
 

 

 

 

 



 

 



 

 

 



 



Review report on “Analysis of Twin Deficits Hypothesis in Indonesia and Its Impact on 

Financial Crisis”: 

 

  

The paper analyzes the twin deficits hypothesis (association between current account deficit 

and budget deficit) and its impact in the context of the debt crisis in Indonesia. The paper is 

well written, organized and systematic. It provides the required theoretical background.  The 

literature review is also very nicely thematically arranged in the introduction section.  

 

The following are some minor suggestions which can lead to further improvement in the paper: 

 

First, the research question and objective of the paper should be clearly stated rather than 

mixing it on different paragraphs. One small paragraph can be added in the Introduction 

section. 

 

Second, more tests of structural breaks can be done. Though cusum and cusum square give 

nice visual representation of structural change in a series but the significance level is not 

available. Though in this paper cusum test is used to check stability of the model still some 

other tests like Chow test can be carried out to get more accurate result on non existence of 

structural change. 

 

Third, the readers would like to know the justification for time period used in the analysis. The 

data used for the twin deficits hypothesis is 2004q1-2017q4 whereas the debt crisis is 1981-

2017. Is it because of lack of availability of data for a longer period for the twin deficit? In that 

case it is better to use the data of debt crisis for the same span of time as the objective of the 

paper is to examine the twin deficit hypothesis in the context of financial crisis in Indonesia.   

  



 

The paper “Analysis of Twin Deficits Hypothesis in Indonesia and Its Impact on Financial 

Crisis” examines the relationship between current account deficit and budget deficit (the twin 

deficits hypothesis) and its impact in the context of the debt crisis in Indonesia. The paper is 

well written, organized and systematic and adopts appropriate time series techniques to address 

the research issue. The paper can be accepted for publication after incorporating the minor 

suggestions provided in the report to author.   
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