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Effects of output volatility on economic
growth in developed countries considering

trade and financial integration
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Abstract

The financial crisis of Greece and other south European countries causes the
European debt crisis. The economic growth of the world is encumbered with the European
debt crisis. This paper, using an article of Kose, Prasad and Terrones (2006) as the
framework and Greece and Germany as the subject of the study, reviews whether the
influence of output volatility on economic growth will vary with consideration of trade
integration and financial integration.

Our measure of trade integration is a continuous one used widely in the
literature—the ratio of the sum of imports and exports to GDP. The financial integration
measure is the ratio of gross capital flows to GDP. We use the moving standard deviation
of economic growth rate as the proxy variable of output volatility.

The empirical outputs are as follow :
1.At 5% significant level, output volatility has significant negative effect on economic
growth for Greece from 1979 to 2010.

2.At 5% significant level, output volatility has positive effect on economic growth for

Germany from 1979 to 2010, but the positive effect is not significant.

Keywords : output volatility ~ unit root test ~ co-integration ~ trade integration ~
financial integration
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FResRELSYH D FRE o RATFLRIEG EAPRE BE EROERLR
FREE X AT AR F D BRARNFS AL, FHATRT L AR
e e BRRE A N # (output volatility ) #3573 = £ 5 (economic growth
rate) =B A8 o
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A2 P EFT I P W% B A £ (International Monetary Fund ; IMF) <7 % & i
S E '&(Internatlonal Financial Statistics; IFS) e 71 & T4l 5 2 > R AEBPFF p
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&#I%;}ﬁg{ E’j%’ e 1’4 A BEECE S LD FP 4}3}»%‘?‘\ WA f_'gi\;f;;?f_gi
KRRPGEFHRSEF - ANRE T I FERR ERFERR KT FEA AL F

42 FHEESH
421 HPREKETE%
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ADF
R LA R - IFEA

g A= £ % (Growth) -1.653(0)[0.444] —2.82"(0)[0.067]
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SRR L ARAXA R -1.552(0)[0.495] —3.28"(2)[0.026]
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& & FeR (Fl) -1.849(1)[0.351] —4.56™ (1)[0.001]
KR (IR) -3.54(2)[0.014] —4.22" (0)[0.003]
Lo £ F(PR) -1.910(3)[0.323] —5.32"(7)[0.0003]

i l& Y e & ADF & wensiit £ o
2.ADF st B 18P 2 853 J_ik 5 SBC | B RIE 3% cndoif 75 &8 e o
3.[]m eiE i & MacKinnon (1996) one-sided p-values.
4. ADF # T_shj & BK & }?;;ljf'*‘_%fflo
% *xpgpddkn nl i & A 10% ~ 5% 1% Eg ¥R BT IS b A K o

e % ADF %2 ke 7 H TR 2o d 4 4-2-1(A)F I 3K T
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d % 4-2-1(B)% W ¢t 10% kg ¥ -k zmmm Fla 2 AR E S e
FTIa 10)A7: epEefmaxt s ‘? LR s EmELAR S IR
Flom ANARE T LS ELREXE N REDE 1R 5] o d 3 L SHENELIF T
oo Foh e LA R E AR PR 7 x—';l g
% 4-2-1(B) % ®#HE 1 TEF K

ADF
S LA K —FEAA
g & F(Growth) —3.73" (6)[0.010] -2.01 (6)[0.281]
A 1 Mv(vol) 2.749(6)[1.000] -0.82 (6)[0.790]
T ELRAXAE R 5.903(6)[1.000] -0.40 (6)[0.893]
fﬁﬁﬁ%ﬁf@ 2R XA R B -4.428(5)[0.002] —3.70™ (7)[0.011]
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HF F(IR) —4.08™ (1)[0.004] —1.86 (6)[0.343]
L &£ % (PR) ~2.65'(3)[0.095] -1.69 (2)[0.424]

LA N A Ltk e R
2.ADF %3t & f5 O ) 2 ficF ik d5 SBC & |  PI3E 4% o J3 8 8 e -
3.[]p shE & % MacKinnon (1996) one-sided p-values.
4. ADF ¥ 2 e £ BX 5 B 7L 5 HiT o
B.%  wk gk w8 4 10% ~ 5% 1918 %k T IR S A & BR

422 sELBETRS

dNF PGS EF AN s TR FERERAXAE NS C ERE EARAX
A Dk Ee ””%%‘?_f@ﬁ)%. $ﬁﬁff¢ﬁf§: &’?ﬁ?’\?%\n‘—’%% ()R 7] &
CTHERTREFEFELSIT AL AP g ¢ 7 A EEIE (intercept) e F_A 7 4845 (trend)
AR RiEFR T d & 4- 2 2 ,5' Al ?‘;q% H_#p # T (trace test):B T+ {449
(Maximum eigenvalue test) > & &7 & 5% % F K BT > F 7| %Hc2 5 oG » s
ji“rb = ﬁi;}

E T

ﬂ\? M-rr— Igrr’rl— %{b" ﬁi‘\‘ ;

Growth, =1.686Vol, —4.008Vol xTI, +7495.58Vol x FI, +0.031TI, +813.98F,
+1.207IR, +0.093PR,

(4.2.1)

BM&; Hﬁ@ﬁfiwwﬁgbﬁfixﬁ Lk te @ 3 o H R E & ADF 4k %PF 0 2 5%ehAE F K T g

ERAET o e PP KPSS e R d im0 b BACARR L - PEAA SRR k2 At 2R
PAELARR ST ””ﬁﬁixéﬂmiﬁﬂ“ 1(1) 5 7] «
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%422 FE L BET NE LB

The Jyaee Tests

Null Alternative Airace 596 Critical Prob.
Hypothesis Hypothesis Statistic Value
r=0 r>20 442.35 159.53 0.000
r=1 r>1 292.10° 125.62 0.000
r < 2 r> 2 182.31° 95.75 0.000
r <3 r> 3 121.59" 69.82 0.000
r < 4 r> 4 71.248" 47.86 0.000
r<5 r>>5 34.409 29.79 0.014
r==6 r> 6 9.510 15.49 0.320
The Ay, Tests
Null Alternative Arvece 59 Critical Prob.
Hypothesis Hypothesis Statistic Value
r=0 r=1 150.25 52.36 0.0000
=1 r=2 109.79° 46.23 0.0000
r=2 r=3 60.72° 40.08 0.0001
r=3 r=4 50.34 33.88 0.0003
=4 r=5 36.84° 27.58 0.0025
=5 r=6 24.90° 21.13 0.0140
r=6 r=7 9.25 14.26 0.2661

D1 ffl[& PBGE T ES L 1 A R LB L E P AAPK Y BFRAE % X_SBC & # 7]
2.ra sk Fée g miBl-

3% 4 B BOHEEE KT IR B K

4.Prob. # MacKinnon-Haug-Michelis(1999) " p-value °

423 A& ok 5 ki S p L

d A ENE R T LG XL l‘*"_l:cﬂ\? VA A ) B ]i;%’af—?%&ﬁ]’fx’;'
CRBEE DR DR G TR O FH AT RY PO EREFEERL AN
* 5%

-éni% TS R o T 1 A S Ao AR (4-2-2)”LF’r :

AGrowth, = 0.047 +0.026e, , —0.903AGrowth, , —36.30AVol, ,+91.71A(Vol xTI),

(0.000)
+40.60A(Vol x FI),_, —5.256ATl,_, —0.98AFI, , ~1.44AIR _, +0.118APG, ,

(4.2.2)

-

v T

5 BN 4228 OP N %\ p-value » & = 423:%(4.2.2);% # v ¢ 3RF
‘E_% gz"b’$[§h\im"‘iﬁi}iw ’ 5%"17&%_%? J\—E“ v A DB ¥ ‘/ =~k E

=
o

é

—=\ 34
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SR NT A S R o Ak A AR TR Fi F A o

o3t N T e

Growth, =0.018 + 0.365A/ol, — 2.737A(Vol x Tl ), + 25942A(Vol x FI),

(0.827)

+0.063T1, +1815.18FI, —0.04IR, + 0.086PR, (4.2.3)

AR (423 OP it pvalue o d AR (423)5 e D AR 5 0 b
FreamB RS %Y RET B ERIES TR DA R HA
P L) ¥ S ED S IR S R S R R A TR A

o
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