Editor's Comments

| have the following remarks:

(1) References follow the so-called Vancouver system, with numbers. In this case, numbers should
only appear once in the list of references, such that the list starts with (1) the IMF paper and

ends with (45) Johansen and Juselius. For example, after (14) the items #3 and #4 should not

be repeated.

(2) The abbreviations NY and NCT used in equation (1) should be explained explicitly in the text,
maybe in lines 16 and 17.

(3) “current account balance” and “current account deficit” should have an article. This goes for
the abstract as well as for e.g. lines 22, 316. This change may increase readability.

(4) The variable MS_GDP mentioned first in line 201 should be defined. The “gap in output gap”
may simply be an output gap (line 206).

(5) You cannot use the Durbin-Watson test in dynamic models, it is not valid (lines 226, 259).
(6) The word “Dickey-Fuller test” is spelled incorrectly in line 229.
(7) The columns “prob” in Table 2 should be labelled “p-value”.

(8) Information criterion statistics make sense only in comparing models. Thus, the values included
in
Table 3 may be non-informative (Akaike, Schwarz, Hannan-Quinn).

(9) A point made by a referee is that several cointegrating vectors (6 or more) were found but only
one has been

analysed in depth, thus the model of Table 4 may be incomplete. This may be true, and some
cointegrating vector and stationary variables may be “missing” or “omitted”, but the vector

retrieved from a cointegrating vector nonetheless cointegrates, and the model may be informative.
Of course, it may have been smarter to use the eigenvector implied by the analysis shown in

Table 2 (the one belonging to the largest eigenvalue) instead of the vector of Table 3 that may

have been estimated by least squares.

Author’s Feedback
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. The list of references has been revised

Authors have made efforts to explain the abbreviation s NY and NCT

. Article ‘the’ was included appropriately

M-GDP is money supply to GDP ratio while the issue on output-gap was addressed
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-durbin Watson test is not reliable in dynamic models because of problem with critical values. But with
adjustments, the critical values are useful especially with recent econometric softwares. See
http://www.sciencedirect.com/science/article/pii/030440769190081N




| [N o

‘o

Misspelling on Dickey-Fuller test was addressed
Prob was replaced with p values

Information criteria also reveal the element of parsimony in models. Standard econometric
soft wares frequently report them.

There are several cointegrating vectors and this is expected in time series data because of
bidirectional causality. However, the right cointegrating vector is identified through theory in
this case, the theories that explain current account determinants . Such cointegrating factors
can be estimated using OLS estimators.



