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 A B S T R A C T  A R T I C L E  I N F O 

This study investigates the impact of remittances, domestic credit, export growth, consumer 
price index, and foreign exchange reserves on economic growth. Using annual data from the 
World Bank for the period 2014–2023, this study employs a fixed-effects panel data model 
approach and performs robust checks using FGLS to ensure robust and efficient panel data 
regression analysis. Empirical results indicate that remittances, domestic credit, export growth, 
and foreign exchange reserves are positive and statistically significant contributors to economic 
growth in the ASEAN region. Specifically, the findings highlight that a developed financial system 
enhances the growth-promoting effect of remittances by efficiently channeling capital into 
productive investment. In contrast, the consumer price index was found to have no significant 
direct impact on economic growth in this model, suggesting that moderate inflation serves 
more as a factor supporting macroeconomic stability than as a primary driver of real output. 
These findings highlight the importance of policymakers facilitating formal remittance 
management and expanding credit access for micro, small, and medium enterprises to 
stimulate innovation and employment. Furthermore, the study recommends prioritizing 
export-oriented industrialization and maintaining adequate foreign exchange reserves to 
strengthen regional economic resilience to global financial volatility. 
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1. INTRODUCTION  

Economic growth plays a crucial role in shaping national development outcomes, as 
macroeconomic outcomes processes that are essential for sustainable development trajectories (Sein & 
Rehman, 2025). According to Setyowati & Khoirudin (2022) the regional growth rate serves as a primary 
metric for evaluating the efficacy of economic development strategies. Sustained national development 
is predicated on achieving high levels of economic growth. A comprehensive indicator for measuring this 
economic activity, encompassing national income and consumption across all households and economic 
units, is gross domestic product  (Sumiyana, 2020). Analyzing these growth trajectories is essential for 
grasping the broader developmental path of these nations (Cervellati et al., 2023). Indeed, economic 
growth remains a pivotal indicator of developmental success within both individual member states and 
the collective ASEAN region (Mariska et al., 2021). Maintaining openness to international trade and 
strengthening regional cooperation are crucial for ASEAN countries, as trade engagement positively 
contributes to GDP growth and economic integration (Anwar et al., 2024). 

Economic integration, catalyzed by the 2014 ASEAN Economic Community (AEC) initiative, has 
significantly driven growth in the service sectors, including finance, information technology, and tourism 
(Chowdhury et al., 2022). During this decade, ASEAN countries experienced significant changes in 
demographic structure, with an increasing number of migrant workers contributing to remittance flows. 
Over the past decade, ASEAN has also undergone substantial demographic shifts, with a rising number 
of migrant workers contributing to vital remittance flows. Furthermore, the rapid emergence of financial 
technology (fintech) has revolutionized access to credit and financial services, potentially altering the 
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interplay between remittances, financial development, and GDP. While growth was robust, the COVID-
19 pandemic caused a notable decline in GDP in 2020. These pandemic conditions restricted economic 
activity, reduced purchasing power, and increased the risk of systemic unemployment. Empirical 
evidence indicates that the COVID-19 outbreak significantly disrupted economic activity in many 
developing countries, leading to declines in GDP growth and associated labor market pressures due to 
reduced consumption and investment (Takyi, 2023). Comparative analysis reveals that Indonesia 
consistently maintains the highest GDP in the region. This dominance is attributed to its vast territory, 
which facilitates a robust industrial sector and diverse economic activities. Furthermore, Indonesia’s 
abundance of natural resources plays an important role in supporting economic growth in the ASEAN 
region (Rusiadi, 2024). Conversely, countries like Brunei Darussalam exhibit lower GDP levels relative to 
their peers. Brunei’s heavy reliance on the oil and gas sector has limited diversification into other 
industries, hindering its GDP’s competitiveness within the ASEAN framework. 

International migration is frequently analyzed using neoclassical economic frameworks that 
conceptualize migration decisions as rational choices based on expected income differentials between 
origin and destination countries, influencing labor mobility under globalization (Park et al., 2024). In this 
context, remittances sent by migrant workers serve as a critical link between international migration and 
economic growth. These flows constitute a significant income source for many ASEAN nations, directly 
influencing consumption, investment, and overall growth (Ukhtiyani & Indartono, 2020). As a vital 
component of international finance, remittances align with the Solow-Swan growth model, which posits 
that such inflows stimulate growth by facilitating investment and augmenting national savings (Meyer & 
Shera, 2017). Empirical evidence shows that migrant remittances positively affect education and health 
outcomes as part of broader economic development in developing economies, supporting their role in 
enhancing human capital and long-term growth prospects (Khan, 2025). Given that ASEAN is one of the 
largest global sources of immigrants, these remittances exert a positive impact on GDP and play a crucial 
role in shaping monetary policy, particularly within developing economies (Tangtipongkul & Khiev, 2019; 
Dhakal & Paudel, 2023). 

Financial institutions play a pivotal role in economic expansion; financial development, as reflected by 
credit availability, facilitates access to resources for both communities and businesses, thereby driving 
investment and growth. As King & Levine (1993) argued, the banking system is a fundamental driver of 
economic progress because of its role in allocating savings, fostering innovation, and funding productive 
investments. Furthermore, Bezemer (2014) the integration of novel production methods with credit 
facilities serves as a core engine of development, highlighting the critical nature of innovation. 
Consequently, entrepreneurship necessitates access to credit, typically secured through formal banking 
channels. King & Levine (1993) empirical evidence supports this, showing that credit is positively correlated 
with economic development. The strategic focus on microcredit is instrumental in enhancing financial 
inclusion, particularly by expanding access for the impoverished and supporting broader growth (Bank of 
International Settlements). When credit accessibility improves, both investment and consumption tend to 
increase, as individuals and businesses can more easily secure financing. This enhanced access allows 
populations to enjoy greater financial stability and increased life satisfaction (Purwono et al., 2020). While 
study by Ibrahim & Alagidede (2018) found that the relationship between financial development and 
economic growth is generally positive, it must be synchronized with growth in the real sector to effectively 
mitigate potential systemic risks.  

Theoretically, the role of remittances in economic growth can be explained through the approaches 
of neoclassical growth theory and financial development theory. Within the Solow-Swan framework, 
remittances function as a source of capital accumulation that augments savings and investment, thereby 
driving medium- to long-term output growth. However, financial development theory emphasizes that the 
effectiveness of remittances is highly contingent upon the sophistication of the domestic financial sector. 
An efficient financial sector acts as an intermediary, channeling these flows into productive investments via 
credit, savings, and business financing mechanisms (Giuliano & Ruiz-Arranz, 2009). International 
cooperation among ASEAN nations is further evidenced by export activities, which significantly influence 
trade by augmenting production. According to Adam Smith’s concept of absolute advantage, nations 
benefit by specializing in goods where they possess superior productivity. Under this framework, countries 
export goods they produce efficiently and import those they cannot (Salvatore, 2019). Although this theory 
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has limitations in explaining modern industrialized trade, David Ricardo’s theory of comparative advantage 
provides further clarity: international trade arises from relative productivity differences, enabling mutually 
beneficial. By producing goods at a lower relative cost than competitors, countries can specialize in large-
scale production. Increased export activities not only contribute to foreign exchange earnings but also 
significantly boost job creation (Taşdemir et al., 2023). Empirical evidence from Asian developing 
economies suggests that export activity and related trade dynamics are positively associated with 
economic growth, reflecting how export performance can stimulate output expansion through foreign 
exchange earnings, employment, and production capacity increases (Sarker, 2024). 

Assessing fluctuations in the prices of goods and services is essential for gauging inflationary trends, 
which are typically measured via the consumer price index (CPI). Mankiw (2006) stated high inflation 
instability can create significant uncertainty and erode the purchasing power of the general public. This 
dynamic is often explained by Keynesian Demand-Pull Theory, which posits that when demand exceeds 
production capacity in the short term, prices appreciate. However, in the long term, a new equilibrium is 
established as production capacity adjusts, eventually stabilizing inflation. Under certain conditions, 
inflation can actually stimulate economic growth when aligned with strategic monetary policy (Todaro & 
Smith, 2012). By increasing aggregate demand and production, inflation can boost overall economic 
activity. By increasing aggregate demand and production, inflation can boost overall economic activity. For 
instance, expansionary monetary measures, such as lowering interest rates or increasing the money supply, 
enhance loanable funds. When interest rates fall, private investment typically rises, leading to increased 
GDP and employment opportunities (Todaro & Smith, 2012). Conversely, a study by  Hidthiir et al. (2024) 
Empirical panel evidence from ASEAN-5 countries finds that inflation has a significant detrimental effect on 
economic growth, underscoring how price instability can impede economic performance across the region. 
Furthermore, foreign exchange reserves serve as vital liquid assets and a cornerstone of national economic 
prowess (Salvatore, 2019). Study by  Krušković (2023) Empirical evidence from emerging economies 
suggests that foreign exchange reserves growth is associated with higher economic growth, as shown in a 
VAR analysis of BRIC countries. 

Despite existing literature on the impact of remittances and financial development in the ASEAN 
region, most studies analyze these variables in isolation and fail to integrate them into a comprehensive 
framework that accounts for macroeconomic stability. Furthermore, cross-country studies utilizing post-
COVID-19 data that simultaneously examine remittances, credit, export growth, inflation, and foreign 
exchange reserves remain limited (Chowdhury et al., 2022; and Dhakal & Paudel, 2023). Therefore, the 
novelty of this study lies in its integrated approach, which simultaneously analyzes the roles of remittances 
and financial development (credit) on GDP while incorporating key macroeconomic variables as supporting 
factors for seven ASEAN countries during the 2014–2023 period. The primary objective of this study is to 
identify and analyze the influence of remittances, credit, export growth, the CPI, and foreign exchange 
reserves on economic growth within the ASEAN region. This article is systematically structured as follows: 
the first section presents the introduction and theoretical basis, the second section explains the study 
method, the third section discusses the empirical results and analysis, and the final section presents the 
conclusions and policy implications. 

2. RESEARCH METHODS 

2.1. Data  

This study adopts a quantitative study design, utilizing annual secondary data in numerical form for 
the period 2014–2023. The dataset is sourced from international financial institutions, specifically the 
World Development Indicator (WDI) Database from World Bank. The primary objective is to analyze the 
relationship between the endogenous variable is GDP, and several exogenous variables such as 
remittances, credit, export growth, consumer price index (CPI), and foreign exchange reserves. The scope 
of the study covers seven ASEAN member states such as Brunei Darussalam, Indonesia, Philippines, 
Thailand, Malaysia, Singapore, and Vietnam. Data analysis is performed using EViews software to 
execute panel data regression. The variables employed in this empirical analysis are detailed in Table 1 
as follow. 
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Table 1. Research Variables 

Variables Indicator  Unit Source 

GDP in natural logarithm (lnGDP) GDP (constant, 2015) USD WDI 
Remittances (lnREM) Personal remittances, received USD WDI 
Credit (lnCredit) Domestic credit provided by financial sector USD WDI 
Export growth (lnExpGrowth) Exports of goods and services (annual % growth) Percent WDI 
Consumer price index (CPI) Consumer price index (2010 = 100) Index WDI 
Foreign exchange reserves (lnFER) Total reserves (includes gold, current US$) USD WDI 

2.2. Model Specification 

This study utilizes a panel data model with a fixed effect model (FE) approach, which allows for a 
more granular analysis of inter-country and inter-temporal variations across the seven ASEAN nations 
during the period 2014–2023. The FE is particularly adept at controlling for unobserved heterogeneity, 
factors that remain constant within each country but may influence GDP, such as institutional quality, 
fiscal policy frameworks, or structural economic characteristics. Thus, the FE provides more consistent 
estimates when individual effects are correlated with the independent variables. Given the relatively 
short time dimension (𝑇 = 10) and the application of a static panel data model, panel unit root tests are 
not strictly required. According to Baltagi (2021), in short panels, FE estimation remains consistent even 
if variables exhibit limited non-stationarity. Furthermore, the use of panel data enhances statistical 
efficiency by increasing the number of observations and enabling the simultaneous capture of temporal 
dynamics and cross-country differences. To estimate the relationships, the study employs the following 
econometric model: 

 
𝑙𝑛𝐺𝐷𝑃𝑖𝑡 = 𝛽0 + 𝛽1𝑙𝑛𝑅𝐸𝑀𝑖𝑡 + 𝛽2𝑙𝑛𝐶𝑟𝑒𝑑𝑖𝑡𝑖𝑡 +𝛽3𝑙𝑛𝐸𝑥𝑝𝐺𝑟𝑜𝑤𝑡ℎ𝑖𝑡 + 𝛽4𝐶𝑃𝐼𝑖𝑡 + 𝛽5𝑙𝑛𝐹𝐸𝑅𝑖𝑡 + 𝜀𝑖𝑡 (1) 
 

Here,  𝛽0 is the constant term; 𝛽1 until 𝛽5 are the coefficient values for each independent variable; 𝑖 
denotes the country; 𝑡 signifies the time period; and 𝜀𝑖𝑡 is the error term representing variables outside 
the model. 

To capture a more comprehensive relationship between remittances, financial development, and 
economic growth, this study includes an interaction term between remittances and financial development 
(credit) in the empirical model. This approach is based on the premise that the growth-inducing impact of 
remittances is heavily contingent upon the level of financial sector development, particularly the system's 
capacity to channel these flows into productive activities (Giuliano & Ruiz-Arranz, 2009; and Chowdhury et 
al., 2022). Consequently, remittances are expected to exert a more profound effect on growth when 
supported by an advanced financial system and adequate credit access. 

To ensure the reliability of the results, the study estimates robust standard errors or employs a 
weighted feasible generalized least squares (FGLS) model. This explicitly accounts for the variance-
covariance structure of the errors by weighting observations based on the estimated error covariance 
matrix. Bai et al. (2021) stated that the FGLS estimator provides a more efficient alternative to OLS in the 
presence of heteroscedasticity, autocorrelation, and cross-unit correlation, thereby increasing the precision 
of the statistical inferences. 

3. RESULTS AND DISCUSSION 

3.1. Result 

Descriptive statistics provide a comprehensive overview of the characteristics of the research 
objects through the analysis of sample or population data. This statistical summary encompasses 
measures of central tendency, such as the mean and median, alongside measures of dispersion and 
distribution, including standard deviation, maximum and minimum values, kurtosis, and skewness. 
The summary results for the variables used in this study are presented in Table 2 as follows. 
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Table 2. Results of Descriptive Statistics  

Variables Obs. Mean Min Max Std. Deviation 

lnGDP 70 11.429 10.056 12.137 0.560 
lnREM 70 9.166 5.819 10.592 1.446 
lnCredit 70 13.145 9.629 16.101 2.042 
lnExpGrowth 70 1.765 1.238 2.238 0.292 
CPI 70 2.179 -1.260 6.390 1.980 
lnFER 70 10.893 9.527 11.628 0.581 

 
The descriptive statistics in Table 2 reveal that the GDP variable, consisting of 70 observations, has a 

mean value of 11.429 and a standard deviation of 0.560. Notably, Indonesia recorded the highest GDP in 
2023, reaching USD.27.946 billion, while Brunei Darussalam recorded the lowest in 2016 at USD.23.156 
billion. Regarding remittances, the Philippines reached a peak of USD.39.096 billion in 2023, whereas 
Brunei Darussalam recorded the minimum of USD.660,300 in 2015. The remittance variable maintains a 
mean of 9.166 with a standard deviation of 1.446 across 70 observations. Additionally, the credit variable 
exhibits significant heterogeneity, as evidenced by a mean value of 13.145, which is notably higher than its 
standard deviation of 2.042. Vietnam recorded the highest credit volume at USD.12.634 billion in 2023, 
while Brunei Darussalam registered the lowest at USD.4.259 billion in 2022. In terms of export growth, the 
highest rate was observed in Singapore in 2014 at 9.862%, while the lowest was recorded in Indonesia in 
2020 at 7.457%, coinciding with the pandemic-induced global slowdown. This variable has a mean of 1.765 
and a standard deviation of 0.292. The CPI shows a mean of 2.179 and a standard deviation of 1.980. 
Indonesia experienced the highest CPI of 6.390 in 2014, while Brunei Darussalam recorded the lowest rate 
of -1.260 in 2017. Finally, foreign exchange reserves averaged 10.893 with a standard deviation of 0.581. 
Singapore held the highest reserves in 2021, totaling USD.26.775 billion, while Brunei Darussalam 
maintained the lowest reserves in the same year at USD.21.937 billion. 
 
Table 3. Results of Pair-Wise Correlation  

Variables 𝐥𝐧𝐑𝐄𝐌 𝐥𝐧𝐂𝐫𝐞𝐝𝐢𝐭 𝐥𝐧𝐄𝐱𝐩𝐆𝐫𝐨𝐰𝐭 𝐂𝐏𝐈 𝐥𝐧𝐅𝐄𝐑 

lnREM 1.000 - - - - 
lnCredit 0.796 1.000 - - - 

lnExpGrowth -0.342 -0.371 1.000 - - 
CPI 0.434 0.445 -0.314 1.000 - 

lnFER 0.746 0.468 0.134 0.086 1.000 

 
Table 3 report the pair-wise correlation was conducted to detect potential multicollinearity issues 

between independent variables. The correlation coefficients between all independent variables are 
below the threshold of 0.85. This indicates the absence of significant multicollinearity, suggesting that 
each independent variable provides distinct information to the model. 

To determine the most appropriate model for this dataset, several diagnostic tests were conducted, 
including the Chow test and the Hausman test (Baltagi, 2021). The results of the panel data model selection 
test, it can be concluded that the FE model is the most appropriate estimation model used in this study. 
The Chow test results show a cross-section chi-square p-value of 0.000 which is smaller than the 5% 
significance level, thus rejecting the null hypothesis and indicating that the pooled OLS model is not 
appropriate, and the FE model is better able to capture differences in characteristics between ASEAN 
countries. Furthermore, the Hausman test results also strengthen these findings with a p-value of 0.000, 
which indicates that the random effect estimation is inconsistent due to the correlation between individual 
effects and independent variables in the model. Thus, the use of the FE model is considered most 
appropriate because it is able to control unobserved heterogeneity that is time-invariant, such as 
differences in economic structure, institutions, and policies between ASEAN countries, thus producing 
more consistent and reliable estimates in analyzing the influence of remittances, financial development, 
and macroeconomic variables on economic growth.  

To assess the homoscedasticity of the residuals, the Glejser test was performed. The Glejser test results 
indicate that the probability values for all independent variables exceed the 0.05 significance threshold (Table 
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4). Consequently, it can be concluded that the model does not suffer from heteroscedasticity issues. 
Additionally, the Jarque-Bera test was employed to assess the normality of the residual data distribution. 
As shown in Table 4, the Jarque-Bera test yielded a probability value of 0.150. Since this value exceeds 
the 0.05 significance level, it confirms that the residuals follow a normal distribution. Table 4 also report 
the Pesaran CD test was utilized to determine whether residuals are independent across the different 
countries in the panel. The Pesaran CD statistic of 0.597, coupled with a p-value of 0.550, suggests that 
the null hypothesis of cross-sectional independence cannot be rejected. This indicates that the residuals 
between countries are independent. 

 
Table 4. Result of Empirical Model Estimation  

Dependent Variable: 𝑙𝑛𝐺𝐷𝑃    

Variables 
FE  FGLS 
(1)  (2) 

Constant 3.175*** 
(0.582) 

 3.326*** 
(0.387) 

lnREM 0.274*** 
(0.095) 

 0.293*** 
(0.071) 

lnCredit 0.319*** 
(0.051) 

 0.322*** 
(0.037) 

lnExpGrowth 0.290*** 
(0.090) 

 0.198*** 
(0.076) 

CPI 0.001 
(0.002) 

 -0.001 
(0.002) 

lnFER 0.095 
(0.060) 

 0.076*** 
(0.036) 

F-Statistic 23.407  14.866 
Prob.(F-Stat) 0.000  0.000 
R2 0.997  0.996 
Selected method     
Chow test 25.960***   
Hausman test 52.549***   

Diagnostic test X2  p-value 
Jarque-Bera 3.791  0.150 
Glejser  0.156  0.698 
Pesaran CD   0.597  0.550 

Note: ***indicate the level of statistical significance at 1% 

 
The results reveal a constant value of 3.175, implying that economic growth remains at this level 

when all other factors are held constant. The findings in the FE model indicate that the variables of 
remittances, credit, and export growth show a significant positive influence on economic growth in 
ASEAN-7 countries. Specifically, a 1% increase in remittances will increase economic growth by 0.274%, 
followed by a 1% increase in credit will increase economic growth by 0.319%, and also a 1% increase in 
export growth will increase economic growth by 0.290%. In contrast, CPI and foreign exchange reserves 
do not significantly affect economic growth in this model. The F statistic of 23.407 (p=0.000) confirms 
that exogenous variables collectively have a significant impact on economic growth. The R2 value of 0.997 
indicates that 99.7% of GDP variance is explained by the model.  

To address potential issues of heteroscedasticity and autocorrelation that may remain in a standard 
panel model, this study employs the feasible generalized least squares (FGLS) approach. This method 
provides more efficient and reliable estimates by explicitly adjusting for the variance-covariance 
structure of the errors as in the findings presented in Table 4. The robust check using FGLS shows that 
the constant value is positive and significant, indicating that when all exogenous variables are held 
constant (ceteris paribus), the baseline GDP still grows by 3.326%. Based on this robust FGLS estimate, 
four variables, namely remittances, credit, export growth, and foreign exchange reserves, have positive 
and significant signs on economic growth. This implies that when remittances increase by 1%, economic 
growth will increase by 0.293%, while credit shows the strongest impact, with a 1% increase in credit 
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from financial institutions increasing economic growth by 0.322%. Export growth and foreign exchange 
reserves are also significant positive contributors, implying that a 1% increase in export growth and 
foreign exchange reserves will increase economic growth by 0.198% and 0.076%, respectively. In 
contrast, the CPI remains statistically insignificant, indicating that inflation does not have a direct impact 
on economic growth in the model and the study period. The model is collectively confirmed by an F 
statistic of 14.866 (p=0.000), which confirms that exogenous variables collectively influence economic 
growth in the seven ASEAN countries. The R2 value of 0.996 indicates that 99.6% of the GDP variation is 
explained by this research model, leaving only 0.04% explained by factors outside the scope of the study. 
The choice of the FGLS approach is justified by its ability to account for inhomogeneous and correlated 
error structures, which enhances the validity of the test statistic relative to the unadjusted FE method. 
Consequently, these findings provide a more rigorous basis for analyzing the interactions between 
financial inflows, domestic credit, and macroeconomic stability in the ASEAN-7 region. 

3.2. Discussion 

Remittances exert a positive and significant impact on economic growth across the seven ASEAN 
countries studied. This finding aligns with the study by Meyer & Shera (2017), which demonstrated that 
remittances significantly bolster economic growth in high-remittance countries, such as Albania, 
Macedonia, Romania, and Bosnia-Herzegovina, using panel data analysis. Remittances represent capital 
transfers from migrant workers employed abroad to their home countries (Dhakal & Paudel, 2023). For 
instance, Filipino migrant workers in the United States, Saudi Arabia, and Singapore remit a significant 
portion of their earnings, which directly increases the home country's foreign exchange inflows. As 
remittance volumes grow, the disposable income of recipient households increases, enabling them to 
finance essential services such as education and healthcare or to develop small-scale businesses. This 
transition not only enhances the quality of life and reduces poverty but also improves the long-term quality 
of human capital. While the impact of remittances is partly determined by household consumption 
patterns, empirical evidence suggests that a portion of these funds is saved and invested, thereby 
contributing to long-term economic expansion (Makun, 2018). Furthermore, remittances enhance capital 
allocation, promote financial development, and serve as a stabilizing force for monetary policy in 
developing economies (Tangtipongkul & Khiev, 2019; and Giuliano & Ruiz-arranz, 2009). In economies with 
limited industrial diversification, remittances function as a crucial alternative source of foreign exchange 
and stimulate domestic demand through multiplier effects. By strengthening the balance of payments and 
increasing liquidity within the financial system, these inflows facilitate credit expansion and productive 
capital formation (Tangtipongkul & Khiev, 2019; and Giuliano & Ruiz-arranz, 2009). Consequently, 
remittances are more than mere short-term transfers; they act as strategic instruments for financial 
deepening and long-term economic resilience. In accordance with Williams (2024) also found empirical 
evidence indicates that remittance inflows significantly enhance education and health outcomes and 
support long-term economic growth by improving household welfare and human capital development. 

Domestic credit, serving as a proxy for financial development, has a positive and significant effect on 
GDP in the seven ASEAN countries. This result supports the findings of Millah & Wibowo (2021), whose 
panel study indicated a positive correlation between financial development and economic growth in four 
ASEAN member states. Theoretically, the credit channeled by financial institutions to both the private and 
public sectors stimulates growth by fostering entrepreneurship and investment. Facilitating access to credit 
allows individuals and businesses to secure the funds necessary for consumption, business expansion, and 
capital investment. When credit accessibility improves, the resulting increase in investment and 
consumption drives aggregate demand. Easy access to finance enables populations to enjoy greater 
financial stability and an improved quality of life (Purwono et al., 2020). Furthermore, a study by Sipahutar 
(2018), as bank credit expands, it spurs the development of the real sector and increases the operational 
scale of local businesses. Prochniak & Wasiak (2017) in the short term, credit-led investment increases 
national output, while in the long term, it augments the stock of physical capital and stimulates sustained 
demand. This is consistent with a study by Irzam & Setyari (2020), which identified bank credit as a primary 
driver of domestic product growth in Indonesia. The strong and significant relationship between credit and 
economic growth also indicates that the efficiency and depth of the financial system play a crucial role in 
channeling funds toward productive sectors. In ASEAN economies, the expansion of credit availability not 
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only supports capital accumulation but also enhances financial inclusion by enabling micro, small, and 
medium enterprises (MSMEs) to access financing that stimulates innovation and job creation. Moreover, 
well-developed credit markets can improve the transmission of monetary policy, thereby amplifying the 
effectiveness of fiscal and monetary coordination in promoting sustainable economic growth. However, 
this positive linkage also depends on the soundness of credit allocation; excessive or poorly targeted 
lending may lead to inefficiencies or financial instability. Therefore, strengthening financial regulation and 
ensuring that credit flows into productive investments are essential for maintaining the long-term growth 
benefits of financial development across ASEAN countries. 

Export growth exerts a significant positive influence on GDP, reflecting the vital role of international 
trade in the region. Exports involve the outflow of domestic products to international markets, a process 
governed by state-regulated procedures intended to generate national profit. Since exported goods are 
typically sold at higher prices abroad than in domestic markets, they provide substantial incentives for 
producers and significantly increase a nation's foreign exchange earnings. These findings align with the 
"Export-Led Growth Hypothesis," which suggests that expanding exports increases foreign demand for 
domestic goods and services, expands production capacity, and facilitates capital accumulation. Recent 
empirical evidence indicates that export activity has a significant positive effect on economic growth across 
several ASEAN economies, with panel data analysis showing that exports contribute positively to GDP in 
the region (Anwar et al., 2024). By generating foreign exchange and fostering a trade surplus, export growth 
strengthens the overall financial resources of the government and bolsters long-term economic 
development (Suripto et al., 2025). 

The analysis indicates that the consumer price index does not have a statistically significant effect on 
economic growth in the seven ASEAN countries studied. This suggests that consumer price fluctuations 
alone are insufficient to explain variations in real economic output when other macroeconomic factors are 
considered. Study by Maulana & Suprapti (2025) research also states that inflation, as measured by the CPI, 
does not show a statistically significant effect on GDP growth, indicating that consumer price fluctuations 
are not strong enough to explain variations in real output when controlled by other macro factors in a panel 
model. Although inflation can theoretically have an effect, its impact is often insignificant in panel GDP 
regressions. This result is consistent with the findings of Pappas & Boukas (2025), argued that dominant 
factors such as investment, consumption, and structural policies often overshadow the influence of 
inflation in multivariate panel models. The insignificance of the CPI may also reflect that temporary price 
movements, often driven by global commodity price volatility, do not necessarily alter the fundamental 
productive capacity of a domestic economy. Consequently, while inflation can theoretically impact growth, 
recent empirical evidence from the ASEAN region suggests that technology, capital, and labor play a far 
more decisive role in determining long-term GDP movements than the CPI alone. 

Foreign exchange reserves have a positive and significant impact on GDP, serving as a cornerstone of 
economic stability and national strength. These liquid assets are essential for facilitating international 
transactions, stabilizing the domestic currency, and maintaining a healthy balance of payments. These 
results are consistent with a study by Saraan et al. (2023), highlighting that adequate reserves bolster 
investor confidence and encourage long-term economic expansion through increased foreign capital 
inflows. A country’s foreign exchange reserves are very important in facilitating international trade 
transactions such as exports, imports, and capital flows because they provide the foreign currency liquidity 
necessary to settle external transactions and buffer economic shocks (Thabana & Fasanya, 2024). High 
foreign exchange reserves can increase a country's capacity to conduct international transactions and 
contribute to strengthening the domestic currency's value (Saadaoui, 2024). The level of foreign exchange 
reserves is an important indicator of economic stability and strength, acting as a buffer that helps stabilize 
exchange rates and absorb external shocks in turbulent economic conditions (Saadaoui, 2024). Adequate 
foreign exchange reserves can strengthen economic stability, reduce exchange rate volatility, and signal 
macroeconomic resilience to international investors, thereby enhancing investor confidence and 
supporting cross-border capital flows, including foreign direct and portfolio investment (Peng et al., 2024). 
A stable exchange rate can increase foreign direct investment as investors are more confident in predicting 
their returns. For the government's perspective, it can also be useful to conduct a more flexible monetary 
policy. Khan et al. (2015) discovered a significant positive relationship between foreign exchange reserves 
and economic growth in Pakistan. In trade-dependent nations like those in ASEAN, foreign exchange 
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reserves act as a vital liquidity buffer against global financial turbulence. By mitigating capital flight and 
stabilizing exchange rates, these reserves reduce the country risk premium and the cost of foreign 
borrowing. This stability creates a favorable environment for sustainable capital inflows and allows for 
more flexible monetary policy, ultimately reinforcing the resilience of ASEAN economies against global 
uncertainty. Beyond their function as a liquidity buffer, foreign exchange reserves serve as a vital 
macroeconomic instrument that underpins financial stability and encourages sustainable investment. 

4. CONCLUSIONS  

This study analyzed the impact of remittances, credit domestic, the export growth, the consumer 
price index, and foreign exchange reserves on the economic growth of seven ASEAN countries (Brunei 
Darussalam, Indonesia, Philippines, Thailand, Malaysia, Singapore, and Vietnam) over the period 2014–
2023. Utilizing a robust panel data regression framework, specifically the feasible generalized least 
squares, the empirical results indicate that remittances, domestic credit, export growth, and foreign 
exchange reserves exert a positive and statistically significant influence on economic growth within the 
region. Conversely, the consumer price index was found to have no significant effect on economic 
growth, suggesting that moderate price fluctuations do not directly drive real output variations in these 
economies when other macroeconomic factors are controlled. The positive significance of remittances 
underscores their role as a vital source of international finance that bolsters household income and 
facilitates human capital investment. Similarly, the significant impact of credit confirms that financial 
development, through the efficient allocation of savings to productive sectors, is a fundamental engine 
of ASEAN’s economic expansion. Furthermore, the findings regarding export growth and foreign 
exchange reserves highlight the critical importance of trade-led growth and macroeconomic stability in 
maintaining regional economic resilience. 

Several policy recommendations are proposed to foster sustainable economic growth in the ASEAN 
region: (1) Prioritize export-oriented strategies by providing trade incentives, strengthening logistics 
infrastructure, and promoting export-oriented industrialization to increase competitiveness and expand 
access to international markets; (2) increasing financial inclusion and access to credit through 
strengthening financial regulations is crucial to ensure that credit flows are directed towards productive 
investments and not speculative activities, thereby maintaining long-term financial stability; (3) utilizing 
remittances for development by implementing policies that encourage the formal distribution of 
remittances and provide incentives to recipient households to allocate these funds to strategic sectors 
such as education, health, and small business development; (4) maintaining strong foreign exchange 
reserves to protect against global financial turmoil, the central bank must continue to hold adequate 
reserves to stabilize the exchange rate and increase investor confidence; and (5) focusing on 
macroeconomic stability, because the CPI plays a role more as a factor supporting stability than a direct 
driver of growth, inflation control must aim to maintain purchasing power without hampering 
production capacity or investment activities. 
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