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Abstract:

This research aims to answer the following question: "'Is there a turning
point in the relationship between domestic saving and domestic investment
over time?". So, we test the hypothesis: “The relationship between
domestic saving and domestic investment is represented in a positive
(negative) relationship in the first stage, and then this relationship turns
into an inverse (positive) in the second stage. The research sample was
applied to 6 out of 7 countries, called the seven lucky economies. The
applied framework employs time-series data from 1970-2020, using the
OLS method. The study uses the applied approach. Moreover, the study
uses domestic investment percent of GDP as a dependent variable, with a
lag time of one year. The results showed that there is a turning point in the
relationship between saving and investment in a form of an inverse U
shape in the case of Colombia, Malaysia, and Mexico. On the other hand,
there is a turning point in the relationship between saving and investment
in the form of a U shape in the case of India, and Indonesia. Hence, the
optimal levels of savings in Colombia, Malaysia, and Mexico are 19.8%,
31.21%, and 23.22% respectively. On the other hand, the minimum levels
of savings in India, and Indonesia are 8.33%, and 18.62% respectively.
Finally, the transformation of the relationship between the two variables
has not been proven in the case of Kenya.

Key Words: Domestic saving, Domestic investment, Feldstein-
Horioka puzzle
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