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The Impact of the Balance of Trade Balance and GDP on
Total Foreign Reserves: A Case Study of Jordan

Dr. Abdullah Qazzaz®, Dr. Saeed Ibraheem?’

Abstract

Through this research, the researchers aim to achieve a main goal, which is
to know and determine the positive or negative economic effects of both
the net trade balance and the gross domestic product on the total foreign
reserves minus gold for Jordan and analyze them through discussing and
studying the trade balance and its importance within the balance of
payments and determining their role and contribution to the economy
within economic literature and theories, in addition to explaining the
importance of these economic indicators and their trends in Jordan. To
achieve this goal, the theoretical study discussed and studied the trade
balance and its importance, as well as the gross domestic product and its
relationship to economic growth, and the foreign reserves of countries
minus gold and their risk management.

The researchers tested the effect of both the trade balance and the gross
domestic product on the total foreign reserves, minus gold, for Jordan
during the period 2000-2022, using annual data and a regression model
using the SPSS program. The researchers concluded that there was no
statistically significant effect of the net trade balance on the total reserves.
Foreign reserves minus gold for Jordan, and there is a statistically
significant positive effect of the gross domestic product on the total foreign
reserves minus gold for Jordan during the period studied.

Keywords: trade balance, gross domestic product, foreign reserves, foreign
assets.

3 Lecturer, Damascus University, Foreign Exchange Management
4 Researcher, Ministry of Agriculture and Agrarian Reform, Economics of Agricultural Production.
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% Michael Papaianou, Revised guidelines for foreign exchange reserve management, IMF, Washington ,
International Monetary Fund, c2014, P2.

* Durda.C.B, Mendoza.E.G, Terrones.M.E, Precautionary demand for foreign assets in sudden stop economies: An
assessment of the new merchantilism, IMF working paper, WP/07/146, international monetary fund, 2007, P30.
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e Lliia¥ly Luia¥) Jpal) o Joeanll gl ULy el Taldl) Bdad) lilee (oSS
tidaall Jpa) e 2l e (golaiy )8

Lynal) 4 Lalad) el ¢ hall (g3l lidl ¢ ihall Sl Cipa pras il 8 o)s35 L) Aleal) Sle ¢ gull 2o 2 2ty !
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%2 Claudio Borio, Gabriele Galati and Alexandra Heath, (2008)-FX reserve management: trends and challenges,
Bank for International Settlements, NO 40, P 25.
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3john Nugée, Foreign Exchange Reserves Management, Centre for Central Banking Studies,

Bank of England, Handbooks in Central Banking, no.19, 2000, 9

**Yingiu Lu, Yilin Wang, (2019)-Determinants of Currency Composition of Reserves: a Portfolio Theory
Approach with an Application to RMB, IMF working paper, WP/19/52, P4.
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% Aizenman, J., & Riera-Crichton, D. (2014). Liquidity and foreign asset management challenges for Latin
American countries (No. w20646). National Bureau of Economic Research.
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Series: GDP Series: FR
Sample 2000 2022 7 — Sample 2000 2022
44 Observations 23 6 Observations 23
Mean 27.81609 5 | Mean 10.92304
34 — Median 29.25000 Median 11.69000
Maximum 47.45000 4] Maximum 17.62000
Minimum 8.580000 Minimum 3.060000
2 Std. Dev. 13.65425 34 Std. Dev. 5.086992

Skewness  -0.110832 Skewness  -0.187023
Kurtosis 1.506443 Kurtosis 1512220

~
L

-

Jarque-Bera  2.184852 ) Jarque-Bera  2.255340
Probabilty ~ 0.335402 0 | Probabilty ~ 0.323787
5 0 15 20 25 30 35 40 45 50 25 50 7.5 100 125 150 175 200

Null Hypothesis: D(TP) has a unit root Seres, TP
6| — Sample 2000 2022
.. Observations 23
t-Statistic ~ Prob.* | ;|
Mean -5.837826
. Med -5.400000
Augmented Dickey-Fuller test “ Vasmm 1820000
statistic -3.041713 0.0472 | s/ Minimum - -9.940000
0 Std. Dev. 2450024
Test critical N Skewness  0.062029
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Null Hypothesis: D(FR) has a unit root Null Hypothesis: D(GDP) has a unit root
t-Statistic Prob.*
t-Statistic Prob.* .
Augmented Dickey-Fuller test
statistic -3.568934  0.0160
Augmented Dickey-Fuller test Test critical
statistic -4.651328 0.0018 values: 1% level -3.788030
Test critical 5% level -3.012363
values: 1% level -3.831511 10%level -2.646119
5% level -3.029970
10%level -2.655194

EViews10 zaliyn Slajia (e

idlial a8 G5 /5.99/ e Jal oo (Jarque-Bera) ad of silull Joaall (e Jaadl
LS L rahall asil) a clysial o) e 1385 /0.05/ e ST o (Jarque-Bera)
il Cua ) Gpall die copgind a8 DA clysiall G Al Jglaadl A e Jaadls
gyl clyaaiall (@) 85uN g asadal) ag3eill ayd 3aas b prob < 0.05
Regression laai) zisai i SPSS zaliy alasiuly gliald) a5 il
pAlll) bl e gl o
Aasal) Jead) Bla b Alaa¥) sl gl @ladl) sl ila san galddl 7 isall) gadla (3) a8 Jgaad)

Model Summary

Adjusted R Std. Error of the
Model R R Square Durbin—-Watson
Square Estimate
1 967° .936 .929 1.452 1.185

. SPSSzualin cilaia e alaie Wl sl dae) e Jsaal)

) sl @il psially Galiiaal) (el o BN G (3) o) Jsaad) (e sl

B2l o Lee el Cppaially ) siall 6 (530 Cms cange Lali)) a5 0.967
W5 il ) dna) ila ) WS Call Leia Tagyhae Ziad) clbliay) )
2l et hadl ana) o of @l 0.936 il Jeles 31l WS ) ol
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Gl Ji (51 cpaall il Jof dhia e g8 a5 1,185 4iad caly Cua sl o
cAlsl) G (S dald)) dgag anmy S oal)

Gl pdudal Jalaa (4) ol Jgaadl
VIF | Tolerance | dliiuall c)yiial)

1.012 9890. BT
012.1 9890. GDP

el lajia Sl alaieYh Gliall) dae) (e Js2all. SPSS

Jalaay adimall (ol Jalas VIF ad alag) 5 288 4udadl) Zpaaail) AG6 o @IS Carg
e cnfy Julls 10 ge J8 VIF a8 juea of gy o3lel Jsaall DA (e (Tolerance
lrwaTolerance Jalas ad ol clld ) 28LaYh zdgaill 3 dpladll Zpa0anl) A5 dgag
0.1 o S

ey sl il ol sl e (Al Galdl) Ll st Jaa (5) o) dsaad

ANOVA®
Model sum of df | Mean Square F Sig.
Squares

Regression 532.717 2 266.359 145.601 | .000°

1 Residual 36.588 20 1.829

Total 569.305 22
a. Dependent Variable: FR
b. Predictors: (Constant), BT, GDP

. SPSS zmalin cilajia e alaie¥h Glalll dac) e Jsaal)
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S b (OR8) DLRY) Aflas) dad o (5) M Gl Jeadl e Laad
%5 il AN (g5ise (s JE 55 0.000 4ied gune dysina ssine e 145.601
Aflan) AN 53 i gag ALl Aaca dl) Jod Ul atel) Apiah (b ey 138 Ul
dpial) blliay) Jlea) 4 Jla)) Jaall gl (glaill gl ana) la e U
Lo ) L Lag ylae

oY) ) sililly lail) el Al duay (el g dsall) cdlalas (6) oy Jsaal)

Coefficients?®
Unstandardized Standardized
Model Coefficients Coefficients ¢ Sig.
B Std. Beta
Error
(Constant) 0.795 748 1.062 301
1 GDP .360 21 .965 16.934 .000
BT -0.25 .086 -0.16 -0.287 J77
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