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/ Econometrics methodology

2.1 Long Run Import Demand Function
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2.3 Johansen and Jeuselius Cointegration test and ECM
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3. Empirical results

3.1 unit root test

* / + # 1 TH $ 2
2 " " Qr: *+ # , HUN" % " < $+
, < < 9, " 5 96 #%% K + %
$< 5 --Mg * $ + 2§ + 956
2 ! D1 # o £ $#
# + 2 $
Insert Table 1, 2 About Here
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3.3 Estimation of an error-correction model
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3.4 Long Run Price and Income elasticity
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4. Conclusion
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Table 1. ADF Statistics

Hong Kong ADF test stat. p-value | Conclusion
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Table 2. P-P test Statistics
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Table 3. Johansen-Juselius maximum likelihood cointegration tests
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Table 4. Estimated error-correction model
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Table 5. Normalized Conintegrating coefficients
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Table 6a.-Bewley Transformation-Apparel Fibers (Hong Kong)
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Table 6b.-Non-apparel Fibers (Hong Kong)

Dependent Variable: LM(-1) |

Method: Two-Stage Least Squares

Sample (adjusted): 1990Q1 2005Q2

Included observations: 62 after adjustments

Instrument list: LP(-1) LGDP(-1) DUMMY D.LM(-1 TO -3) SEASON

D.LP(-1 TO -3)

t-

Independent Variable Coefficient Std. Error Statistic | Prob.
LP(-1) -1.127 0.238 | -4.732 | 0.000
LGDP(-1) 4.845 0.028 | 173.226 | 0.000
DUMMY -0.623 0.089 -6.981 0.000
D.LM(-1) 0.747 0.282| 2.654| 0.011
D.LM(-2) 0.751 0.247 3.043 | 0.004
D.LM(-3) 0.609 0.246 | 2474 | 0.017
SEASON -0.165 0.127 -1.292 | 0.202
D.P(-1) 1.864 0.571 3.263 | 0.002
D.P(-2) 1.862 0.537 3.469 | 0.001
D.P(-3) 1.277 0.563 | 2269 | 0.028




Table 6¢.-Apparel Cottons (Hong Kong)

Dependent Variable: LM(-1)

Method: Two-Stage Least Squares

Sample (adjusted): 1990Q1 2005Q2

Included observations: 62 after adjustments

Instrument list: LP(-1) LGDP(-1) DUMMY SEASON

t-

Independent Variable Coefficient Std. Error Statistic | Prob.

LP(-1) -1.311 0.416 | -3.151 | 0.003
LGDP(-1) 5.267 0.041 | 127.003 | 0.000
DUMMY -0.844 0.081 | -10.380 | 0.000
SEASON 0.149 0.093 1.603 | 0.114

Table 6d-Non apparel Cottons (Hong Kong)

Dependent Variable: LM(-1) ‘
Method: Two-Stage Least Squares
Sample (adjusted): 1990Q1 2005Q2
Included observations: 62 after adjustments
Instrument list: LP(-1) LGDP(-1) DUMMY D.LM(-1 TO -3) SEASON
D.LP(-1 TO -3) D.LGDP(-1 TO -2)

t_
Independent Variable Coefficient Std. Error Statistic | Prob.
LP(-1) -0.894 0.328 | -2.726 | 0.009
LGDP(-1) 4.809 0.039 | 123.308 | 0.000
DUMMY -0.786 0.109 -7.198 | 0.000
D.LM(-1) 0.927 0.307 | 3.014 | 0.004
D.LM(-2) 0.828 0.264 3.135 | 0.003
D.LM(-3) 0.802 0.271 2.966 | 0.005
D.LP(-1) 1.417 0.766 | 1.850 | 0.070
D.LP(-2) 1.385 0.682 | 2.031|0.048
D.LP(-3) 1.769 0.711 2.489 | 0.016
D.LGDP(-1) -23.165 7.509 -3.085 | 0.003
D.LGDP(-2) -14.159 7.729 | -1.832|0.073
SEASON -0.031 0.164 -0.186 | 0.853




Table 6.e-Apparel Fibers (Mainland China)

Dependent Variable: LM(-1) ‘

Method: Two-Stage Least Squares

Sample (adjusted): 1990Q1 2005Q2

Included observations: 62 after adjustments

Instrument list: LP(-1) LGDP(-1) DUMMY D.LM(-1 TO -3) SEASON

D.LP(-1 TO -3) D.LGDP(-1 TO -2)

‘[_
Independent Variable Coefficient Std. Error Statistic | Prob.
LP(-1) -1.365 0.103 | -13.205 | 0.000
LGDP(-1) 5.802 0.040 | 145.143 | 0.000
DUMMY -0.234 0.033 | -7.104 | 0.000
D.LM(-1) 0.717 0.089 | 8.070 | 0.000
D.LM(-2) 0.436 0.088 4.976 | 0.000
D.LM(-3) 0.374 0.066 5.699 | 0.000
SEASON -0.036 0.060 | -0.606 | 0.547
D.LP(-1) 1.015 0.233 | 4.350 | 0.000
D.LP(-2) 0.398 0.244 1.633 | 0.109
D.LGDP(-1) 6.213 2.680 2.318 | 0.024
Table 6.f-Non-apparel Fibers (Mainland China)
Dependent Variable: LM(-1) ‘
Method: Two-Stage Least Squares
Sample (adjusted): 1990Q1 2005Q2
Included observations: 62 after adjustments
Instrument list: LP(-1) LGDP(-1) DUMMY D.LM(-1 TO -3) SEASON
D.LP(-1 TO -3) D.LGDP(-1 TO -2)

‘[_
Independent Variable Coefficient Std. Error Statistic | Prob.
LP(-1) -1.492 0.078 | -19.042 | 0.000
LGDP(-1) 5.323 0.011 | 497.873 | 0.000
DUMMY 0.325 0.055 | 5.890 | 0.000
D.LM(-1) 0.832 0.108 |  7.710 | 0.000
D.LM(-2) 0.571 0.152 | 3.760 | 0.000
D.LM(-3) 0.326 0.142 | 2.296 | 0.026
SEASON 0.023 0.061 0.383 | 0.704
D.LP(-1) 1.335 0.356 | 3.745 | 0.000
D.LP(-2) 0.866 0.355 | 2.4410.018




Table 6.g-Apparel Cottons (Mainland China)

Dependent Variable: LM(-1)

Method: Two-Stage Least Squares

Sample (adjusted): 1990Q1 2005Q2

Included observations: 62 after adjustments

Instrument list: LP(-1) LGDP(-1) DUMMY D.LM(-1 TO -3) SEASON

D.LP(-1 TO -3) D.LGDP(-1 TO -2)

‘[_
Independent Variable Coefficient Std. Error Statistic | Prob.
LP(-1) -1.376 0.087 | -15.856 | 0.000
LGDP(-1) 5.522 0.033 | 167.571 | 0.000
DUMMY -0.314 0.037 | -8.482 | 0.000
D.LM(-1) 0.796 0.063 | 12.548 | 0.000
D.LM(-2) 0.579 0.078 7.444 | 0.000
D.LM(-3) 0.357 0.074 | 4.824 | 0.000
SEASON -0.068 0.055 | -1.238 | 0.221
D.LP(-1) 0.974 0.167 | 5.824 | 0.000
D.LP(-2) 0.581 0.161 3.620 | 0.001
D.LP(-3) 0.389 0.149 | 2.607 | 0.012
Table 6.g-Non-apparel Cottons (Mainland China)
Dependent Variable: LM(-1) ‘
Method: Two-Stage Least Squares
Sample (adjusted): 1990Q1 2005Q2
Included observations: 62 after adjustments
Instrument list: LP(-1) LGDP(-1) DUMMY D.LM(-1 TO -3) SEASON
D.LP(-1 TO -3) D.LGDP(-1 TO -2)

‘[_
Independent Variable Coefficient Std. Error Statistic | Prob.
LP(-1) -1.732 0.116 | -14.923 | 0.000
LGDP(-1) 5.126 0.011 | 457.126 | 0.000
DUMMY 0.047 0.053 | 0.889 | 0.378
D.LM(-1) 0.792 0.084 | 9.414 | 0.000
D.LM(-2) 0.421 0.120 | 3.498 | 0.001
D.LM(-3) 0.200 0.105 1.911 | 0.062
SEASON 0.034 0.054 | 0.635 | 0.528
D.LP(-1) 1.055 0.253 | 4.176 | 0.000
D.LP(-2) 0.581 0.254 | 2.286 | 0.026




Appendix 1.-Impulse Response Function

Figure 1.-Impulse Response Function

Figure 1.a-Apparel Fibers (Hong Kong)
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Figure 1.b-Non-apparel Fibers (Hong Kong)
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Figure 1.c-Apparel Cottons (Hong Kong)
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Figure 1.d-Non-apparel Cottons (Hong Kong)
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Figure 1.e-Apparel Fibers (Mainland China)
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Figure 1.f-Non-apparel Fibers (Mainland China)

Response to CholeskyOne S.D. Innovations
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Figure 1.g-Apparel Cottons (Mainland China)

Response to Cholesky One S.D. Innovations
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Figure 1.h-Non-apparel Cottons (Mainland China)

Response of LNNC to LNNC
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Appendix 2-Forecasts of long run models (2SLS)

Figure 2.a-Apparel fibers (HK)
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Figure 2.b-Non-apparel fibers (HK)
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Figure 2.C-Apparel cottons (HK)
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Figure 2.d-Non-apparel cottons (HK)
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Figure 2.e-Apparel fibers (CHN)
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Figure 2.f-Non-apparel fibers (CHN)
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Figure 2.g-Apparel cottons (CHN)
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Figure 2.h-Non-apparel cottons (CHN)
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