SAJEMS Review Report #136

Title: “Measuring the Impact of Trade Finance on Country Trade Flows: A South African Perspective”
Suggested revisions:
1. Title & Objectives 
From the title it appears that the author(s) are “measuring the impact of trade finance on country EXPORT flows” and NOT “TRADE flows” as indicated in existing title since no IMPORT equation is estimated in the paper. Thus the title and objectives need to be revised accordingly. Alternately, the estimation of an IMPORT EQUATION is recommended.
We have decided against including imports in the present analysis given the explorative nature of the research paper. To address the reviewer’s criticism we have changed the title of the paper to refer to EXPORTS ONLY and have justified this with commentary in the introduction to the paper (see pp. 2&3).  We intend to take the research further in the future by focusing on firm specific data and possibly including imports into the analysis!!
2. Theoretical Review

Overview of literature review section can be shortened. We have decided against shortening the literature overview given the risks associated with losing the research problem’s contextualization. Furthermore, we felt that a longer overview of the area of research of our paper was justified given the dearth of international literature on the subject itself. However, author(s) should provide a meaningful explanation of types of trade (short-term) financing. This has been done on pp. 6/7!
3. Econometric methodology
· The econometric specification of the model(s) is not clearly defined. The choice or appropriateness of the pooled regression with country effects is not adequately justified. A section has been added to address this concern!!
· A brief discussion on why certain important variables in the equation were excluded such as world real GDP, relative export price, etc. In addition, the exclusion of the import equation and important explanatory variables. This has been taken care of!!
· It is surprising that nominal values are used instead of real variables. For eg. the nominal exchange rate is used instead of the real effective exchange rate which is more appropriate? Why use both nominal interest rate as well as real interest rate? Chor & Manova use nominal rates in their estimations, our study additionally incorporates real rates as a check of the models robustness!!
· I suggest the author(s) provide descriptive statistics of the variables included in the regression analysis, univariate characteristics (unit root tests), etc. In addition there are no diagnostic tests reported for normality, autocorrelation, heteroskedasticity, endogeneity, misspecification etc. It is advisable to do.  These have been included in the revised version of the paper!!
· Reduce the number of regression equations and focus for eg. 2 main equations according to the objectives of the study instead of the existing 9/10 equations (of which additional variables are added thereby increasing the number of equations – this does not really add value to the paper – too many equations). The paper refers to model A (p12 para 2 line 10). Is there a model B or alternative? Agreed, the number of equations has been reduced to two as per the reviewer’s suggestion and the reference to Model A which was supposed to read equation 1 removed!!
· List the countries that make up the final sample of 17 countries used in the regression model. What is their combined contribution to SA’s trade? Are they net exporters/importers relative to SA? Footnote added on pp.17 to identify the actual sample of 17 top export destinations included in the regression model!
· The Adjusted R2 of between 0.2–0.29 is relatively low which is an indication of that potentially important explanatory variables may have been left out or there is a possibility of misspecification of the regression model. We do acknowledge this and make a comprehensive comment relating to the omission of certain explanatory variables such as world GDP and export prices in the introduction to the paper.  Furthermore we realise that in our attempt to isolate and to some extent simplify the analysis of the impact of trade finance on SA’s export flows through employing the Chor & Manova (2009) methodology, our regression model similarly risks being under-specified. As indicated earlier, we do intend to take this research further in future work which will definitely address these and other limitations!!   
4. References
Inconsistent referencing used in text, especially the use of ‘&’; ‘and’ between two authors. Use only one style – be consistent.
In reference list Mboweni (2008) is listed whilst in text Mboweni (2010) is written?
Amiti & Weinstein (2009) and Iacovone & Zavacka (2009) appears in text but not in reference list.

Korinek et al (2009) should be written in full in text the first time it is used. 

PLEASE CHECK REFERENCES…All omitted references have been added and inconsistencies addressed!
5. Decision

Publishable, but not its current form.  Hopefully, the changes effected will address the reviewer’s reservations regarding publication!!
