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ABSTRACT

The study analyses the economics intuition that the domestic savings may determine the in-
vestments in a country. The assumption is tested on domestic savings between 1982 and 2016
in Southeast Asia economies in a panel regression framework. The hypothesis is that domestic
savings stimulate economic growth through investment financing and, thus, the high savings rate
observed in Southeast Asian countries can contribute to the outstanding GDP growth in the
region. The tests sort out the significant determinants of investments. The analysis successfully
indicates the significance of domestic savings beside other variables, and confirms the hypothesis,
namely, the domestic savings affect investments and indirectly the economic growth, while FDI
does not prove to be significant.
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1 INTRODUCTION

There is a common approach among the various
economics schools that households’ saving is
an engine of economic growth through invest-
ments. According to economic history, catch-up
models based on internal savings can result in
a more sustainable economic growth path for
a national economy. Retail savings represent
a secure and predictable source for both the

companies and the state. There is a positive
correlation assumed between higher household
savings rates and investment, although there
is a dispute in international literature: higher
domestic household savings rates can be cou-
pled with higher investment rates according to
Feldstein and Horioka (1980).
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In the following study, the focus is on foreign
and domestic savings in several Southeast
Asia countries (Singapore, Thailand, Malaysia,
China, South Korea, Vietnam and Japan) in
the period between 1995 and 2015. The Asian
developmental state model has strongly built on
the GDP impact of investment and preferred
the saving attitude of households to finance the
domestic investment.! According to the saving
and investment preference of the developmental
state model, it is a relevant question whether
there is any impact of domestic savings on
(next period) investments. The analysis focuses
on explaining outstanding values and the co-
movements. The hypothesis is that domestic
savings stimulate economic growth through
investment financing and, thus, the high savings
rate observed in Southeast Asian countries can
contribute to the outstanding GDP growth in
the region. The methodology is panel regression
analysis on Southeast Asian data. The tests
alm to determine the significant determinants
of investments in a country. Augmented Dickey-
Fuller test is performed to sort out unit root
problem of independent variables. The purpose
of analysis is to indicate the significance of
domestic savings beside other variables, and
this way to prove the hypothesis, namely,

the domestic savings affect investments and
indirectly the economic growth.

The structure of the study starts with the
theoretical framework to support the empirical
analysis with economics and empirical tests.
It reviews the loanable funds theory as the
model describing the relation between the
savings and investments, the theory of life cycle
hypothesis as a microeconomics modelling on
factors of savings which helps to explain the
trends in Asian household savings. Besides, the
framework gives an outlook about the current
approach of Feldstein-Horioka puzzle and the
empirical literature about the Asian saving-
investment relation.

The methodological part explains the selec-
tion of determinant variables, the composition
of the regression function and the sources
of data together with some overview on the
trends of data. The part about the empirical
results explains the multi-steps process of selec-
tion of significant determinants of investment
and measure the role of domestic household
savings in the Southeast Asian case to test
the Feldstein-Horioka puzzle. Finally, the dis-
cussion compares the current results to the
earlier conclusions appearing in the empirical
literature review.

2 THEORETICAL FRAMEWORK

The relation between savings and investment is
described by the loanable funds model where
the real interest rate create link between the
two flow variables. The model was built on
Knut Wicksell’s theory which was developed by
Bertil Ohlin, Gunnar Myrdal, Jacob Viner and
Erik Lindahl. Later, the model got renewed by
Hayek as part of neoclassical (neo-Wicksellian)
theory, then it was integrated into the new-
Keynesian IS-LM model by Hicks, as one partial
market. From the loanable funds model, mutual
lagged determination can be derived between
investment and savings. More savings creates
bigger pool of sources for investment, and more
investment results in bigger disposable income
as a base for saving. Focusing on the impact of

savings on investment, the loanable funds model
helps us to understand that higher volume
of domestic savings means higher supply of
financing, thus, lower cost of interest payable
for debtors/investors who will be willing to
raise their investment for lower cost of loans.
Even though, more savings means less house-
hold (and maybe public) consumption, the
economics intuition assumes multiplier effect
growing from investment, and this way expects
additional economic growth. (Mankiw, 1997;
Maétyés, 1980)

But the globalized world economy raises an
issue whether is there any growth impact of
domestic savings in an internationalized market
of loanable funds? The Feldstein-Horioka puzzle

IThe deep institutional explanation of the Asian model is analyzed by Benczes (2002).
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gives an empirical reply by assuming that
international capital mobility is not perfect,
that is why the level of domestic savings can
determine the level of domestic investment.
Feldstein and Horioka (1980) uncovered in
their empirical paper that there is a strong
link between the domestic savings rates and
domestic investment rates. This means that not
the direction of international capital mobility
explains the international differences in invest-
ment first of all, but the domestic savings since
the international differences of savings rate
“have resulted in almost equal corresponding
difference in the domestic investment rates”
among similarly high developed countries. This
lead to the second conclusion that actually the
capital is not perfectly mobile as it was assumed
before by the neoclassical economics.

Tesar (1991) made a robustness check test
about the saving-investment linkage, which
found significant and well explaining regression
function about the correlation for certain group
of OECD countries, but uncovered sample bias
problem and the challenge of capital control
by states. As Bibi and Jalil (2016, pp. 236—
238) summarized, there are numerous studies
which found spurious correlation related to
the puzzle or simply found weak link between
savings and investments, in other words, strong
international capital mobility, meanwhile the
authors themselves confirmed the existence of
the puzzle with a Common Coeflicient Mean
Group model. Beyond their literature summary,
Fidrmuc (2003, p. 136) recognized that high
developed EU countries have financed a high
share of their domestic investment from inter-
national sources, which phenomenon indicated
that the Feldstein—Horioka puzzle has had less
importance in the EU with free movement of
capital. Baxter and Crucini (1993) uncovered
some explanation for the contradictory conclu-
sions. They connected the coexistence of strong
saving-investment correlation and high mobility
of capital to the investment boom periods on
the one hand, and the size of the countries on
the other hand.

Attanasio et al. (2000) made a clash of
OLS, GMM, Granger Causality and Dynamic
Trivariate Model tests on several samples of

countries to verify the assumptions among
savings, investment and economic growth —
among others, the hypotheses by Feldstein and
Horioka (1980) and Baxter and Crucini (1993).
Focusing on impact of savings on investment,
their result confirmed the significant impact of
savings on investment. Only in case of GMM
model, the level of significance did not achieve
5%, but only 10%.

The relationship to the Feldstein-Horioka
puzzle in the current study is that it aims to
find evidence, first of all, of the strong link
between domestic savings and investment. The
imperfection of capital mobility in the South-
east Asian region is just the thesis concluded
from the puzzle, but not analysed directly.

Savings are influences by decisions made by
governments and the corporate and household
sector, and the social, economic and demo-
graphic characteristics of the household sector.
Kapounek et al. (2016) reviews the approach
of the so-called lifecycle hypothesis (LCH),
which was formulated according to Modigliani
(1966) and Sturm (1983). Namely, the lives
of individuals are divided into two stages, one
active and one inactive. Their savings targets
are categorized into four categories by the
LCH model: retirement, precautionary reserve,
bequest and finally purchase of tangible assets.
The model assumes a steady state economy. Ac-
cording to Sturm (1983), the following variables
determine the willingness to save the household
sector: life expectancy, retirement age, age
distribution, family size, average age of em-
ployment, skill level. However, the LCH model
was questioned by the behavioural economics
picture of household preferences (Diamond and
Vartiainen, 2007). This conclusion resulted in
the behavioural life cycle hypothesis (BLCH).

The outstanding economic performance of
Southeast Asian countries has been widely
discussed in the literature for a long time.
However, there is no consensus on factors
of rapid growth experienced in the region.
One explanation assumes that the reason of
success is the high level of capital accumulation.
Namely, these countries prefer savings for fu-
ture investments to current consumption. While
another approach emphasizes the adaptation
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of technologies from developed countries and,
this way, the improvement of productivity. Al-
though capital accumulation and productivity
growth do not necessarily separate or even
strengthen one another in supporting economic
growth (Collins and Bosworth, 1996).

The growth model of Collins and Bosworth
(1996) allows the release of output-change to
factor accumulation and efficiency improve-
ment, and thus can be determined as the
source of economic growth.? It was concluded
that capital accumulation was remarkable in
East Asia, but productivity growth was rather
average, thus, the remarkable performance in
the region was a result of high level of savings.

There are studies concentrating on interre-
gional capital immobility inward China, which
are based on the Feldstein-Horioka approach.
On Chinese regional savings and investment,
Narayan (2005) executed cointegration test over
the period 1952-1998, Li (2010) made OLS
and Granger causality tests over the period
1978-2006, and both proved significant saving-
investment relation and low interregional capi-
tal mobility, what was connected to government
restriction on capital.

Kim (2001) analyses the Asian saving ratio
before the financial crisis 1997, when the savings
fluctuated between 30% and 50% of GDP,
which has proved to be a factor in rapid
economic development and has contributed to
job creation, poverty reduction, productivity
growth, trade expansion and increased pros-

perity. According to Kim’s conclusions, it is
worth to stimulate savings as there is a mutual
positive relationship between GDP per capita
growth and domestic savings rates even in
those Asian countries where per capita national
income is low.

Liu and Xu (1997) analysed the case of
Shanghai in 1981-1993, and they found strong
correlation between the accelerating domes-
tic household savings and a notable shift in
importance of investment contributing to the
economic growth. They emphasized the role
of household savings in investment financing.
Their conclusion was that, before the economic
reform in 1978, the Chinese government covered
the necessary investments from “compulsory
savings” and transferred most of the resources
to the heavy industry. However, the savings
rate has remained high after the reform, with a
variety of financial instruments for households.

Tang et al. (2008) investigated the impact
of foreign direct and domestic investments on
economic growth in China with variable vec-
tor autoregressive (VAR) and error correction
(ECM) models between 1988 and 2003. Their
results show that FDI did not crowded out,
but complemented domestic investment, thus
supporting economic growth. At the same time,
the impact of domestic investment on growth
has been much more significant than in case
of FDI, and therefore the authors suggest to
encouraging domestic savings much more than
attracting foreign investment.

3 METHODOLOGY AND DATA

The time series will be collated together with
additional variables, in panel regression. The
main question is whether the investment is
significantly influenced by the determinant
variables, and besides, whether investment is
driven by rather domestic savings or FDI.
In addition to the FDI and savings variables
analysed in the first half of the study, the
following economic indicators were included
as the explanatory variables in the model:
real interest rate, inflation, GDP growth and

government debt. Many previous studies have
shown a strong and positive relationship be-
tween savings and investment (Feldstein and
Horioka, 1980; Bayoumi, 1990, etc.), so the
hypothesis in the following analysis will be the
same.

In case of FDI, the net inflow data was
included in the model. The link between FDI
and investment depends on the sector including
the foreign investment inflows, and the activity
level of domestic enterprises in the sector.

2The holistic concept of growth potential and structural conditions are analysed in details by Halmai (2015).
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If the domestic companies are represented in
high number in a certain industry, either the
domestic or the foreign capital can suffer from
crowding-out independently from the economic
policy (Ipek and Ayvaz Kizilgsl, 2015). Sim-
ilar trends can be observed in four ASEAN
countries (Vietnam, Malaysia, Thailand and
Singapore) and South Korea. Most of the
foreign capital flows into the manufacturing
industry, the financial services sector and the
commercial sector. In China, the preferred
sectors of investment are the manufacturing
industry and the real estate sector in the
largest proportion. Generally, the proportion
of domestic investments in the agricultural
sector and in the manufacturing is roughly
the same as FDI share. In the case of the
service sector, however, the former rate is much
higher. Thus, the crowding-out effect of FDI
does not prevail, and we expect a positive,
significant relationship between domestic and
foreign investments (ASEAN and UNCTAD,
2017).

To characterize the economic growth of each
country, we used the annual percentage growth
rate of GDP per capita. Based on Thomas
Nixon Carver’s and Albert Aftalion’s acceler-
ator theory, we expect a positive relationship
between output growth rates and domestic in-
vestments. According to the theory, if aggregate
demand is increasing, companies either increase
prices or expand their supply. Companies usu-
ally choose the latter option; they are deciding
on new investments to increase productivity
(Bélaceanu, 2011).

To measure the cost of capital, we introduced
the national 12 months real interest rate into
the model as an explanatory variable. The
literature is very divided about the relationship
between real interest rates and investments.
McKinnon (1973) and Shaw (1973) argue that
the low or negative interest rate will reduce the
savings, and thus the investment capital, too
(Cho, 1990). Nevertheless, at lower real rates,
the cost of capital is lower, which stimulates the
investment activity of firms. Namely, a negative
relationship between the real interest rate and
investments can be assumed.

We expect a negative relationship between
sovereign debt and investment, since if gov-
ernment resources are to be spent on debt
repayment, less investment can be financed. It
is also difficult to reach a clear conclusion on the
relationship between inflation and investment.
High and unstable inflation is also unfavourable
for foreign and domestic investment as it
indicates an uncertain macroeconomic environ-
ment. Nevertheless, in those countries where
inflation is higher, the investors may expect
higher risk premia. Higher premium can attract
more investment.

The regression equation is the following:

Bo + p1 - FDL; + 2 - GDPgrowth, +
+ B3 - INFy + fa - By + f5 - St +
+ B6 - RIR + B7 - [1 1 + €4,

I, =

(1)

where I is investment, FDI is the net inflow of
foreign direct investments, GDPgrowth is the
annual growth rate of the GDP per capita, INF
is the inflation rate, B is the public debt, RIR
is the real interest rate, S is the gross national
savings, t is the current time variable and t — 1
is the first lag of the time variable, ¢, is the error
term. Investment, FDI, public debt and saving
are measured as percent of GDP, whereas GDP-
growth, inflation and the real interest rate are
measured as percent.

The first phase is to filter the non-stationary
variables with Augmented Dickey-Fuller test.
Next, it is the correlation analysis among the
variables. The third step to run OLS test with
the first differential value of the determinant
variables and the lagged dependent variable.
Because of the limited significance, a second
OLS test needs to be run which includes
first differential of logarithmic values of the
determinants. The logarithmic form of variables
still includes unit root in the time series,
that is why there is need for transformation
to the first differential. The higher R? and
better Durbin-Watson values give reason for the
second OLS test. (The stationary variables were
not transformed to the regression analysis.)

The data source is the Bloomberg database.
The gross national savings and the investments
data were indirectly imported from the IMF
data base, the FDI net inflow and the annual
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GDP per capita growth ratio indirectly from
World Bank database.

The annual percentage changes in savings
of the analysed countries include strong co-
movement among the Southeast Asian coun-
tries’ savings (except for Vietnam) and, due to
the country’s culture, a high saving rate. There
are three significant negative shifts. The first
between 1997 and 1998 due to the crisis in the
Southeast Asia. It resulted in declining savings
but not so sharply as the falling investments.
This phenomenon led to imbalance between
the two indicators. The second was due to the
slowdown in US economy in 2001 and the third
in 2008 due to the global financial crisis.

It is worth highlighting the tremendous
growth in Vietnam’s savings in 2005. The gov-
ernment launched its four-year socio-economic
plan stimulating the growth of savings (New-
man et al., 2006). China, like the Southeast
Asian countries, has always been characterized
by a high level of savings. Savings were slightly
dropped back only by the Southeast Asian crisis
in 1997. Since 1999 until 2007, a huge increase
in savings was experienced, with an average
18.6% increase in government, corporate and
household savings. The growth in private sector
savings is due to the high profitability of
companies. In the case of the government
sector, primarily the increased tax revenues are
in the background. As far as households are
concerned, savings in this sector have increased
the most. This is partly due to rising wages and,
on the other hand, to the conscious consumer
behaviour of the population (Yang et al., 2011).

The change of foreign investments was mainly
affected by the economic crisis in Southeast
Asia between 1995 and 2000 (except China).
It is important to mention that commer-
cial and financial liberalization programs have
been introduced in Southeast Asian countries

4 RESULTS

since the 1980s and these countries have had
stable macroeconomic indicators (low budget
deficit, stable exchange rate, high savings rate,
etc.), which characteristic made the region
very attractive for foreign capital (Bautista
and Maveyraud-Tricoire, 2007). The Southeast
Asian crisis has caused the biggest damage to
investment in South Korea (—45%), Thailand
(—32%) and Singapore (—16%).

The long-term effects of the Southeast Asian
crisis manifested in that the foreign investment
started to increase in the post-crisis period
but did not reach the pre-crisis volume. On
the one hand, the existing excessive capacity
deterred the emergence of new investments. On
the other hand, investment in Southeast Asian
countries was clearly risky for investors (Lee
and McKibbin, 2006), mainly due to structural
problems (e.g. liquidity problems of financial
institutions).

In China, the average FDI growth was 10%
in the 90s. The Southeast Asian crisis had weak
effect, thus, the FDI inflow deteriorated only
by 1% in comparison to the previous year.
After a greater slowdown occurred in the 2000s,
there was a large influx of FDI (except for
2008, when FDI fell because of the effects of
the global financial crisis), which was induced
by China’s favourable regulatory system for
foreign investors. A significant part of FDI is
still lowing into the manufacturing sector, but
in the last couple of years, the service sector
showed the highest growth in FDI (Davies,
2013).

Meanwhile the FDI quickened in the analysed
region, the domestic investments seemed to be
crowded out as their growth slowed down in
the region. The decreasing tendency can be
observed in each country, which is primarily
the result of the fact that foreign capital inflows
crowded out the domestic capital.

First, Dickey-Fuller tests (ADF) were com-
pleted. According to the null hypothesis there
is a unit root in the time series. Our results are
shown in Tab. 1. Where there is a unit root, the

time series should be differentiated or transfer
into logarithmic form to make stationary and
thus to be included in a regression model.
Among our variables, the time series GDP
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Tab. 1: Augmented Dickey-Fuller test

Variable P-value Stationary p-value of wStationary
(lags) time series 15! differential 15 differential
Debt in % of GDP 0.1380 (1) NO 0.0030 (1) YES
Net FDI inflow in % of GDP 0.2894 (2) NO 0.0000 (2) YES
GDP per capita growth ratio % 0.0000 (1) YES — -
Real interest rate 0.0016 (1) YES — -
Inflation 0.0000 (1) YES - -
Domestic savings in % of GDP 0.1385 (2) NO 0.0000 (2) YES
Investment in % of GDP 0.4949 (2) NO 0.0000 (2) YES
Source: Bloomberg, IMF, World Bank.
Tab. 2: Correlation between the variables
Investment Debt FDI GDP growth Inflation Realr;I:i;erest Saving
Investment 1.000000 —0.480747 —0.085231 0.574047 0.295034  —0.105068 0.577051
Debt —0.480747 1.000000  0.091056  —0.429747 —0.308899 0.008265 —0.318261
FDI —0.085231 0.091056 1.000000 0.146596 0.067300 0.132939 0.523608
GDP growth 0.574047 —0.429747 0.146596 1.000000 0.223060 —0.192537 0.493579
Inflation 0.295034 —0.308899 0.067300 0.223060 1.000000 —0.389367 —0.035538
Real interest rate —0.105068 0.008265 0.132939 —0.192537 —0.389367 1.000000 0.071089
Saving 0.577051 —0.318261 0.523608 0.493579  —0.035538 0.071089 1.000000

Source: Bloomberg, IMF, World Bank.

growth, real interest rate and inflation did not
contain unit roots, so in their case there was no
need for logarithmic form.

Next step, the co-movement between the
variables was analysed. As it is indicated in
Tab. 2, it can be deduced that there is no strong
correlation between explanatory variables. Af-
ter implementation of the tests, panel regression
was performed. In our first regression with 15¢
differentials, only the GDP growth and the 15
differential of lagged saving proved themselves
to be significant. In the first regression, the
Durbin-Watson statistic is 1.8284 which value
indicates the presence of positive autocorre-
lation (Tab.3, Model 1). To address this,
the variables were transformed to logarithmic
value, but it did not exclude the presence of
autocorrelation. That is why the logarithmic
values were differentiated. Thus, as it appears
in our second regression with 15¢ differentials of
logarithmic value of variables, Durbin-Watson
resulted in a value above 2, which means suc-
cessful elimination of autocorrelation (Tab. 3,
Model 2).

Based on the p-value, we observed that at
95% confidence interval the lagged dependent
variable the GDP per capita growth, the FDI
the current saving and the lagged saving are sig-
nificantly influencing current investment. Thus,
according to the model, savings have impact
on investment in the countries surveyed, and
the 1 year lagged saving has outstanding posi-
tive impact among the determinants. Matching
to our initial expectations, the relationship
between the investment and lagged domestic
saving is positive. The impact of domestic
savings is significant. The model contains 225
observations, so the results are robust. Based
on the regression analysis, it can be stated
that lagged domestic savings affect investments
much more, than the inflow of foreign capital.
However, we have to conclude, too, that not
the current saving is important, but the lagged
saving. The negative coefficient of the FDI
can understood as the crowding-out impact
mentioned in the literature review.



Impact of Savings on Capitalization: Case of Southeast Asian Economies 37

Tab. 3: Regression with 15° differentials of variables and 15 differential of logarithmic value of variables at least 5%

significance

Model Model 1. diff Model 2. log and diff
Dependent variable 15t diff. of investment  15% diff. of log-investment
Variables Coefficient Coefficient
Constant —1.942186*** —0.075097***
GDP growth 0.013412%** 0.013412%**

15t differential of lagged saving (lag = 1)
15% diff. Log-saving

15t diff. LogLag-saving (lag = 1)

18% diff. of Log-FDI

15t diff. LogLag-investment (lag = 1)

0.197427%%* -
- —0.393945%**
- 1.205534***
- —0.047769%**
- —0.274487%**

R-squared
Durbin-Watson

Number of observations

0.266071 0.410256
1.828418 2.049447
242 225

Source: Bloomberg, IMF, World Bank (significance: *** at 1%, ** at 5%, * at 10%).

5 DISCUSSION

The literature review particularly overlaps with
the results of the current research in the
following theses: 1) relation between savings
and investment (Feldstein and Horioka, 1980;
Bayoumi, 1990; Liu and Xu, 1997); 2) im-
portance of savings in economic growth (Kim,
2001); 3) crowding-out effect on FDI (Tang et
al., 2008; Ipek and Ayvaz Kizilgol, 2015); 4)
impact of low and negative interest rates on
investment (McKinnon, 1973; Show, 1973; Cho,
1990).

Our results have consonance with the
Feldstein-Horioka puzzle in a special way. The
OLS regressions proved, that the domestic
savings are causing investments but with one
period lag. As Tesar (1991) stated and Bibi and
Jalil (2016) reviewed, the empirical literature
of the puzzle concluded that this is a sample
bias problem whether there is higher capital
mobility and lower importance of domestic
savings (Fidrmue, 2003) or — contrary — because
of low capital mobility, the domestic savings has
measurable significance in investment (Attana-
sio, 2000).

Our findings about the impact of savings is
that there might be a limited capital mobility
in the Southeast Asian region as significance of
savings was proved in our analysis. However, it

looks like that the not the current savings has
the positive effect but the savings lagged with
one year. This can indicate a slow realization of
investment from savings in the region.

Overall, the analysed group of countries
demonstrates the economics intuition worded
by Feldstein and Horioka (1980) or Bayoumi
(1990) among others. The impact of domestic
savings is significant. Since investment con-
tributes to the GDP, it can be concluded
that economics intuition whether saving has
importance in economic growth, since it affects
investment, has been confirmed in harmony
with the existing literature.

About the crowding-out effect of savings on
FDI, is significant, however, very-very small,
although with negative coefficient. This can be
translated as savings are important and FDI
is not important in the determination of rate
of investment. Even though there is a minimal
crowding-out effect, it is much closer to agree
with the VAR model conclusion by Tang et al.
(2008) about no sign of crowding-out, and not
really supporting the conclusion made by Ipek
and Ayvaz Kizilgol (2015) about the existence
of crowding-out.

Although some wildly used citations were
collected about the unfavourable impact of
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low and negative interest rates on investment
(McKinnon, 1973; Shaw, 1973; Cho, 1990),
the current study did not find any negative
consequences on investments originated in the
interest rates of the analysed countries. The

6 CONCLUSION

rates were definitely not in the negative margin,
and maybe neither low enough. The regression
analysis did indicate any significance of interest
rates on investments, that is why this variable
got excluded among the valid determinants.

The study analysed the relation between do-
mestic savings and investment in the Southeast
Asian region. The assumption was originated in
the Feldstein-Horioka puzzle conjecturing that
the domestic savings determine investment. The
hypothesis is that domestic savings stimulate
economic growth through investment financing
and, thus, the high savings rate observed in
Southeast Asian countries can contribute to the
outstanding GDP growth in the region.

The literature review uncovered that one of
the explanations for high economic growth in
the deduces that high level of capital accumula-
tion is the explanation of high investment activ-
ity and dynamic economic growth in Southeast
Asia. In some literature it was concluded that
capital accumulation was remarkable in the
region, but productivity growth was rather
average, thus, the remarkable performance in
the region was a result of high level of savings.

The hypothesis was tested on domestic sav-
ings between 1982 and 2016 in a panel regres-
sion analysis. Singapore, Thailand, Malaysia,
China, South Korea, Vietnam and Japan was
included in the panel. The analysis focused
on explaining variables and the co-movements.
The methodology was a panel regression anal-
ysis. The following economic indicators were
included as the explanatory variables in the

7 ACKNOWLEDGEMENT

model: real interest rate, inflation, GDP growth
and government debt.

Augmented Dickey-Fuller test was imple-
mented to uncover the unit root problem. Log-
arithmic form was introduced to filter the unit
root out time series. Among the implemented
determinants the following ones did not contain
unit root: the time series of GDP growth, real
interest rate and inflation. Namely, in their case
there was no need for logarithmic form.

The Durbin-Watson statistic indicated auto-
correlation. To eliminate it, the logarithmic and
differentiated transformation of the variables
was incorporated in the model. This resulted
a successful elimination of autocorrelation

The purpose of analysis was achieved success-
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