribution

Incorporation of a financial sector  Monetisation ratio, domestic credit
development indicator & stock market capitalisation

Added to

Accumulation, savings & productivity growth variables
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Prescribed financial indicators do not consider the
complex multidimensional nature of FD

Svirydzenda (2016) FD Index Pyramid

Global Financial Development Database

105 distinct indicators

(Annual) Depth, access & efficiency

Unigue contribution

Addition to the 3 commonly used measures of FD
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GAP 2
Fiscal Sector
& Shocks

Incorporation of the fiscal sector

Accumulation, savings
& productivity growth
variables

Taxation and government
expenditure

Effectiveness of fiscal policy in diluting shocks

Impulse response

functions Through FD indicators



GAP1 Accumulation gr = g+ a12,—y + Ay, + Q31 + QsgxX.—q + ayfd +asfp (1)

Financial
Development Savings gi = P12 + Bom, + Bafd + Bafp (2)
Indicators
Income Distribution Te = Yo+ Y 2: + YoUe +Y39%: (3)
Productivity Growth gx, = To + Tyg. + Toz, + Tafd + Tufp (4)
=S Net Export nx, = —6,z, + 6,m, (5)
& &
Employment U, = n—e gl — e,Az, — e3m, + g,y + esgx, (6)
Market Equilibrium g = gstotal = g5 _nx (7)
gi: Normalised investment
Tt g:: Normalised domestic savings
Z: Capacity utilisation (capital productivity)
T Profit share
nx: Net export (normalized by GDP)
u: Unemployment rate
: GAP 2 gx:  Productivity growth
Fl;csarII:::;or fd: Indicators of financial development

fp: Fiscal Policy



RESEARCH OBJECTIVES

Objective 1
Objective 2
Objective 3

Objective 4

Present an economic profile

Examine dynamic relationships
between financial, real & fiscal
sectors

Diagnosing the sources of financial
market shocks

Examine the effectiveness of fiscal policy:
presumption of coordination failure within
the economy



PROGRESS TO DATE

Conclusion &
Methodology Recommendations

Literature
Review

Given the nature of the indicators of financial development vari-
ables employed in thi financial

we have already put forward, i
tutional and banking arrangements significantly faciltate financial
‘market development and enhance economic growth.

Stylised Results &

Facts Discussion
Objective 1 Objective 2, 3, 4
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Results &
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DATA — COUNTRY/VARIABLES

(Asia-Pacific Economic Cooperation) economies
21 Pacific im members

Reliability, stages of development, population size,

GDP and financial markefts
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Key Macroeconomic variables in the form of a
Kaleckian-post-Keynesian open economy model

IFS-IMF, IMF, World Bank, ILO, OCED (Annual
1980-2015)
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Methodology

ESTIMATION TECHNIQUES

Unit roots, DF, ADF, PP, KPSS, Johansen
Cointegration, Granger Causality

SVAR, Impulse Response, Variance
Decomposition, VEC




Results &

Discussion = DATA — FINANCIAL INDICATORS

Objective 2, 3, 4

~

Outstanding international private debt securities to GDP (%)
Outstanding international public debt securities o GDP (%)
Outstanding total international debt securities / GDP (%)

Stock market turnover ratio (%)
Credit fo government and state-owned enterprises to GDP (%)




Results &

Discussion - DATA -FISCAL SECTOR & SHOCKS

Objective 2, 3, 4

Tax Revenue (% GDP)
Government Expenses (% GDP)

Through FD Indicators
Impulse Response Functions
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Full-open macro- Collected data |dentified the
economic model and defined the appropriate

variables methods of
testing
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