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f%KUWAlTj
‘53,1' et
e
pendent
variable LLy"™ BANK"® FRIVATE"™ PRIV/Y™
G¥P 0.035% DD3R 0014 N.035*
(0, D0 (0011 (0,0 100 (0L 00N
[0.0017 [0 ] [o.1847] [0u001])
R2 0.47 0.39 033 0.54
GK 0.027 0.034 0011 0.032=
(0.0 ) (0.0 (0.DOR Y (0.008R)
[O.at1] (o001 [M.187] 00017
R Q.45 0.54 0,42 051
INV 0.064° 0.010° 0.0554 0.060¢
(0.018) (0.031) (0.026) (0.028)
[0.001] [O.002] [0.044] [0.035]
R? 0.27 0,18 0.24 0,32
PROD 0.030% 0.035¢ Q005 0.028¢
(0D T (D018} {0010} {0011y
(0.0 ] [0.003] 06607 [(0.012]
R? 0.39 (<0 0.22 047
CObacrvations 169
" ¥P = Real per capita GDP growth rate,
GK = Real capital stock per capita growth rate,
INKF = Ratio of investment to GDP,
PROD = F¥P —(0L.3)=GK,
DEPTH = Ratic of liquid liabilities to GDP,
BANK = Deposit bank domestic credit divided by deposit bank domestic credit plus
central bank domestic credit,
PRIVATE = Ratio of claims on nonfinancial private sector to domestic credit,
PRIV/Y = Gross claims on the private sector to GDP.
Orher explanatory variables: Log of initial income, log of initial secondary school enrollment rate,
ratio of government expenditures to GDP, inflation rate, and ratio of exports plus imports 1o GDP,
Instruments: Decade dumunmy wvariables, log of initial income, log of initial secondary school
enrollment rate, initial ratio of government expenditures to GDP, initial inflation rate, initial ratio of
exports plus imports to GDP, and the initial value of the financial indicator.
PStandard errors in parentheses, p-values in brackets.
“Significant at 0.01 level.  “Significant at 0.05 level.
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Country BANK PRIVATE PRIVIY  DEPTH  CURRENCY REAL-RATE
Argentina

1974-76 041 041 017 0.22 045 —44.70

197880 0.81 0.59 0.16 0.21 0.26 —14.13
Chile

1970-73 — — 0.08 0.18 0.31 <0

1977-81 0.45 0.64 0.28 0.17 0.19 8.80
Indonesia

1978-82 0.53 0.40 0.09 0.15 0.38 —3.61

1984-89 0.63 0.51 0.18 0.19 0.22 8.97
Korea

1978-80 0.75 0.70 0.29 0.30 0.13 —0.94

1983-85 0.80 0.74 0.43 0.36 0.07 6.58
Philippines

1975-79 0.77 0.72 0.22 0.22 0.13 —209

1981-84 0.72 0.65 0.29 0.26 0.12 —3.03*

*If 1984 value of — 19.40 is omitted, the average annual real deposit interest rate over the 198183
period is 2.33.
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T : Variables Descripti
- gg ablel: Variables Description
.KUWAIT
4’llllllﬁ\‘\é
Variable Description
Dependent Variable
the difference between the GDP per capita average growth rate over 1985-2009 of the
country jand the United States
Explanatory Variables
Log (Fi/100) log of the average level of financial depth measured consecutively by M2 over GDP,

GDPpci - GDPpc usa 1985

Log (n, + 0.05)

Log (Inv./100)
Log(Gov/GDP)
Log (School/100)
Log (Trade/100)
Inflation

Domestic credit provided by banking sector over GDP, Domestic credit to private sector
over GDP and Market capitalization over GDP

the difference between the log GDP per capita 1985 of the country i and the United
States

log of the average growth rate of population + 0.05 which reflects the advancement of
knowledge following Mankiw et al. (1992)

log of the average investment to GDP ratio

log of the average government expenditure over GDP

log of the average secondary school rate

log of the average trade openness as measured by exports + imports over GDP

the average annual growth rate of CPI

threshold variable is the number of banking branches per 100,000 adults in 2009
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Table2: GMM results using
M2/GDP

Whole sample First regime (<threshold)  Second regime (>threshold)
coef. S.E. T Stat. coef. S.E. T. Stat. coef. S.E. T. Stat.
M2 over GDP (log) -0.517 1.613 -0.320 9.568 3.744 2.556 0.314 1.064 0.295

GDPpci - GDPpc usa 1985 0.107 0463 0.231 -1.707 1.079 -1.583 -0.035 0.450 -0.078

log(ni+g+d) -4.950 1.234 -4.012 -3.441 2.091 -1.646 -2.773 1.016  -2.730
Inv over GDP (log) 10.908 2.256 4.836 10.923 5.599 1.951 5.807 1.510 3.844
School (log) -1.758 1.030 -1.707 -4.848 1.863 -2.602 -0.870 1.009 -0.862
Gov. exp. Over GDP (log) -1.715 1.143 -1.501 -6.287 2.270 -2.770 -1.051 1.102  -0.954
Trade over GDP (log) -0.024 0.637 -0.038 5.117 2.802 1.826 0.198 0.520 0.381
Inflation -0.002 0.001 -1.959 -0.0004 0.0008 -0.482 0.001 0.001 0.991

Threshold Estimate: 4.933
Confidence Interval -Uncorrected: 4.903 5.333
Confidence Interval -Het Corrected Quad: 4.903 5.333
Confidence Interval -Het Corrected NP: 4.903 5.333
Obs. Number 144 39 105
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o Table3: GMM results using Domestic

~redit provided by banking sector/GDP

)
¢

Whole sample First regime (<threshold)  Second regime (>threshold)
coef. S.E. T. Stat. coef. S.E. T. Stat. coef. S.E. T. Stat.
DCPBS over GDP (log) 0.325 1.930 0.168 7.507 3.546 2.117 1.655 1.845 0.897

GDPpci - GDPpc usa 1985
-0.049 0.520 -0.095 -2.406 1.058 -2.273  -0.267 0.594  -0.449

| i+g+d

og(ni+g+d) 4589 1377 -3.333 -4592 2184 -2.103 -1.801  1.383  -1.302
Inv over GDP (log) 10.266 2.395 4.287 16.531 3.586 4.610 4.557 2.012 2.264
School (log) -1.778 1.116 -1.593 -6.357 3.060 -2.077 -0.886 1.148  -0.772
Gov. exp. Over GDP (log) -1.831 1.173 -1.561 -5.862 2.833 -2.069 -1.605 1.141  -1.406
Trade over GDP (log) 0.011 0.759 0.014 6.067 4.834 1.255 0.664 0.733  0.906
Inflation -0.0012 0.0007 -1.709 -0.0006 0.0009 -0.672 0.002 0.0018 1.250

Threshold Estimate: 4.933
Confidence Interval -Uncorrected: 4.903 5.333
Confidence Interval -Het Corrected Quad: 4.903 5.529
Confidence Interval -Het Corrected NP: 4.903 5.333
Obs. Number 142 38 104
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Co able4: GMM results using Domestic

Credit to private sector/GDP

Second regime

)
¢

Whole sample First regime (<threshold) (>threshold)

coef. S.E. T. Stat. coef. S.E. T. Stat. coef. S.E. T. Stat.
DCPS over GDP (log) 0.607 1.858 0.326 4689 3405 1377 1216 1560 0.779
GDPpci - GDPpc usa
1985 -0.175 0.683 -0.257 -2.576  0.832 -3.098 -0.231 0593  -0.389
log(ni+g+d) -4.414 1481 -2.980 -1.964 2135 -0.920 -2.233 1.152 -1.938
Inv over GDP (log) 9.902 2695 3.675 11.089 5.653 1961 5.227 1585 3.298
School (log) -1.758  1.052 -1.671 -3.333 1887 -1.766 -0.986 1.013 -0.973
Gov. exp. Over GDP (log) -1.830 1.157 -1.582 -4.626  1.951  -2.371 -1.608 1.213 -1.326
Trade over GDP (log) -0.028 0.646 -0.043 3.415 2.429 1.406 0.380 0.543  0.700
Inflation -0.0012 0.0007 -1.520 -0.0008 0.0007 -1.150 0.0018 0.0014 1.303

Threshold Estimate: 5.333
Confidence Interval -Uncorrected: 4.903 5.333
Confidence Interval -Het Corrected Quad: 4.903 6.198
Confidence Interval -Het Corrected NP: 4.903 5.333

Obs. Number 142 40 102
Jadadnill e ad) gl




able5: GMM results using Market
capitalization/GDP

Second regime
Whole sample First regime (<threshold) (>threshold)

coef. S.E. T. Stat. coef. S.E. T. Stat. coef. S.E. T. Stat.

Market Cap. over GDP (log)  0.265 0.553 0.479 0514 0547 0939 2451 1.179 2.080
GDPpci - GDPpc usa 1985 -0.212 0.373 -0.567 -0.325 0.404 -0.803 -0.551 1.204 -0.458

log(ni+g+d) -2.955 1312 -2.252 -1.376 1.721  -0.799 -5.651 2.182 -2.590
Inv over GDP (log) 7452 1943 3.836 7.463 2,594 2877 6.140 2592 2.369
School (log) -0.603 0.871 -0.692 0.094 0.811 0.116 -8.531 4.002 -2.132
Gov. exp. Over GDP (log) -2.126  1.257 -1.691 -4.384 1.213 -3.615 3.180 2.087 1.524
Trade over GDP (log) -0.331 0.620 -0.533 -0.543 0.734 -0.740 0.014 0.680 0.021
Inflation -0.002 0.0006 -2.994 -0.0017 0.0007 -2.462 0.010 0.008 1.283

Threshold Estimate: 14.953
Confidence Interval -Uncorrected: 12.585 18.503
Confidence Interval -Het Corrected Quad: 12.585 18.503
Confidence Interval -Het Corrected NP: 14.953 18.456

Obs. Number 107 53 54
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