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Abstract

This study empirically investigates the effects of institutional and macroeconomic
policy variables on current account deficits (CAD). Based on cross-section data for a
broad number of countries, the results suggest that better governance increases whilst
‘original sin’ decreases the ability of an economy to sustain CAD. Exchange rate
flexibility and openness appear to put a discipline on CAD. Consistent with the equity
home bias and Feldstein-Horioka puzzle, CAD decrease with country size. The net

impacts of the financial deepening and monetary credibility on CAD are found to be
insignificant.
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The sample contains the following 79 countries: Argentina, Australia, Austria, Bahamas,
Bahrain, Barbados, Belgium, Bolivia, Brazil, Bulgaria, Canada, Chile, China, Colombia,
Costa Rica, Cyprus, Czech Republic, Denmark, Dominican Rep., Ecuador, Egypt, El
Salvador, Estonia, Finland, France, Germany, Ghana, Greece, Guatemala, Hungary,
Iceland, India, Indonesia, Ireland, Israel, Italy, Jamaica, Japan, Jordan, Kazakhstan,
Kenya, Latvia, Lithuania, Luxembourg, Malaysia, Malta, Mauritius, Mexico, Moldova,
Morocco, Netherlands, New Zealand, Norway, Pakistan, Panama, Peru, Philippines,
Poland, Portugal, Romania, Russia, South Africa, South Korea, Singapore, Slovakia,
Slovenia, Spain, Sri Lanka, Suriname, Sweden, Switzerland, Thailand, Tunisia, Turkey,
the UK, the USA, Ukraine, Uruguay, Venezuela.

Related Research Data

Governance Matters lll: Governance Indicators for 1996-2002

Source: Unknown Repository

Deep determinants of economic growth

Source: Applied Economics Letters

Exchange rate regimes and the Feldstein-Horioka puzzle: the French evidence
Source: Applied Economics

Towards a Theory of Current Accounts

Source: World Economy

Domestic Saving and International Capital Flows

Source: The Economic Journal

Sudden Stops, the Real Exchange Rate and Fiscal Sustainability: Argentina's Lessons
Source: SSRN Electronic Journal

Information Costs and Home Bias: An Analysis of U.S. Holdings of Foreign Equities
Source: SSRN Electronic Journal

Is the Feldstein-Horioka Puzzle History?

Source: Manchester School

The Persistence of Corruption and Slow Economic Growth

Source: IMF Staff Papers

Currency Mismatches, Debt Intolerance and Original Sin: Why They Are Not the Same
and Why it Matters

Source: Unknown Repository

Thirty Years of Current Account Imbalances, Current Account Reversals, and Sudden
Stops


https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1596%252F1813-9450-3106&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F1350485042000228826&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F0003684021000025397&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1467-9701.00534&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2231790&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.1817265&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.260228&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1467-9957.2004.00409.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F30035860&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3386%252Fw10036&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F30035884&type=Scholix

Source: IMF Staff Papers

The Modern History of Exchange Rate Arrangements: A Reinterpretation

Source: SSRN Electronic Journal

Globalization, Macroeconomic Performance, and the Exchange Rates of Emerging
Economies

Source: Unknown Repository

Medium-Term Determinants of Current Accounts in Industrial and Developing
Countries: An Empirical Exploration

Source: SSRN Electronic Journal

Financial super-markets: size matters for asset trade

Source: Journal of International Economics

Financial development and investment: panel data evidence for OECD countries from
1970 to 1997

Source: Applied Economics Letters

Current Account Deficits in the Euro Area. The End of the Feldstein Horioka Puzzle?

Source: SSRN Electronic Journal

Linking provided by Schule%}p]m'ﬁf

Related research @

People also read Recommended articles Cited by
13


https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.2882547&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3386%252Fw10849&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.879437&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.jinteco.2003.12.001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F13504850110048505&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.372880&type=Scholix
https://scholexplorer.openaire.eu/

Information for Open access

Authors Overview

R&D professionals Open journals

Editors Open Select

Librarians Dove Medical Press
Societies F1000Research
Opportunities Help and information
Reprints and e-prints Help and contact
Advertising solutions Newsroom

Accelerated publication All journals

Corporate access solutions Books

Keep up to date

Register to receive personalised research and resources
by email

QSignmeup
O"M
i o ¥¢|

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

an informa business

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://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

