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AMMAN BAHRAIN MASQAT
Mean 3089.736 2002.192 7036.812
Median 2762.800 1729.515 6397.730
Maximum 4819.600 2880.790 11554.69
Minimum 2249.000 1393.920 4628.640
Std. Dev. 724.4125 549.8950 1807.550
Skewness 0.942213 0.376964 1.198092
Kurtosis 2.781375 1.480761 3.395005
Jarque-Bera 7.197720 5.752992 11.79545
Probability 0.027355 0.046288 0.002746
Sum 148307.3 96105.21 337767.0
Sum Sq. Dev. 24664355 14212071 1.54E+08
Observations 48 48 48
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Correlation Matrix

AMMAN BAHRAIN MASQAT
AMMAN 1.000000 0.868881 0.735350
BAHRAIN 0.868881 1.000000 0.753297
MASQAT 0.735350 0.753297 1.000000
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Al el (s L) il
DIFFERENCE SECOND | DIFFERENCE FIRST LEVEL sl
ADF ADF ADF < yasidll
-14.76 -7.96 2.32 Amman
-10.38 -3.65 -2.90 Bahrain
-13.03 -2.24 -3.34 Masgat
EViews ey Gilayda  jaadll
(4) a2 Joxa
Mackinnon Critical Values cuua O sSadl JLEAY dajall audl)
SECOND FIRST )
DIFFERENCE DIFFERENCE LEVEL disinsl
7.18 2.17 Z.17 ) N
-3.51 -3.51 -3.51 st oS sl
-3.19 -3.18 -3.19
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1- Mackinnon, James J., Critical Values for Cointegration Test in Long-Run Relationships:
Reading in Cointegration, Oxford University Press, 1991, pp 267-276 .
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@Llull (Masgat) Jaiss (3sas (Bahrain) goadl Gsws (AMmMan) olae (sl el BleY) jlaud (e
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Johansen Cointeqration Test

Date: 10/20M12 Time: 20:07

Sample (adjusted): 20086M03 2011M12
Included observations: 46 after adjustments
Trend assumption: Linear deterministic trend
Series: AMMAN BAHRAIN MASQAT

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo. of CE(s)  Eigenvalue Statistic Critical Value  Prob.™
Mone 0.266995 19.98366 29.79707 0.4240
At most 1 0.115324 5.695904 15.49471 0.731
At most 2 0.001290 0.059361 3.841466 0.8075

Trace test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Mo. of CE(s)  Eigenvalue Statistic Critical Value  Prob.™
Mone 0.266995 14 28775 21.13162 0.3415
At most 1 0.115324 L.63R543 1426460 0.6602
At most 2 0.001290 0.059361 3.841466 0.8075

Max-eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
*MacKinnon-Haua-Michelis (1999} pvalues

EViews aaap Cilajda 1 jaaddl *

34




geee (d}i u).\\S) denn — 2 t/(ub:\_)a) gy — 1 ¢ 38} = ‘BJ\J:)j :&:u):d\ Z\J;.d\

dariioeal) L) g Sail
DAMMANL-2 = o +B1 DBAHRAIN t-2 + B2 DMASQAT t-2 +¢t
DBAHRAIN t-2 = ¢ +1 DAMMAN t-2 + B2 DMASQAT t-2 +st.......(2)
DMASQAT t-2 = o +B1 DBAHRAIN t-2 + 2 DAMMAN t-2 +t.......(3)

DAMMANTt = o +B1 DBAHRAINt + 32 DMASQATt + B3DAMMANTt+ 4 DBAHRAIN t-1 + 5
DMASQAT t-1+ B6DAMMANLt-1+ B7DBAHRAIN t-2 + BBDMASQAT t-2 + BODAMMANTL-2+¢t

DBAHRAINt = a +f1 DBAHRAINt + 2 DMASQATt + B3ADAMMANTt+ 4 DBAHRAIN t-1 + 5
DMASQAT t-1+ B6DAMMANt-1+ B7DBAHRAIN t-2 + BSDMASQAT t-2 + B9DAMMANTt-2-+et

DMASQATt = o +B1 DBAHRAINt + 2 DMASQAT! + P3DAMMANt+ p4 DBAHRAIN t-1 + 5
DMASQAT t-1+ B6DAMMANt-1+ B7DBAHRAIN t-2 + B8DMASQAT t-2 + BODAMMANL-2 +st

1) S
el g SE G s Gles Faa)al duedl) BleY) lenl :DAMMANL-2
cellal (B 3 sie el G ol Aupeddl BUEY) lenl :DBAHRAINE-2
cellal (SB35 sie Tabese sl pedll BDleY) lend :DMASQATE-2
A(K) slaiy) il S @ v Glae daayal dujedl) DY) land :DAMMANEK
(K) elay) il S8 Gyl vie cppail) daysd Ayedl) DleY) lend :DBAHRAINEK
A(K) slaiy) il S @A vie dabise da el dupedll BleY) ] :DMASQATEK
Cumulative ) Sl 5915 ((Effect Impact) Ja¥) juad V) saas dagiall o3a PDA e galiinaig
DY) il coyelal Gra caalil) priall e Al el e JS 580 ana ajaan ) LY o(Effect
b L (6)) saadl 3 LS
gend Ayl (Bley! Hlend glias) ANy (6 dalie il (Impact Effect) Ja¥l juad il 2sas o
Ssima die Aygina i€ T-statistic of Jaadls Cum codlall cppmlly lae B g Gayaall GISHA agul
Aglas) AN 53 dobie ala) Sl aag il e G ) Abad) B il 5 oy Las (%5) AV
(962.02) 5 (70.64) F-statistic 4xd; «(%98) 5 (%83) R-squared iad cuil<y cdsarall A il
(Al e Gallal oaalls Glae ( Agud (95 (Siiue die Aygies CalS Sim

LR: (AIC: Akaike information criterion) (il cUaiy) 5y HLad¥ adl) juledl Ao aldie¥) 25 -2

-(FPE: Final prediction error) — (sequential ) - modified LR test statistic (each test at 5% level)
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ABSTRACT

This study aims to examine impact effect and cumulative effect between the three
financial markets (Amman Stock Exchange, Muscat stock Exchange and Bahrain Stock
Exchange, the study applied the following tests, unit root, and integration Joint Johansen test,
then applied the Auto Regressive Distributed model (ARDL), using monthly data for the
closing prices for the period from month 3/2008 until 12/2011, to examine the impact effect
and cumulative effect between the three markets, which is very important for the investors
when they built their portfolios in these markets.

The results show the existence of impact effect in the short —run and the cumulative
effect between Oman and Bahrain stock markets, where the effect of the Amman Stock on
Bahrain stock market is 0.98 and the impact of Bahrain on the Amman Stock Exchange is
0.585, the effect of Muscat stock market on the Bahrain stock market is 3.825, which is the
highest effect between these markets, while the effect of Bahrain on the Muscat is 0.100 and
the absence of impact and cumulative effect between Amman and Muscat stock markets, and
the presence of impact effect between those markets may due to the effectiveness of the
legislation imposed by those countries that allow greater freedom of movement of investors,
which led to the rapid response of a particular market to a changes that occur in other market,
also the existence of the cumulative effects between stock markets may due to the response of
one of the two markets to the historical events that have occurred in the other market, and this
means the possibility to take advantage of information about historical events to other markets
to make investment decisions and achieve abnormal profits.

The study recommended investors to stay away from annexation of their portfolios to
stocks from markets where there is high correlation between them.

Keyword: Auto regressive Distributive lag model, impact effect, cumulative effect, emerging
Stock markets
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