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Y1 = PGDP, + (PGDP,/E PGDP,)*RES, (5)
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Fry ©  Financial Development Model in the steady state 1

Y = f[y.ytL.TTGHL TTG,TTG,1,DCRY, A(DCp/P)ly,1.DT/Y,DCyDC,
rwtp . (I1Y),1]

SnlY = f[g.DR,St/Y,d-Akrw, ¥ DCGR1DT/Y ,DR-g (Sf/Y)g1
(d-7C>g,rwg,re-g.DCGR-g L(DT/Y)-g.( /Y)Y

SHIY = fly,rwtp ,yh (DT/Y)1,8]

Endogenous Variables

y - Real output or GNP at constant prices.

Y Nominal GNP,

p - Price level (GNP deflator).

y - Rate of change iny (equal to y +y c. where y cis cyclical growth 1

which is zero inthe steady state).
| - Investment in fixed and working capital.
National Saving.
St - Foreign saving or balance-of-payments deficiton current account (-CA).
P Country-specific risk premium,
g - Growth in real income (y +TTG).
& - Expected inflation.

Exogenous or Predetermined Variables

TTG - Rate of change in g attributable to terms-of-trade changes.

Maxwell J. Fry. Money, Interest, and Banking in Economic Development.  The
Johns Hopkins University Press. 1989. : 60 - 61.



DR
DT

DCP

DCGR -
Y1 -

Population dependency ratio.

Government and government-guaranteed foreign debt.

Nominal deposit rate of interest,

World real rate of interest,

Population.

Exchange rate overvaluation.

Expected real retun on investment,

Domestic credit to the private sector.

ratio of net domestic credit to the government sector to total domestic credit.
Lagged National Saving.



Multicollinearity
1 Multicollinearity

Classical linear regression model

1 n OLS
Multicollinearity
1 time trend
2. lagged variable trend
2. Multicollinearity
Multicollinearity
Multicollinearity
OLS
OLS dependent variable
3. Multicollinearity
Multicollinearity
Multicollinearity
Multicollinearity Multicollinearity
Multicollinearity Multicollinearity '

Multicollinearity



error
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L R2,t F Mutticollinearity
1 R ,
( t) ' 1 Ftest 1R2
2. Correlation matrix matrix
(08 )
Multicollinearity
4, Multicollinearity
Multicollinearity
1 Multicollinearity
' 1

Multicollinearity 7
Cobh-Douglas 2

2 Multicollinearity

Multicollinearity
sample information
3
4, A A first difference equation
autocorrelation
. Multicollinearity '
specification
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