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The Relationship between the Government Budget Deficit
and the Current Account Deficit in Saudi Arabia:
Testing for Cointegration and Causality

HAMAD A. AL-TWAIGRI

Assistant Professor
Department of Economics
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King Saud University, Riyadh, Saudi Arabia

ABSTRACT. This study investigates the causal relationship between the government budget
deficit and the current account deficit in Saudi Arabia. The integration and cointegration
properties of the data are analysed and the model of Granger is used after adjusting it by
using the Error Correction Technique. The results show abi-directional causation between
the two deficits. Such a causation eases the work of economic policies used to cure either
deficit.
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