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Abstract

This study employs the bounds test for co-integration and Granger causality tests to

investigate the long-run equilibrium relationship and the direction of causality between

financial development, international trade and real income growth for the Cyprus

economy. The results of the study reveal that financial development as measured by

broad money (M2), international trade and real income growth are cointegrated; thus, a

long-run equilibrium relationship can be inferred among these three variables. On the

other hand, Granger causality test results suggest that in Cyprus the growth in real

income stimulates the growth of international trade (both exports and imports) and the

growth of money supply. Furthermore, growth in imports of goods and services also

stimulates a growth in exports of goods and services of Cyprus. Although this result

contradicts our initial expectations, it indicates the importance of capital inflows in
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Cyprus that plays a major role in financing the investments mainly in the tourism

sector. As a final point, the results of this study reveal that the supply-leading, export-

led growth and import-led growth hypotheses are not confirmed by this study whereas

the demand-following hypothesis can be justified for the Cypriot economy when M2

measure of money supply is under consideration.

Notes

 PP approach allows for the presence of unknown forms of autocorrelation with a

structural break in the time series and conditional heteroscedasticity in the error term.

 For detailed information, please refer to Pesaran et al. (2001, pp. 295–96).

 Unit-root tests for trade volume was not reported in  but are available on

request.

1

2

3
Table 1

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs11356-019-05853-0&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0022-1996%252801%252900131-3&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F13504851.2019.1616058&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F1991576&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs11205-019-02163-3&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-3878%252887%252990006-x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs11356-019-04317-9&type=Scholix


Source: Springer Science and Business Media LLC

Causality tests in econometrics

Source: Elsevier BV

Stagflationary effects of monetary stabilization policies : a quantitative analysis of

South Korea

Source: Elsevier BV

Macro-economic effects of changes in bank interest rates: Simulation results for South

Korea

Source: Elsevier BV

Financial Development and Economic Growth

Source: Elsevier BV

Causality between export growth and industrial development: Empirial evidence from

the NICs

Source: Elsevier BV

Analytic Basis of the Working of Monetary Policy in Less Developed Countries

(Fondements analytiques du fonctionnement d'une politique monÃ©taire dans les

pays en voie de dÃ©veloppement) (Base analÃ tica del funcionamiento de la polÃ tica

monetaria en los paÃ ses menos desarrollados)

Source: Springer Science and Business Media LLC

Assessing the impact of interest rates in less developed countries

Source: Elsevier BV

Financial Development and Economic Growth in Underdeveloped Countries

Source: University of Chicago Press

On the Causality between Export Growth and GDP Growth: An Empirical

Reinvestigation

Source: Wiley

The triangular nexus causality among economic growth, TRADE, FDI and Oil Price: a

time series analyses of Nigeria

Source: Wiley

Tourism and economic growth in Australia: an empirical investigation of causal links

Source: SAGE Publications

Financial sector development and economic growth in New Zealand

Source: Informa UK Limited

Bounds testing approaches to the analysis of level relationships

Source: Wiley

Export-led growth hypothesis for Australia: an empirical re-investigation

Source: Informa UK Limited

Financial intermediation and growth: Causality and causes ☆

Source: Elsevier BV

Testing for a Unit Root in Time Series Regression

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0165-1889%252879%252990194-5&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-3878%252882%252990014-1&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-3878%252885%252990072-0&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0305-750x%252894%252900132-i&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-3878%252887%252990051-4&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F3866416&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0305-750x%252888%252990187-8&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F450153&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1467-9396.1996.tb00094.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fopec.12165&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.5367%252Fte.2013.0241&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F13504850010012974&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1002%252Fjae.616&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F135048598354555&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0304-3932%252800%252900017-9&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Fbiomet%252F75.2.335&type=Scholix


Source: Oxford University Press (OUP)

Financial Development and Manufacturing Performance: The Nigerian Case

Source: Sciendo

Financial Development and Economic Growth: International Evidence*

Source: University of Chicago Press

Finance and Growth: Schumpeter Might Be Right

Source: Oxford University Press (OUP)

Tourism as a long-run economic growth factor: the Spanish case

Source: Informa UK Limited

Export-led growth and the Four Little Dragons

Source: Informa UK Limited

 

Linking provided by  

Related research 

Recommended articles Cited by 

61

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2478%252Fsbe-2018-0009&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F451531&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2118406&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00036840110058923&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F09638199500000017&type=Scholix
https://scholexplorer.openaire.eu/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

