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Evaluation of relative importance of different products in the transmission of the impacts 

of euro zone crisis into Bangladesh economy 

Md. Abul Basher  

 

 

Introduction 

 

 The external sector has been playing a prominent role in Bangladesh since the beginning 

of the meaningful trade liberalization in early 1990s. Total exports of the country as a share of its 

GDP increased from 6.35 percent in FY1992 to 27.6 percent in FY2012. Recent escalation of 

GDP growth of the country to 6 plus percent is accredited to the growth of export and 

remittances (WB 2012). Bangladesh has been identified as one of the next 11 most promising 

countries (N11) based on economic potential of the country stemming from its growing openness 

by Goldman Sachs investment bank.  

  

Bangladesh’s robust export strength is built upon its cost competitiveness in the 

production of labor intensive commodities.  USA and EU are by far the two main destination 

markets for Bangladeshi exports. Together they  account for about three-fourths of Bangladesh’s 

total exports.  Although country’s exports to the regional markets have been increasing in the 

recent years, USA and EU markets would continue to determine the trajectory of overall exports 

of the country in the foreseeable future because of their relatively large share in total exports.  

 

Between USA and EU markets, the importance of the latter has been rising over time. 

This is partly because of the export preference in the form of Generalized System of Preferences 

(GSP) provided by European Union to Bangladesh. Under this scheme, all products from 

Bangladesh enjoy duty free entry in EU market. Graph 1 shows the shares of different 

destination markets in total export of Bangladesh. While the share of USA in Bangladesh’s 

overall export has been declining in the recent years, the share of EU is increasing.   

 

Total export (normalized to 60 for year 2012) has been increasing, albeit faced some 

bumps at times. Export to USA as a share of country’s total exports has been declining since 

2005, while the same share of EU remained more or less stable until 2009, and share of the rest 

of the world continued to increase. Total export stagnated in 2008 reflecting the effects of global 

economic and financial crisis, but recovered fast defying the bearish trend of country’s export to 

USA. On the whole, exports of the country seemed to regain its lost growth momentum. But the 

euro zone crisis which began in 2009 started affecting the overall exports of the country with 

some lag effects since 2011. Share of exports to EU in total exports started declining. This is 

mainly due to fall in the exports to euro zone countries. Share of Bangladesh’s export to euro 

zone countries (out of the 28 member countries of EU, 18
2
 of them use Euro as their currency) 

accounted for more than 75 percent of its total export to EU in 2009. But this share has declined 

to less than 72 percent in 2012. Because of all these, the sharp recovery of country’s total exports 

following the global economic and financial crises abated.  

 

 

                                                           
2
They are: Belgium, Germany, Ireland, Spain, France, Italy, Luxembourg, the Netherlands, Austria, Portugal, 

Finland, Greece, Slovenia, Cyprus, Malta, Slovakia, Estonia, and Latvia.  
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Graph 1: Share of different destination markets in Bangladesh’s total export in different years 

   

 
 

 

Economic theory suggests that the transmission of any external economic shocks into 

another economy depends on the nature and strength of the channels through which they are 

interconnected.  EU is more of an export destination for Bangladesh than import source. The 

importance of EU member countries as a destination market for Bangladeshi exports vary. 

Similarly, their importance as a destination is not same for all commodities either. This is the 

reason why the policymakers need to know the varying degrees at which export of different 

commodities will be affected by the euro zone crisis to undertake an informed decision to 

combat the negative effects of this crisis.  

 

Objectives of the study 

 

Given the above backdrops, the main objective of the current study is to assess the 

relative importance of different EU member countries as a destination market for Bangladeshi 

exports. At the same time, the study assesses the relative importance of main export items as a 

vehicle to carry the impacts of euro zone crisis into Bangladesh economy.  After identifying the 

top five destination countries within EU and top five exports from Bangladesh in those countries, 

the study estimates the income elasticity of these commodities for each destination country.  

 

As country and product-wise price information is not available for Bangladeshi exports to 

EU, it is not possible to estimate the price elasticity of demand for the main exports to EU. 

Instead, the study estimates the bilateral real exchange rate elasticity of exports of Bangladesh to 

EU countries. Finally, on the basis of estimated elasticities, the study analyzes how economic 

slowdown of different EU countries would affect the overall as well as commodity-specific 

exports of Bangladesh following euro zone crisis.    

 

 

 



4 

 

Structure of the report  

  

The rest of the paper is organized as follows; section II briefly describes the euro zone 

crisis and its effects on Bangladesh so far. Section III presents the methodology, data and 

estimation strategy. Section IV describes the empirical results, and finally section V presents the 

summary and conclusions.    

 

II. The euro zone crisis
3
 and its impact on Bangladesh economy so far  

 

 The European monetary union (EMU) was conceived in Maastricht Treaty signed in 1992 

which set the ‘convergence criterion
4
’ to join the EMU. On January 1, 1999, eleven European 

countries decided to denominate their currencies into a single currency. The common currency 

“Euro” took the form of notes and coins in 2002 and replaced the domestic currencies of 

participating countries, which increased to 17 by 2011.The countries that adopt euro as their 

currency jointly known as euro zone. 

 

 Since the euro came into existence, the money and financial markets in euro zone 

experienced rapid changes. Bond markets that were segmented got integrated within a short 

period. Between 1999 and 2002, and then on until the beginning of the ongoing crisis, there was 

convergence in the yields on government bonds. Interest rate dispersion between the rates 

offered by different banks also declined.  

 

Graph 2: Yields on government bonds in euro area in different years  

 
 

Graph 3: Interest rate dispersion among the rates offered by different banks in EU and euro area 

                                                           
3
This section draws on EC (2009), Massa et.al. (2012), Anand et al. (2012), and Dadush et.al.  (2010)  

4
As per the convergence criterion, countries had to keep budget deficit below 3 percent of GDP, public debt below 

60 percent, maintain price stability and ensure interest rate remained within limits for at least 2 years to gain entry 

into EMU.  
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Credit growth surged as currency risk premium diminished. Competition to disburse 

more credit intensified among the financial institutions as they can easily borrow from abroad. 

This also spurred financial innovations. Lower borrowing costs and expansion of markets, 

especially the construction and financial services, boosted tax revenues and tempted the 

governments to expand spending as well.  

 

Between 1997 and 2007, public spending per person rose by 76 percent and government 

contribution to GDP rose by 3.5 percentage points in Greece, Ireland, Italy, Portugal, and Spain 

(GIIPS). Average per capita spending increased by 34 percent and the government’s contribution 

to GDP stayed constant in Europe’s Northern Member (EUN) countries, Austria, Belgium, 

France, Germany, and the Netherlands. Low interest rate and improved confidence fueled a 

expenditure surge, which was partly financed by foreign lending. The GIIPS, especially Greece, 

Ireland and Spain experienced an increase in domestic spending accompanied by deteriorating 

current account balances and rising private debt.    

 

 As a result of low interest rate, augmented domestic demand and public spending, growth 

in the euro zone countries slightly picked up during 2003-07 period.  So long as growth was 

strong, it was hard to make out whether there had been an improvement in the fundamentals, or it 

was a bubble. Till 2007, general growth momentum was in place, perhaps waiting for a trigger 

(Anand et al. 2012). The global financial crisis in 2008 acted as the trigger that set the snow ball 

of debt rolling across Europe and in the euro zone as growth declined sharply.  
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Graph 4: Growth of real GDP in euro zone in different years 

 
 

The global financial crisis led to disruption in financial intermediation. Interest rates 

started to diverge from one another among the euro zone countries, marking out rise in their 

levels. Excess lending left banks with bad loans and governments with large fiscal deficit and 

public debt. The troubles were exacerbated by the difficulties associated with having a single 

monetary policy. The Euro deprived the euro zone countries of the freedom to adjust monetary 

policy to suit their own circumstances as only the European Central Bank (ECB) has the power 

to conduct the monetary policy for the whole euro zone. Inability to adopt a custom-tailored 

monetary policy did not help rather hurt the countries in the euro zone. Thus having a common 

currency was more of a restrictive tie rather than an advantage in times of need.  

 

Bangladesh and Euro zone crisis  

 

Massa et.al (2012) identified three channels through which the euro zone crisis can 

impact a developing country like Bangladesh. They are:  

 

• Financial contagion effects: These occur in the form of spill-overs through financial 

intermediaries and stock markets, as well as in the form of shifts in market sentiment and 

changes in investors’ perception of risks.   

• Fiscal consolidation effects: The series of austerity packages enacted in several 

European economies has led to a considerable rise in unemployment and weakened 

growth which had still not fully recovered from global financial crisis of 2008. These 

may affect the demand in these countries for the imported goods from developing 

countries. The same phenomenon can also affect foreign direct investment in developing 

countries by European countries. Foreign aid as well as remittance from EU countries to 

developing countries.  

• Exchange rate effects: A depreciation of the euro may alter the trade relationship 

between euro zone and developing countries in favor of the former. The overall effects 

will work in two opposite ways. On the one hand, countries whose currency is pegged to 

the euro may benefit from a weaker euro which makes their exports more competitive in 

rest of the global market.  On the other, countries with dollar-linked exchange rate will 

suffer from an appreciation of the dollar against euro.  
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However, given the very limited international exposure of Bangladesh’s capital market, 

the dominant channel for euro zone crisis to impact Bangladesh economy would be the trade 

channel. Asian Development Bank (2013) also asserts that trade is the primary channel through 

which the euro zone crisis will be transmitted from EU to Asia. Again within trade, EU is more 

of destination markets for Bangladesh’s exports rather than source markets for its import. East 

Asia and neighboring India are the main source for Bangladesh’s import. In other words, the 

impacts of euro zone crisis are more likely to be transmitted into Bangladesh economy through 

the export channel.   

 

It is evident from graph 1 that more than half of Bangladesh’s total export goes to EU 

market. Again, the share of euro zone countries in Bangladesh’s total exports to EU is more than 

70 percent. Therefore, euro zone crisis can potentially affect country’s overall exports. However, 

available information indicates that the impacts of euro zone crisis do not remain confined within 

the euro zone only; rather they affect the whole EU member countries. Therefore, this crisis can 

potentially affect Bangladesh’s exports to whole EU markets.  

 

Within EU, Germany is the largest export destination for Bangladesh, consecutively 

followed by United Kingdom, France, Spain and Italy. Bangladesh export to these top five 

countries in 2012 was more than 10 billion US dollar, which accounts for more than 75 percent 

of country’s total exports to EU. They account for about 39 percent of country’s total exports. It 

implies that the impacts of euro zone crisis on the exports of Bangladesh would be more 

pronounced if these 5 countries are affected by this crisis.  

 

Widely well-known as an exporter of labor-intensive ready-made garments (RMG) 

exporter, Bangladesh’s export to EU is also dominated by apparel items. The top five export 

items from Bangladesh to EU in 2012 were Articles of apparel of textile fabrics (SITC 845), 

Men's clothing of textile fabrics (SITC 841) , Women's clothing (not knitted, SITC 842), 

Women's clothing of textile, knitted or crocheted (SITC 844)and Men's or boy's clothing, 

(textile, knitted, SITC 843) respectively. The shares of these 5 items in Bangladesh’s total export 

to top 5 EU destination markets in 2012 are shown in graph 5.   

 

Graph 5: Percentage share of top 5 exports in Bangladesh’s total exports to different countries in 

2012 

 
 

70

75

80

85

90

95

Germany United 

Kingdom

France Spain Italy

% Share of top 5 items



8 

 

These five export items accounted for about 87.5 percent of Bangladesh’s overall export 

to EU markets implying the fact that they are the main determinants of the overall exports of the 

country. At the same time, it implies that these commodities will be the main carriers of the 

impacts of euro zone crisis into Bangladesh economy. In most cases, the exports of these items to 

top 5 EU countries has declined between 2011 and 2012 (table 1) 

 

Table 1: Export of top 5 commodities by Bangladesh to EU in 2011 and 2012 (in million US 

dollar)  

 Commodity  Exports in 2012  

SITC Code Germany 

United 

Kingdom France Spain Italy 

845 1544.12 850.39 752.65 650.41 422.00 

841 877.02 611.11 271.86 222.86 212.95 

842 491.73 258.95 91.47 161.10 42.31 

844 428.72 138.84 68.95 54.29 60.15 

843 225.57 177.22 80.48 103.87 117.57 

Exports in 2011 

845 1707.76 835.83 954.87 628.45 444.29 

841 852.36 518.25 330.22 180.62 211.34 

842 491.65 214.42 123.55 118.10 42.97 

844 441.65 117.18 91.56 55.03 59.23 

843 261.59 162.10 100.26 91.44 113.89 

 

 

 

III. Methodology, Data and Estimation Strategy   

 

Based on our earlier finding  that countries like Germany, United Kingdom, France, 

Spain and Italy are the most important destination markets for Bangladesh, we analyze how the 

economic slowdown of these countries as a result of euro zone crisis are likely to affect the 

exports of Bangladesh. Similarly, the top five commodities which accounts for more than 87 

percent of Bangladesh’s total exports to EU markets, are also identified as the main vehicle 

commodity to carry the impacts of euro crisis into Bangladesh economy. Given the relative 

importance of these commodities, we assess how their individual exports to the above-mentioned 

5 countries would be affected as a result of any economic slowdown following the euro zone 

crisis. We carry out the same analysis for all non-RMG exports considering them as a group.  

 

Based on the different channels identified in literature, the transmission mechanism of 

euro zone crisis into Bangladesh economy is shown in graph 6. Route 1 shows that euro zone 

will first and foremost reduce the income of euro zone and other EU member countries. This 

reduction in income of the member countries in turn would reduce the demand for commodities 

imported from Bangladesh by these countries. Route 2 refers to the fact that because of different 

austerity measures taken by government and economic slowdown due to euro zone crisis both 
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demand and price of imported commodities may go down. This phenomenon in turn can 

negatively affect Bangladesh’s export to EU markets.  

 

Graph 6: Different transmission routes of the impacts of euro crisis into Bangladesh economy   

 

 

 

 

Route 1 

 

 

 

 

 

 

 Route 2 

 

 

 

 

For a given level of decline of income in a EU member country �, the decline of export of 

commodity � to this country will depend on the income responsiveness of export of this 

commodity. Similarly, for a given fall in price, the decline in export will depend on the price 

elasticity of export of the commodity. Therefore, to assess the impacts of euro zone crisis on 

Bangladesh economy, we need to quantify the income and price elasticity of the export of 

different items of Bangladesh to EU member countries. However, it is not possible to quantify 

the price elasticity as information of price of different commodities exported to EU member 

countries by Bangladesh is not available. Therefore, following the practice in the literature, we 

estimate the (real) exchange rate elasticity of export. However, income elasticity of exports is the 

subject of our main interest in this paper.  

 

 In absence of price information, export of a commodity is assumed to be a function of the 

income of the destination country, bilateral real exchange rate, and ability of the home country to 

produce and supply this commodity. Therefore, the postulated export function in our study is:  

���� = �	 + ���� + �����, + ����� + �  (1) 

where, �� is export of commodity �from country ℎ to country �,  � is the income of country �, 

��, is the real bilateral exchange rate between country ℎ and �, and �� is the gross capital 

formation in country ℎ. Since all variables are in log, � represents the elasticity of export of 

commodity � from country ℎ to country � with respect to income of the destination country. 

Similarly, � elasticity of export of commodity � from country ℎ to country � with respect to the 

bilateral real exchange rate.  

 

Euro zone 

crisis  

Income of member 

countries goes down   

Demand and price of 

Bangladeshi exports in 

member countries goes down  

Export of 

Bangladesh to EU 

goes down   
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Data 

The time series data on exports of Bangladesh to EU member countries are very scarce. 

We used two different sources for the information used in our study. Although the World 

Integrated Trade Solution (WITS) provides disaggregated trade data since 1989, they are not 

updated in case of Bangladesh after 2007. On the other hand, United Nations Conference on 

Trade and Development (UNCTAD) stat provides disaggregated trade data until 2012. But they 

are available only since 1995 in case of Bangladesh. Combining these two sources, we use the 

sample period from 1989 to 2012. However, the classification followed by WITS and UNCTAD 

differs from each other. Therefore we match by using the coding definition followed by them. 

The matching matrix is provided in appendix 1.   

Income of the destination countries and the gross capital formation of Bangladesh are 

taken from World Bank. The bilateral real exchange rate between Bangladesh and destination 

countries have been estimated as �.
��

��
, where � is the nominal exchange between Bangladesh 

and destination, i.e, equivalence of one British pound in terms of Bangladeshi Taka, for example.   

� and �� are the CPI of the destination country and Bangladesh respectively both with 2005 as 

the base year.  

 

Estimation strategy  

 

The empirical exercise involves estimation of equation 1 using time series data. Since the 

postulation of Nelson and Plosser (1982), modern econometrics attaches a lot of importance to 

the characteristics of time series data. Central to this is the distinction between the stationary and 

non-stationary time series in contrast to the traditional practice of assuming all variables in the 

regression model to be stationary. A time series data is said to be stationary if its mean, variance 

and auto-covariance are independent of time, and remain constant over time. Many 

macroeconomic time series are non-stationary in nature and consequently the ordinary least 

square (OLS) regression using these data might produce inconsistent, inefficient and often 

spurious estimates. In order to avoid such problems the integrating properties of the variables are 

now routinely examined by testing for the existence of unit roots in variables under 

consideration.  

 

Although there are several methods for testing unit roots, having applied them as part of 

this exercise, it is found that one single test would be sufficient for summarizing the main 

statistical results and deciding about the outcomes. This test is known as the Augmented Dickey 

Fuller (ADF) test, which is the most popular one in time series econometrics. This test is based 

on equation (12), where Z is the variable under consideration, ∆ is the first difference operator, 

subscripts � denotes time period, and � is the time trend and � is the error term.  

∆ ! = " + #$ − 1' !() + �� + �∆ !() + �!  (2)    
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The null hypothesis for this test is that#$ − 1' = 0, i.e.,  !is non-stationary, against 
#$ − 1' < 0, i.e.,  !is stationary. The‘t’ test on the estimated coefficient of  !() provides ADF 

test for the presence of a unit root. However, the estimated t-ratios on  #$ − 1' are non-standard, 

requiring the computed test statistics to be compared with the corresponding critical values to 

infer about the stationarity of the variables
5
.  It is common to find that macroeconomic time 

series data are non-stationary on their levels but stationary on their first or higher order 

differences. Following Engle and Granger (1987) a time series is said to be integrated of order , 

(usually denoted as ~.#,' with , is the number of times that the series needs to be differenced in 

order to become stationary.   

However, it needs to be mentioned that in case of a  small sample, the testing procedure 

for unit roots might be quite challenging. Not only that the results emanating from different unit 

root testing procedures can be inconclusive but also that the test like ADF often suffer from ‘low 

power’ (Engle and Granger 1987), which is often reflected in the tendency to over-reject the null 

when it is true and under-reject the null when it is false. Hall (1986) suggests the inspection of 

autocorrelation function and correlogram as an important tool to determine whether a variable is 

stationary or not by using a small sample.  

The autocorrelation coefficients at different lags are plotted against /, the population 

correlogram is obtained. For non-stationary variables correlograms die down slowly giving rise 

to secular declining trend in the graph of autocorrelation coefficients. In case of stationary 

variables, the correlograms damp down almost instantly and then show random movement. As 

our sample is small, we have also used the autocorrelation coefficients and correlograms to 

determine the integrating properties of the variables.  

Once it is determined that the variables used in our estimation are non-stationary, the 

only way to infer about the long-run relationship among them is to employ cointegration 

technique. There are several conitegration methodologies in the literature- the simplest one being 

the Engle-Granger (1987) two step procedures. But the problem is Engle-Granger ignores the 

possibility of multiple cointegrating vectors. This problem can be tackled by using Johansen-

Juselius (1990) procedure. However, the results from Johansen-Juselius are very sensitive to the 

choice of lag length. Although there are statistical tests for choosing the appropriate lag-lengths, 

in a small sample such tests may not be feasible. Also, use of lags involving all the variables in 

the model could reduce the degrees of freedom. Another problem is that multiple cointegrating 

vectors could imply contradictory and not very plausible economic interpretation. These issues 

are given serious consideration in econometric estimation of our model.   

The number of lag has been selected on the basis of AIC. The presence and existence of 

cointegrating relationship is determined maximum eigenvalue and trace statistics. Enders (2010) 

asserts that when these two test statistics imply different results, the maximum eigenvalue should 

be preferred for its ability to pin down the number of coinegrating relationships. We also follow 

same procedure.  

 

                                                           
5
These critical values were first computed by Dickey and Fuller (1981). If the estimated test statistics exceed the 

critical values, the null hypothesis is rejected. Estimated t-ratios and the corresponding critical values are compared 

on their absolute terms. These days many econometric software provide simulated critical values based on the model 

specifications, e.g., if the intercept and/or trend term are included or not, and the number of observations.   
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IV. Results  

 

Time series properties of variables  

  

First we present the test results to determine whether the variables used in our estimation 

can be represented as stationary or non-stationary processes. These results include ADF test 

statistics on level and first difference of the variables both with and without trend term in the 

regression. At the same time, we provide the graphical plot of the variables and their 

correlograms in graph 7.  

 

Germany 
 

Table 2 represents the ADF statistics. The number in the parenthesis represents the p-

value at which the null hypothesis of no unit root can be rejected. As can be seen from the table, 

we fail to reject the null hypothesis of unit root both with and without trend on the basis of the 

ADF statistics on the level of the most of the variables. Only in case of commodity 1, the ADF 

statistics on levels of the variable, we can reject the null. However, the graphical plot of the  

 

Table 2: Unit root tests of variables (Germany)  

Variable Level 1
st
 difference  

 With trend Without trend With trend Without trend 

Bilateral real exchange rate -3.54 (0.06) -3.37 (0.024) -3.19 (0.11) -3.19 (0.03) 

National income  -1.83 (0.65) -0.08 (0.95) -3.14 (0.12) -3.23 (0.03) 

Com 1: SITC code 845 -9-92 (0.00) -5.71 (0.00) -5.73 (0.00) -6.11 (0.00) 

Com 2: SITC code 841 -3.51 (0.06) -1.92 (0.32) -4.86 (0.004) -5.27 (0.00) 

Com 3: SITC code 842 -1.01 (0.92) -1.54 (0.49) -4.13 (0.02) -3.77 (0.01) 

Com 4: SITC code 844 -3.52 (0.06) -0.49 (0.87) -4.8 (0.00) -4.96 (0.00) 

Com 5: SITC code 843 -3.08 (0.13) -1.68 (0.43) -6.45 (0.00) -6.46 (0.00) 

Com 6: others -0.76 (0.96) 1.57 (0.99) -5.24 (0.002) -4.41 (0.003) 

 

Figure 7: Graphical plots of variables and correlograms (Germany) 
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variable and the correlograms imply the non-stationarity of this variable. As mentioned above, 

sometimes ADF can over-reject the null due to its ‘low-power’ in case of small sample. When 

the ADF statistics and correlograms provide conflicting results, we accept the implication 

derived from correlograms. We can comfortable reject the null hypothesis of unit root in case 

first difference of the variables. Thus, based on the ADF statistics and the correlograms, we 

conclude that all variables are ~I(1).   

 

United Kingdom  
 

Table 3 represents results of the test for unit root on the level and first difference of the 

variables for United Kingdom. The graphical plot of the variables and their correlograms are 

provided in graph 8. Based on the ADF statistics on level and first difference of variables and 

their correlograms, we conclude that all variables are ~I(1).   

 

Table 3: Unit root tests of variables (United Kingdom)  

Variable Level 1
st
 difference  

 With trend Without trend With trend Without trend 

Bilateral real exchange rate -2.55 (0.30)  -2.49 (0.13) 2.85 (0.19) 2.99 (0.05) 

National income  -2.93 (0.17) -1.61 (0.31) -2.79 (0.22) 2.61 (0.10) 

Com 1: SITC code 845 -2.32 (0.40) -3.98 (0.01) -4.89 (0.004) -4.53 (0.002) 

Com 2: SITC code 841 -2.88 (0.19)  -1.28 (0.99)  -2.54 (0.29)  -3.87 (0.01) 

Com 3: SITC code 842 -3.14 (0.12)  -2.56 (0.12)  -6.37 (0.00)  -6.16 (0.00)  

Com 4: SITC code 844 -13.10 (0.00)  -1.40 (0.56)  -5.64 (0.00) -7.14 (0.00)  

Com 5: SITC code 843 -2.93 (0.17)  -2.87 (0.07)  -5.79 (0.00)  -5.05 (0.00)  

Com 6: others -3.90 (0.03) 0.66 (0.99)  -4.21 (0.02) -4.27 (0.00) 

 

Figure 8: Graphical plots of variables and correlograms (United Kingdom) 
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France  
 

Table 4 represents results of the test for unit root on the level and first difference of the 

variables for France. The graphical plot of the variables and their correlograms are provided in 

graph 9. Like Germany, the ADF statistic on the level of commodity implies rejection of null 

hypothesis of unit root while its correlogram implies otherwise. Following Hall (1986), we do 

not reject the null as the sample is small in our case. Based on the ADF statistics on level and 

first difference of variables and their correlograms, we conclude that all variables are ~I(1).    

Table 4: Unit root tests of variables (France)  

Variable Level 1
st
 difference  

 With trend Without trend With trend Without trend 

Bilateral real exchange rate -1.79 (0.67) -1.77 (0.38) -4.14 (0.018) -4.31 (0.003) 

National income  -1.99 (0.56) 0.104 (0.96) -3.27 (0.09) -3.34 (0.02) 
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Com 1: SITC code 845 -6.22 (0.00) -6.04 (0.00) -4.71(0.005) -4.77 (0.001) 

Com 2: SITC code 841 -2.92 (0.17) -2.88 (0.06) -4.55 (0.008) -4.48 (0.002) 

Com 3: SITC code 842 -1.29 (0.86) -2.27 (0.19) -4.20 (0.01) -3.70 (0.01) 

Com 4: SITC code 844 -2.29 (0.42) -1.63 (0.45) -3.03 (0.15) -2.86 (0.06) 

Com 5: SITC code 843 -9.91 (0.00) -1.80 (0.37) -7.21 (0.00) -7.08 (0.00)  

Com 6: others -2.75 (0.23) -1.39 (0.57) -4.70 (0.005) -4.82 (0.001) 

 

 

 

Figure 9: Graphical plots of variables and correlograms (France) 
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1.72

1.76

1.80

1.84

1.88

1.92

1.96

90 92 94 96 98 00 02 04 06 08 10 12

Bilateral real exchnage rate

5.9

6.0

6.1

6.2

6.3

6.4

6.5

90 92 94 96 98 00 02 04 06 08 10 12

National Income

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

90 92 94 96 98 00 02 04 06 08 10 12

Commodity 1: SITC code 845

1.2

1.4

1.6

1.8

2.0

2.2

2.4

2.6

90 92 94 96 98 00 02 04 06 08 10 12

Com 2: SITC code 841

0.0

0.4

0.8

1.2

1.6

2.0

2.4

90 92 94 96 98 00 02 04 06 08 10 12

Com 3: SITC code 842

-0.8

-0.4

0.0

0.4

0.8

1.2

1.6

2.0

90 92 94 96 98 00 02 04 06 08 10 12

Com 4: SITC code 844

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

90 92 94 96 98 00 02 04 06 08 10 12

Com 5: SITC 843

0.8

1.2

1.6

2.0

2.4

90 92 94 96 98 00 02 04 06 08 10 12

Others commodities

-0.4

0

0.4

0.8

1 2 3 4 5

BRER

0

0.4

0.8

1 2 3 4 5

Income

0

0.4

0.8

1 2 3 4 5

Com 1

-0.4

0

0.4

0.8

1 2 3 4 5

Com 2

0

0.4

0.8

1 2 3 4 5

Com 3

0

0.4

0.8

1 2 3 4 5

Com 4

0

0.4

0.8

1 2 3 4 5

Com 5

0.1

0.4

0.7

1 2 3 4 5

Other 

commodities



16 

 

Table 5 represents results of the test for unit root on the level and first difference of the variables 

for Spain. The graphical plot of the variables and their correlograms are provided in graph 10. 

Based on the ADF statistics on level and first difference of variables and their correlograms, we 

conclude that all variables are ~I(1).    

 

Table 5: Unit root tests of variables (Spain)  

 

Variable Level 1
st
 difference  

 With trend Without trend With trend Without trend 

Bilateral real exchange rate -1.45 (0.81) -1.52 (0.51) -6.34 (0.00) -6.59 (0.00) 

National income  -2.54 (0.31) 0.28 (0.97) -3.08 (0.14) -2.90 (0.06) 

Com 1: SITC code 845 -2.29 (0.42) -1.42 (0.55) -2.47 (0.34) -0.40 (0.89) 

Com 2: SITC code 841 -4.56 (0.007) 0.43 (0.98) -3.79 (0.04) -3.73 (0.01) 

Com 3: SITC code 842 -2.69(0.25) 0.31 (0.91) -2.95 (0.16) -2.65 (0.09) 

Com 4: SITC code 844 -4.95 (0.005) -1.10 (0.69) -4.74 (0.008) -4.84 (0.001) 

Com 5: SITC code 843 -4.28 (0.17) -1.37 (0.58) -7.00 (0.00) -7.13 (0.00) 

Com 6: others -2.06 (0.54) -1.15 (0.68) -3.31 (0.09) -4.74 (0.00) 

 

Figure 10: Graphical plots of variables and correlograms (Spain) 
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Italy 
 

Table 6 represents results of the test for unit root on the level and first difference of the 

variables for Spain. The graphical plot of the variables and their correlograms are provided in 

graph 11. Based on the ADF statistics on level and first difference of variables and their 

correlograms, we conclude that all variables are ~I(1).    

 

Table 6: Unit root tests of variables (Italy)  

Variable Level 1
st
 difference  

 With trend Without trend With trend Without trend 

Bilateral real exchange rate -3.17 (0.12) -1.92 (0.32) -4.51 (0.01) -4.66 (0.00) 

National income  -2.58 (0.29) -0.71 (0.83) -4.15 (0.02) -4.16 (0.00) 

Com 1: SITC code 845 -7.24 (0.00) -1.95 (0.30) -7.6 (0.00) -7.29 (0.00) 

Com 2: SITC code 841 -1.9 (0.61) -1.87 (0.34) -6.23 (0.00) -5.95 (0.00) 

Com 3: SITC code 842 -2.69 (0.25) -3.26 (0.03) -3.39 (0.08) -3.05 (0.05) 

Com 4: SITC code 844 -4.56 (0.01) -1.12 (0.67) -3.92 (0.03) -4.04 (0.005) 

Com 5: SITC code 843 -3.63 (0.05)  -1.98 (0.29) -11.58 (0.00) -6.74 (0.00) 

Com 6: others -4.17 (0.02) -0.69 (0.83)  -4.28 (0.01) -4.11(0.005) 

 

Figure 11: Graphical plots of variables and correlograms (Italy) 
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Estimating the long-run relationships and elasticites 

 

Having found that variables are ~I(1), we use the Johansen-Juselius (JJ) conintegration 

technique to estimate equation 1. With 24 observations and 4 variables, we initially set the 

maximum length as 2. At this the AIC suggested a lag order of 1 as optimal. Based on the 

Maximum Eigen values, we can reject the null hypothesis of no cointegrating vector, i.e., no long 

run relationship in case of most of the variables. The Maximum Eigen values and trace statistics 

imply that these long run relationships are based on 1 conintegrating vector.  

 

First we estimate the elasticites of each commodity that has a statistically significant 

long-run relationship with income of the destination country and bilateral real exchange rate. 

Then we estimate the elasticity of overall of exports of Bangladesh by taking the weighted sum 

of the estimated commodity-specific elasticities by using the respective share in total exports as 

weights. Table 7 represents the elasticities of Bangladesh’s overall exports with respect to 

income of the destination country and bilateral real exchange rate for Germany, United 

Kingdom, France, Spain and Italy. 

 

Table 7: Elasticity of Bangladeshi exports to different EU member countries with respect to 

income of destination country   

Countries Income  Bilateral real exchange rate  

Germany 1.85 1.45 

United Kingdom 1.57 1.09 

France  3.08 1.82 

Spain 3.52 2.54 

Italy 3.19 2.96 

 

Elasticity of Bangladesh’s export with respect to income of the destination countries vary 

across countries. The estimated variance of these elastcities is 0.76.  
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Based on the estimated elastcities, if income of Germany goes down by 1 percent as a 

result of euro zone crisis, Bangladesh’s total export will go down by 1.85 percent. In case of 

United Kingdom, the same effect will be 1.57 percent. In case of France, Spain and Italy- 

Bangladesh’s export will go down by more than 3 percent if their income goes down by 1 

percent as a result of eurozone crisis. This implies that even if the income of top- five EU 

destination countries of Bangladesh’s exports are equally affected by euro zone crisis, their 

impact on Bangladesh will differ. The effect of euro zone crisis on Bangladesh for similar 

decrease income of top five EU countries will be strongest in case of Spain, consecutively 

followed by Italy, France, United Kingdom and Germany respectively.   

 

Elasticity of Bangladesh’s export to top five EU destination countries with respect to 

bilateral real exchange rate varies across countries as well. It is highest in case of Italy and 

lowest in case of United Kingdom. The estimated variance of elastcities of Bangladesh’s overall 

export with respect to bilateral real exchange rate is 0.59.  

 

Table 8 presents the export elastcities of a number of selected commodities to Germany 

with respect to its income and bilateral real exchange rate with Bangladesh. Out of the 6 

categories of commodities mentioned above, export of five of them have a long run relationship 

with income of Germany and its bilateral real exchange rate with Bangladesh allowing us to 

estimate the respective elasticities. The estimated elasticity suggests that euro zone will affect 

Bangladesh’s exports of apparel articles of textile fabrics (SITC 845) the most in case of 

Germany through the income channel. The estimated elasticity in this case is about 3. Total 

exports of this category of apparel items will decrease by 3 percent if euro zone reduces the 

income of Germany by 1 percent.  

 

The exports of non-RMG commodities will also be notably affected in case of Germany 

following any decline its national income. If the income of the country goes down by 1 percent 

as a result of euro zone crisis, the export of non-RMG commodities will potentially decline by 

about 2.5 percent.  

 

Exports of commodities like woman’s overcoat, jackets, suits, shirt-blouse, nightdress 

etc. (SITC 842) from Bangladesh to Germany will be affected by about 2 percent if its income 

goes down by 1 percent. The impact of any probable decline of income of Germany by 1 percent 

on Bangladesh’s export to that country will be less than 1 percent in case of men’s not-knitted 

clothing of textile fabrics (SITC 841) and women’s knitted clothing of textile fabrics (SITC 844). 

Exports of Men’s or boys’ clothing of knitted clothing by Bangladesh to Germany seem to have 

no long-run relationship with income of destination country. Therefore, we fail to assess how 

Eurozone crisis can potentially affect the export of these items to Germany.    

The elasticity of exports of different commodities with respect to real exchange rate 

indicates more or less similar implications.  

 

Table 8: Elasticity of different commodities exported to Germany by Bangladesh   

Commodity GDP elasticity  Bilateral real exchange rate elasticity 

Com 1: SITC 845 2.97 1.97 

Com 2: SITC 841 0.9 1.28 

Com 3:SITC 842 2.05 1.36 
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Com 4: SITC 844 0.1 0.47 

Com 5: SITC 843 - - 

Other commodities 2.5 1.92 

 

Table 9 presents the export elastcities of the selected commodities to United Kingdom 

with respect to its income and bilateral real exchange rate with Bangladesh.  Out of the 6 

categories of commodities mentioned above, exports of four of them have a long run relationship 

with income and its bilateral real exchange rate with Bangladesh allowing us to estimate the 

respective elasticities.  

 

The estimated elasticity suggests that euro zone will affect Bangladesh’s exports of 

women’s clothing of textile fabrics like jackets, overcoats, shirts, shirt-blouse, nightdress etc. 

(SITC 842) the most in case of United Kingdom through the income channel. The estimated 

elasticity in this case is about 4.8. Total exports of this category of apparel items will decrease by 

4.8 percent if euro zone reduces the income of United Kingdom by 1 percent.  

 

Exports of men’s clothing of textile fabrics, both knitted and not-knitted, from 

Bangladesh to United Kingdom will be affected by more than 3 percent if its income goes down 

by 1 percent. Exports of women’s knitted clothing of textile fabrics and non-RMG commodities 

from Bangladesh to United Kingdom seem to have no long-run relationship with income of 

destination country. Therefore, we fail to assess how euro zone crisis can potentially affect the 

export of these items.    

The elasticity of exports of different commodities with respect to real exchange rate 

indicates more or less similar implications.  

 

 Table 9: Elasticity of different commodities exported to United Kingdom by Bangladesh   

Commodity GDP elasticity  Bilateral real exchange rate elasticity 

Com 1: SITC 845 - - 

Com 2: SITC 841 3.58 1.87 

Com 3:SITC 842 4.82 4.56 

Com 4: SITC 844 - - 

Com 5: SITC 843 3.31 2.74 

Other commodities - - 

 

Table 10 presents the export elastcities of the selected commodities to France with 

respect to its income and bilateral real exchange rate with Bangladesh. Out of the 6 categories of 

commodities mentioned above, export of five of them have a long run relationship with income 

of France and its bilateral real exchange rate with Bangladesh allowing us to estimate the 

respective elasticities.  

 

The estimated elasticity suggests that Eurozone will affect Bangladesh’s exports of 

Women’s clothing of textile fabrics (SITC 842) the most in case of France through the income 

channel. Total exports of this category of apparel items will decrease by 4 percent if Eurozone 

reduces the income of France by 1 percent. Exports of apparel articles of textile fabrics (SITC 

845) to France will also be affected by 4 percent if Eurozone crisis reduces the income of this 

destination country by 1 percent. Exports of women’s knitted clothing of textile fabrics (SITC 
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842) will be affected by 2.5 percent whereas exports of men’s not-knitted clothing of same 

fabrics (SITC 841) will be affected by about 1.3 percent as a result of decline of income of 

destination market (France) by 1 percent.   

 

Exports of other non-RMG commodities  will also be notably affected in case of France. 

If the income of the country goes down by 1 percent as a result of euro zone crisis, the export of 

non-RMG commodities will decline by about 2.2 percent. The elasticity of exports of different 

commodities with respect to real exchange rate indicates more or less similar implications. 

 

Table 10: Elasticity of different commodities exported to France by Bangladesh   

 

Commodity GDP elasticity  Bilateral real exchange rate elasticity 

Com 1: SITC 845 4.13 4.29 

Com 2: SITC 841 1.32 0.73 

Com 3:SITC 842 4.24 2.68 

Com 4: SITC 844 2.48 0.52 

Com 5: SITC 843 - - 

Other commodities 2.22 2.5 

 

Table 11 presents the export elastcities of the selected commodities to Spain with respect 

to its income and bilateral real exchange rate with Bangladesh. Out of the six categories of 

commodities mentioned above, export of four of them have a long run relationship with income 

of Spain and its bilateral real exchange rate with Bangladesh allowing us to estimate the 

respective elasticities.  

 

The estimated elasticity suggests that euro zone will affect Bangladesh’s exports of 

apparel articles of textile fabrics (SITC 845) the most in case of Spain through the income 

channel. Total exports of this category of apparel items will decrease by 4.7 percent if Eurozone 

reduces the income of Spain by 1 percent.  

 

Exports of men’s clothing (not-knitted) of textile fabrics (SITC 841) from Bangladesh to 

Spain will be affected by about 3.8 percent if its income goes down by 1 percent. The impact of 

any probable decline of income of Spain by 1 percent on Bangladesh’s export to that country will 

be about 3 percent in case of women’s clothing of textile fabrics (SITC 842)  and about 4 percent 

in case of women’s knitted clothing of textile fabrics (SITC 844). Exports of Men’s or boys’ 

clothing of knitted clothing by Bangladesh to Spain seem to have no long-run relationship with 

income of destination country. Therefore, we fail to assess how euro zone crisis can potentially 

affect the export of these items to Spain. Exports of other items to Spain from Bangladesh, which 

basically includes non-RMG exports also does not show any long-run relation with the income of 

the destination country.  

 

The elasticity of exports of different commodities with respect to real exchange rate 

indicates more or less similar implications. 

 

Table 11: Elasticity of different commodities exported to Spain by Bangladesh   

Commodity GDP elasticity  Bilateral real exchange rate elasticity 
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Com 1: SITC 845 4.65 3.23 

Com 2: SITC 841 3.81 3.68 

Com 3:SITC 842 3.13 2.12 

Com 4: SITC 844 4.21 1.26 

Com 5: SITC 843 - - 

Other commodities - - 

 

Table 12 presents the export elastcities of the selected commodities to Italy with respect 

to its income and bilateral real exchange rate with Bangladesh. Out of the 6 categories of 

commodities mentioned above, export of five of them have a long run relationship with income 

of Italy and its bilateral real exchange rate with Bangladesh allowing us to estimate the 

respective elasticities.  

 

The estimated elasticity suggests that Eurozone will affect Bangladesh’s exports of non-

RMG items the most in case of Italy through the income channel. Total exports of this category 

of apparel items will decrease by 4.8 percent if Eurozone reduces the income of Italy by 1 

percent.  

 

Exports of articles of apparel of textile fabrics (SITC 845) will also be notably affected in 

case of Italy following any decline its national income. If the income of the country goes down 

by 1 percent as a result of euro zone crisis, exports of these items will decline by about 4.3 

percent. Exports men’s not-knitted clothing of textile fabrics (SITC code 841), women’s knitted 

clothing of textile fabrics (SITC 844), and men’s knitted clothing will be affected by 1, 2.9 and 

2.2 percent respectively as a result of decline in income of destination country (Italy) by 1 

percent. 

Exports of women’s knitted clothing by Bangladesh to Italy seem to have no long-run 

relationship with income of destination country. Therefore, we fail to assess how Eurozone crisis 

can potentially affect the export of these items to this destination. The elasticity of exports of 

different commodities with respect to real exchange rate indicates more or less similar 

implications. 

 

Table 12: Elasticity of different commodities exported to Italy by Bangladesh   

Commodity GDP 

elasticity  

Bilateral real exchange rate 

elasticity 

Com 1: SITC 845 4.33 3.85 

Com 2: SITC 841 1.01 2.27 

Com 3: SITC 842 2.94 2.21 

Com 4: SITC 844 - - 

Com 5: SITC 843 2.17 1.25 

Other commodities 4.82 3.97 

 

 To summarize the difference in strength of different commodity channels through which 

Bangladesh’s exports to top-5 EU destination countries can be affected, we use the following 

color bars. Each color represents a one of the top five exports of the country and non-RMG 

exports. These commodities have been ranked according to their export elasticity with respect to 

income of the destination country. Column 2 represents the ranking of the country on the basis of 
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(weighted) elasticity of overall exports of Bangladesh with respect to the income of the 

destination country. Columns 3-8 represent ranking of individual commodities based on their 

income elasticity with respect to the income of the destination country.  

 

Table 13: Ranking of different commodity based on their income elasticity of export (country-

wise)  

Country 
Overall 

ranking 

Ranking of the transmission (commodity) channel  

1 2 3 4 5 6 

Germany 4             

UK 5             

France 3             

Spain 1             

Italy 2             

 

Where;  

SITC code 845 Non-RMG 842 841 844 843 

Color             

 

 In extreme case, where the rankings of the individual commodities do not vary across 

country, each column (as well as each row) will have similar color pattern. But as can be seen 

from table 13, the color patterns of any two columns (or rows) are not even close to be similar, 

implying the fact that importance of different commodities to different destination countries 

significantly vary. The same observation holds for export elasticity of different commodities 

with respect to bilateral real exchange rate as well. Therefore, any policy to combat the negative 

effects of euro zone crisis on Bangladesh has to be country as well as commodity-tailored.   

 

V. Summary and conclusion  
 

Our analysis indicates that not each European country will equally affect Bangladesh as a 

result of the euro zone crisis. Given the relatively high importance of top-five destination 

countries in Europe in Bangladesh’s total export, we analyze how 1 one percentage decline in the 

income of each of these countries will affect the overall Bangladeshi exports to the respective 

country. At the same time, since top five export items, which happened to be different varieties 

of readymade garments, accounts for the lion’s share of total export to EU by Bangladesh, we 

estimate how the export of these items as well other non-RMG items will be affected by euro 

zone crisis.  

 

The empirical analysis shows that elasticity of Bangladesh’s export with respect to GDP 

of different European destination countries varies between 1.6 to 3.5 percent. These estimates 

imply that one percent increase of GDP in United Kingdom, for example, will stimulate 

Bangladesh’s export to that country by 1.6 percent to that country, and vice versa. The same 

impact will be highest, about 3.5 percent, in case of Spain. In case Germany, the largest 

destination market for Bangladesh within Europe, the same impact will be about 1.9 percent. In 
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case of both France and Italy, a 1 percent decrease in their GDP will reduce Bangladesh’s export 

to them by more than 3 percent.  

 

The differential responsiveness of Bangladesh’s GDP to income of different European 

destination countries imply that Bangladesh’s policy measures to mitigate the potential effect of 

euro zone crisis has to be custom-tailored. Each destination country deserves a customized policy 

attention, instead of a generic one, as Bangladesh’s export to them will not be equally affected.  

Top five export items, which are basically different types of RMG items, and export of other 

non-RMG items will not be equally affected by euro zone crisis. The pattern by which exports of 

these items will be affected by this crisis varies across countries. Therefore, in case of taking 

policy measures, a particular commodity does not deserve to same or similar support in all 

countries.  

 

In case of Germany, it is the apparel articles of textile fabrics that will transmit the 

highest level of impact of euro zone crisis into Bangladesh, followed by non-RMG commodities. 

However, in case of United Kingdom, it is not the apparel of textile fabrics; rather women’s 

clothing that will transmit the highest impact of euro zone crisis into Bangladesh economy. In 

fact, both apparel of textile fabrics and non-RMG commodities will not transmit any statistically 

significant impacts of euro zone crisis into Bangladesh economy in case of United Kingdom.  

 

While non-RMG commodities will also play a role in transmitting the impacts of euro 

zone crisis from France to Bangladesh, in case of Spain, the impacts will be transmitted mostly 

by different RMG products. But in case of Italy, the non-RMG commodities will be the strongest 

vehicle to carry the impacts of euro zone crisis into Bangladesh economy. Since the strongest 

carrier of the impacts of euro zone crisis from Europe to Bangladesh varies, the policy focus of 

the government of Bangladesh on the export of a particular commodity should also vary from 

country to country.  
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Appendix Table A1: Product codes and names  

 

 

 

 

  

UNCTAD WITS 

SITC code Product name 4 digit HS code Product name 

845 
Articles of apparel, of 

textile fabrics 

6109 T-shirts, singlets and other vests, knitted or 

6110 Jerseys, pullovers, cardigans and similar artic 

6111 Babies' garments and clothing accessories, knit 

6112 Track-suits, ski-suits and swimwear, knitted or 

6113 Garments made up of knitted or crocheted fabric 

6114 Other garments, knitted or crocheted 

6116 Gloves, mittens and mitts, knitted or crocheted 

6117 Other made up clothing or parts of garments 

6209 Babies' garments and clothing accessories 

6210 Garments, made up of fabrics of 56.02, 56.03, 5 

6211 Track suits, ski suits and swimwear; other than 

6213 Handkerchiefs 

6214 Shawls, scarves, mufflers, mantillas, veils and 

6215 Ties, bow ties and cravats 

6216 Gloves, mittens and mitts 

6217 Other made up clothing accessories 

6001 Pile fabrics (incl. long pile and terry fabrics 

6002 Other knitted or crocheted fabrics 

841 
Men's clothing of textile 

fabrics, not knitted 

6201 Men's or boys' overcoats, and similar articles 

6203 Men's or boys' suits, ensembles, jackets, blaze 

6205 Men's or boys' shirts 

6207 Men's or boys' underpants, briefs, nightshirts 

842 
Women's clothing, of 

textile fabrics 

6202 Woman's or girls' overcoats, and similar article 

6204 Women's or girls' suits, ensembles, jackets 

6206 Women's or girls' blouses, shirts and shirt-blouse 

6208 Women's or girls' slips, petticoats, nightdress 

6212 Brassieres, girdles, corsets, braces, suspender 

844 

Women's clothing, of 

textile, knitted or 

crocheted 

6102 Woman's or girls' overcoats and similar article 

6104 Women's or girls' suits, ensembles, etc, knit 

6106 Women's or girls' blouses, etc, knitted or croc 

6108 Women's or girls' panties and similar articles, 

6115 Panty hose, tights, etc, and footwear, knitted 

843 
Men's or boy's clothing, of 

textile, knitted, croche. 

6101 Men's or boys' overcoats... and similar article 

6103 Men's or boys' suits, ensembles, etc, knitted o 

6105 Men's or boys' shirts, knitted or crocheted 

6107 Men's or boys' briefs and similar articles, knit 
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Appendix Table A2: Cointegration test for Germany 

No. of  CV SITC code of commodities 

 845 841 842 844 843 Others 

Maximal Eigenvalue test (Cm. = Computed value, Cr. = Critical value at 95% 

significance level) 

HO HA Cr. Cm. Cm. Cm. Cm. Cm. Cm. 

0 1 27.6 40.1 28.3 32.7 28.2 18.9 28.5 

≤ 1 2 21.1 19.2 16.7 19.1 17.9 16.4 17.7 

≤ 2 3 14.3 7.6 11.6 8.4 5.1 3.9 7.3 

≤ 3 4 3.8 0.01 0.05 0.01 0.8 0.03 0.02 

  Trace test(Cm. = Computed value, Cr. = Critical value at 95% significance level) 

0 1 47.9 69.3 54.6 60.2 51.9 39.4 49.5 

≤ 1 2 29.8 26.2 25.3 27.5 23.8 20.4 25.0 

≤ 2 3 15.5 7.7 11.6 8.4 5.9 3.9 7.3 

≤ 3 4 3.8 0.01 0.05 0.01 0.8 0.03 0.02 

 

 

Appendix Table A3: Cointegration test for United Kingdom 

No. of  CV SITC code of commodities 

 845 841 842 844 843 Others 

Maximal Eigenvalue test (Cm. = Computed value, Cr. = Critical value at 95% 

significance level) 

HO HA Cr. Cm. Cm. Cm. Cm. Cm. Cm. 

0 1 27.6 24.5 33.9 28.9 17.0 24.0 18.8 

≤ 1 2 21.1 20.2 11.7 13.9 16.1 11.5 10.2 

≤ 2 3 14.3 8.4 8.1 9.6 6.0 7.7 6.9 

≤ 3 4 3.8 1.6 2.8 2.2 1.2 2.9 0.9 

  Trace test(Cm. = Computed value, Cr. = Critical value at 95% significance level) 

0 1 47.9 47.6 59.5 50.7 40.3 48.2 36.8 

≤ 1 2 29.8 26.2 25.6 28.8 23.3 24.2 18.0 

≤ 2 3 15.5 15.3 13.9 14.8 7.2 12.7 7.8 

≤ 3 4 3.8 1.6 2.8 2.2 1.2 2.9 0.9 

 
 

 

 

 

 

 

 

 

 

 

 

 

 



28 

 

Appendix Table A4: Cointegration test for France  

No. of  CV SITC code of commodities 

 845 841 842 844 843 Others 

Maximal Eigenvalue test (Cm. = Computed value, Cr. = Critical value at 95% 

significance level) 

HO HA Cr. Cm. Cm. Cm. Cm. Cm. Cm. 

0 1 27.6 38.6 34.5 29.4 37.2 24.4 33.1 

≤ 1 2 21.1 14.1 18.2 17.1 11.9 10.6 18.9 

≤ 2 3 14.3 8.9 6.3 10.5 10.1 6.1 4.0 

≤ 3 4 3.8 2.0 2.14 2.6 2.4 2.6 2.7 

  Trace test(Cm. = Computed value, Cr. = Critical value at 95% significance level) 

0 1 47.9 63.7 73.1 61.7 64.7 43.7 58.8 

≤ 1 2 29.8 25.1 28.6 32.3 27.4 19.3 25.7 

≤ 2 3 15.5 11.0 10.4 15.1 14.5 8.7 6.7 

≤ 3 4 3.8 2.0 2.14 2.6 2.4 2.6 2.7 

 
 

Appendix Table A5: Cointegration test for Spain 

No. of  CV SITC code of commodities 

 845 841 842 844 843 Others 

Maximal Eigenvalue test (Cm. = Computed value, Cr. = Critical value at 95% 

significance level) 

HO HA Cr. Cm. Cm. Cm. Cm. Cm. Cm. 

0 1 27.6 49.9 49.7 50.5 38.9 14.9 38.9 

≤ 1 2 21.1 20.4 14.0 12.9 18.7 12.0 20.8 

≤ 2 3 14.3 4.8 8.7 8.5 4.7 4.6 8.4 

≤ 3 4 3.8 3.4 0.9 0.2 1.2 0.01 0.2 

  Trace test(Cm. = Computed value, Cr. = Critical value at 95% significance level) 

0 1 47.9 99.6 93.5 72.2 63.7 31.6 18.1 

≤ 1 2 29.8 29.6 23.7 21.7 24.8 16.7 12.4 

≤ 2 3 15.5 8.2 9.7 8.8 6.1 4.6 8.2 

≤ 3 4 3.8 3.4 0.9 0.2 1.2 0.01 0.2 
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Appendix Table A6: Cointegration test for Italy 

No. of  CV SITC code of commodities 

 845 841 842 844 843 Others 

Maximal Eigenvalue test (Cm. = Computed value, Cr. = Critical value at 95% 

significance level) 

HO HA Cr. Cm. Cm. Cm. Cm. Cm. Cm. 

0 1 27.6 32.6 38.6 76.8 21.7 64.4 56.6 

≤ 1 2 21.1 16.3 19.7 32.9 19.9 16.5 20.2 

≤ 2 3 14.3 7.9 4.2 5.36 5.2 8.12 6.5 

≤ 3 4 3.8 0.3 0.7 1.2 0.12 0.6 0.04 

  Trace test(Cm. = Computed value, Cr. = Critical value at 95% significance level) 

0 1 47.9 57.1 77.3 43.9 47.0 109.8 83.2 

≤ 1 2 29.8 24.5 28.6 17.6 25.3 25.3 26.6 

≤ 2 3 15.5 8.2 4.9 4.2 5.4 8.7 6.5 

≤ 3 4 3.8 0.3 0.7 1.2 0.2 0.6 0.04 

 

 

 


