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after the UK's Chancellor Lawson's balance of to the IMF in 1988 , ___ ,. ____ , 
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Movements 3 Quarters Before and 3 Quarters After Reversals. 
Deviation from Tranquil Mean (dotted line) plus One Standard Deviation Band. 

CA: Current Account (%GDP) 
Tranquil Average = 0,095% 
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CREDITGDP: Domestic Private Credit Extension (%GDP) 
Tranquil Average = 216,31% 
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TOTGOlD: Terms of Trade: Index· including gold 
Tranquil Average = 103,03 
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INVEST: Investment (%GDP) 
Tranquil Average = 20.78% 

10 

- 3 -2 + 1 +2 

IMPGDE: Imports ('Yo Gross Domestic Expenditure) 
Tranquil Average = 21 A6% 
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GROW: Real Growth Rate (%) 
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REER: Real Effective Exchanga Rate: Index, 1970-1998 
Tranquil Average = 100,56 
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OVERVAL: Rand Overvaluation (%), 1970"1998 
Tranquil Average = -0.41% 
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INYElP: Inter"st Payments (0/, Export 
Tranquil Average = 5.48% 
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FOEBTGDP: Total Foreign Debt (%GDP) 
Tranquil Average = 23.76% 

------... 
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PORTFOLIO: Portiolio Flows (%GDP) 
TranqUil Average = 0.29% 

RESM2: Gross Gold and Faregn Reserves (%IM2) 
Tranquil Average = 11.28% 
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NETGOLD 
Nel Gold and Foreign Exchange Reserves (%GDP) 
Tranquil Average = 0,02% 
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RESWEEKS: Imports covered by reserves (Number 01 Weeks) 
TranQuil Average 1,17 weeks 
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:::: 20 ::::12 Reversals:::: 8 

CA -0.418* -0.011 -0.148 

INVEST -0.485 -0.009 -0.027 
) 

GDPHEAD 0.002 -0.001 -0.002 
) 

GROW 0.064 0.03 0.037 

OPEN 1.991 ** 1.167** 0.966** 

TOTGOLD -0.341* -0.164 -0.006 

TOTGOLDCNG 0.489* 0.154 0.077 

RINT 0.423 0.297 0.602· 

OECD 1.107* 0.655* 0.290 

RESWEEKS 0.101 -0.072 -0.181 

LONGBORROWCNG 0.003 0.002 0.003 

SHORTBORROWCNG 5.37E-05 -5.69E-04 -8.22E-04 
) 

OTHERSHORTCNG 5.03E-06 -6.39E-04 -8.42E-04 

PORTFOLlOCNG -1.96E-04 0.001 

FDICNG -0.002* -0.001· -0.001 
) 

FDEBTEXP 0.122** 0.062· 0.0483 

INFLATION -0.429 -0.323 -0.295 

FISC 0.069 0.191 0.208 

PUBDEBT -0.592 -0.501 -0.178 
0) 

errors in on 
value 1 if a reversal takes at time t, and zero otherwise. **, '" indicate statistical 

at the 95% and 90% confidence level 

FDEBTEXP are converted from annual to 
method. 

basis. 
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0 
124 124 

95.16 83.87 
4.84 16.13 
11.29 

Na 

Actual non- Non- Reversal Total 
reversal 

110 5 115 112 12 124 

2 7 9 0 0 0 
112 12 124 

1 

-1 4.03 
41.67 

a rp',rpr';:~ 

Actual non- Non- Reversal Total 
reversal 

114 4 118 116 8 124 

2 4 6 0 0 0 
116 8 124 116 

0/0 98.28 100.00 
% Incorrect 1.72 0.00 

Gain -1.72 
Percent Gain na 

66 



Univ
ers

ity
 of

 C
ap

e T
ow

n

3 

..:nnoUin on 

constant 

67 

nC;:f'1"V'~T1{"\nc;: were non-

two measures -

constant 

uf:oenaI, 

constant 

over 



Univ
ers

ity
 of

 C
ap

e T
ow

n

3 

UepeIIOj as 

to a era.nhllcal repreSlent,atloln 

constant one 

movement U£lI.L .• VH to 

"'\.Il''''UlUlJ';;:O are 

a ere,:tter peI'ceIlta~~e over 

68 



University of Cape Town

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 '" 0 0 0 0 0 0 0 

0 N '" ,!>. <n 0> "" 0> <.0 - 0 '" '" ,!>. (11 (I) -< '" <.0 0 - N '" ... (11 (I) <lO <0 -
1965 ;== I 1965 1965 

I I I 
1966 I I I 1966 1966 

~ 
CO 

1968 1968 ~ 1966 

1970 1970 ~ 1970 

bL; ... 1972 "" 1972 1972 

1973 1973 ~ 1973 

!=- 1975L 1 1975 1975 F-

F 1977 1977 1977 
!'== "'" == 

0- 1979 1979:e:c 1 1::1: 1979 \0 

1980 1980 :( 1980 

... 1982 :§#II 1982 1982 
~ 

1984 1984~1 1984 ....... 

1986 ~ 1986 1986 

i==' 
i=' 1987 :( 1987 1987 

1989 
1989 1989 

i='= 

1991 
1991 :( 1991 

1993 
1993 :( 1993 

1994 
1994 :( 1994 



Univ
ers

ity
 of

 C
ap

e T
ow

n

account 

In 

to 

recent to 

on 

1 1 

one most 

constant 

to 

consumer Spe:llclmg 

70 



Univ
ers

ity
 of

 C
ap

e T
ow

n

1 

current 

."" .. ..., ... .., on 

as a OfClDortlClD 

case 

current account 

71 

1 1 

1.1 

1 nerc~ent 

revenues. 

1 

at 

on 



Univ
ers

ity
 of

 C
ap

e T
ow

n

same to 

concrete 

more 

72 

Ul\ .. l1\..ClUU'H of 

measure IS 

1 

are measures 

to 

area 

to meet 

a 



Univ
ers

ity
 of

 C
ap

e T
ow

n

a reasons, 

are rate 

a 

more 

was 

.... "'.·rI"" ..... to 

commerce 

as a source 

1 

to over 

"'J, .. "'u' ..... E,'" reserves. a rate ",,, .. ,nr.rt 

73 



Univ
ers

ity
 of

 C
ap

e T
ow

n

... "'Tn,,,,,,," 1 1 

a 

context 

to 

net 

net reserves 

was as a 

74 

must 

to 

IS 

it was 

reserves. 



Univ
ers

ity
 of

 C
ap

e T
ow

n

eCIOfliOIl1IV over 

un,",J."'.,I rates 

some taxes a 

a more 

75 



Univ
ers

ity
 of

 C
ap

e T
ow

n

recent 

recent 

set 

1 

1 

1 

current account ..... """"' •• '" 

sector so as 

uncover a set 

76 

more 

to 

a 

current account rp"'pr<,,,, 



Univ
ers

ity
 of

 C
ap

e T
ow

n

are more to occur current account 

term current account 

an 

to a current account 

current account 

to a aelTIOCralU 

T""""""'" to sm!n~:me:n set to 

to acc:oIIlID()date 

""',..,,,, .... l",,, rate ............. ' ... L/u ......... ",;, to 

77 



Univ
ers

ity
 of

 C
ap

e T
ow

n

79 



Univ
ers

ity
 of

 C
ap

e T
ow

n

80 



Univ
ers

ity
 of

 C
ap

e T
ow

n

not. 

not occur 

occurs 

mean 

IS 

(1.1) g = (1-

a current account 

(1 g )= = 1 } = 

IS 

(1 g = O} 1 

}= 

(1 var) =p 

IS ~ .... " ..... .,"' ....... 

is 

we to 

80 

it 

to an or 

a ('1') 

occurs 

= 1,0 

IS 

, are: 

IS a 

we are mtt~res:ted 

a 



Univ
ers

ity
 of

 C
ap

e T
ow

n

occurs _._ ..... ,.... it to 

I} vector 

can 

(l = P 

as: 

P.= 
I = + + ... + )= 

.. &~~_& cannot 

IS to 

(1 

(l it can seen IS 

an 

81 



Univ
ers

ity
 of

 C
ap

e T
ow

n

=1. 

T 

outcomes 

The estllmated I.JCUCUH''''''''l can 

is 

82 

= 1. 

, IS 

UUJ',""",' uses 

non-

to or not a 

true ~ 



Univ
ers

ity
 of

 C
ap

e T
ow

n
III 

(1 1. 

(1 to - 31 

a 

83 



Univ
ers

ity
 of

 C
ap

e T
ow

n

(1 

84 



Univ
ers

ity
 of

 C
ap

e T
ow

n
B 
or 

85 



Univ
ers

ity
 of

 C
ap

e T
ow

n
1 1 

current account news: 
14, 

86 



Univ
ers

ity
 of

 C
ap

e T
ow

n(1 21, 

a 

87 



Univ
ers

ity
 of

 C
ap

e T
ow

n

88 




