MPRA

Munich Personal RePEc Archive

The Current Account in the Long Run
through the Intertemporal Model

Ghassan, Hassan B. and Al-Jefri, Essam H.

Umm Al-Qura University, Department of Economics

15 August 2015

Online at https://mpra.ub.uni-muenchen.de/80392/
MPRA Paper No. 80392, posted 27 Jul 2017 08:26 UTC


http://mpra.ub.uni-muenchen.de/
https://mpra.ub.uni-muenchen.de/80392/

a3l g-‘i\.\ GSJA.': 25 daall gaall gé LfJ‘é'“ Glaad)
= il adla lac ' aat anlily (s

21955 dw_Sall 484 14266 .02 sl ol drala el dgllall 5 L0laBV) o glal) IS ALaBY) and ¢ 50 !
21955 4 _Sall 486 715 a5l al drala (Dl Ailall 5 ApalaiBY o slall A0S cLaBY) and ol jlia Jlind =

udla

&V g5 «(Intertemporal Model) ool Aol gkl =3 gaill aladiuly g olall Cluall Jdalas Sl J b,
Cerrato et al. sy a3 WS (1996) Obstfeld and Rogoff 4wl o (pe EUail ) saall & 23 salll i3 deloa
Byl e 28 cuaal sai ) (AS) gaill Jane aia e (Sl @l e ol A e o JLaBY ((2014)
Jaa ‘;} Al (s g (5 glal) g_\.u;c_ﬂ_ﬂ\ | gj;l\ Glaall Jara oy dgaie A8 lua ) 4yl o2a <l
Alall el il aday 55 ooladl Claall 3 8l Cuead (o gise e 3 22 laal Jual) Jals jlie YL 34l Ga)
asd (e B elldg epa 3 RIS (g L) 3 gaill Anaa A8 jaal HLEADU AL Do gmge ST A 8 daa Gl aay
sad ol lea ) il e ) i gai oladl il e dnal ) o obadl Cilual e 2530 Cupat Janal 45 5l
(IS UGN e 3 )

REL PR ccﬁ\.ﬂ\ e Al Cnat el (g2l ¢ ) é';\d L;JL.\S\ GS}A.'J\ cLﬁJ\A.J\ N ;3.91:\.&.4\ clalsl)

Title: The Current Account in the Long Run through the Intertemporal Model

Abstract: This paper analyses the current account in the intertemporal model framework. Based on Obstfeld and
Rogoff’s book (1996), we aim to model the ratio of the current account to GDP explicitly in the long run. Also, we
criticize the tautological approach in the paper of Cerrato et al. (2014) which supposes a strong hypothesis that the
output growth is the sum of the population growth and the per-capita GDP growth. This hypothesis leads to the
identical equation of the ratio current account to GDP expressed by level or per capita. In this paper, we consider the
overlapping generations to determine precisely the equation of the per-capita current account using the relevant
variables. Then, this model appears more interesting and testable. It allows to verify the validity of the intertemporal
model of the current account through the semi-elasticity of the ratio of per-capita current account to the per-capita
GDP to the per-capita GDP growth or the per-capita consumption growth.

Keywords: Current account, Intertemporal Model, Long-run, Per-capita GDP, Consumption.
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