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Aoy ¢ Jlaay) Asall ilally L) o cpaladl & dlain) ADle sags il paye () (Aspall) Jolall
O ABDle il Aplsa) () duhall liag LS L dleal) sl msllly adill (aye o palad) 8 4l
el U (e oysn pim A L) e 55 A sl adll o) Cus b8 sailly el (Gsull i
Clily aladiulyy . dlaa) Aaall 8l oo 55 0)00 g2 il (amje oo 5 Jolaill ana o) WS (L))
Jaasi galai®¥) gailly Wl odaill  JaY) Alysla A8l Zusdpal (2007-1997) 55l DA Gaals Jsapdie (e
ol Gy 53eS aldll g Uaill »giadl) a8y Olaii¥) aaas Agadl ana 2adiuly (Burcukiran,  2009)
saill G 2] Alsh ABe dsay W gala®Y) paill b3S Bdal) 0l JAo augie aadiuly o Jlal sl
3 Aglian) ADe dpagl Glldy (gala@®Y) gaill ) a5y o) sa L) skl oy e Il skailly gaba@y)
gy gaill ) Al sdail) (e Agatia dygine AN

saill 8 g 9o cad A0l Lailsgl) of ) Jeremy et al. (2010) Jha s 4S55aY) sasiall il Vel 45
LS 8 Al Ll 8 e g S aal) ) ga8 galiai®Y) saill (e %30 Lt Oy ¢ SSupa] gala@)
g\l 138 (3 Al Lin ol g€l A0 3 Ay 50 S8 JafyS ) g Uil Alled (ofy ¢AS35aY) 5al)
LA W Gy ) ALY L Al eyl a2

dalay ABe 3gay A il & Abdul Jalil and Feriduin (2011) ¢ JS Jeag & dulyy A
35l gy Jai d Gela 150 caund Aol ALl Jailus ) (s ¢ oabiai@Y) ey Ll bl oy Aflian] AV
oy o Ll (ol ccblein) aaa g i) ) Gl Lae o Sl @lang) cacasiall ) (Gaild) clasg) e sall (s
Ao Caggas o gaiill pllall e PU) Al Al cppals 8 Lla s el LS Lxiie e ol )l e JLAI
5oLyl Aplasie Cladla) ehals Auhall Cuagly coalaa®y) gl Géay Jld) jsdall of duhall ciyelily ¢l
2 Jeremy et al. (2002) duy 4] cibiag Lo pa dayall o2a il éty . Glusll & Il ¢ Uadll dleld
Ay ey sasid) by

tpall) e Yy Aubal) dagie
seailly Ll sl s ) A8 g cale (S8 Runrad) B Joa dfind) cilalady) cuils
(gl pailly Ll il (G el ADAY s 3 Afiay cilalad) 2D Aliag . pald JC5 5oL

s gl sl o gy S oL Ll ¢ oaliai®Y) gaill 2585 63 s I sdaill o g5 J5Y) olac)
s Aol ABe ol sailly el okl G A8 G Gl slaY) gy Lty ¢ ALl skl 358y (s
Lomaladl il
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ool sadl) e Il bl el ih

e cbline A G Galy (alaBY) sailld ¢ Jlall)shailly gola¥) saill (o JS (il 320 Clydie 2a
(paozmll) A dpmal) calsal bl 8yl ¢ el 2yal Jao lagiey o Jlaay) sl @bl 4 sl A
AL Jalgal) 038 apens e ladll oy cdiaplall )il aaay cipia¥l Gl anag ¢ iaY) JhlaaYs
e () A Jalse aladiuly ailanyl S i 2 ()8l @lpbise dlia of cpa 8 Al By Gubadll
Ll agllgal) Jare sf colaad) Jare ol el gll Jare ol ¢ atlaill ssianall 5l ¢ anal) gidl 5 cdelaall 5 ¢
4aseiar (M2) aiil) (mpe sl ¢nall 4asgins (ML) aiill (aje tlgia L iliiie sam (ulid JLall ) Lail
LY i cgail) Talga¥) i padll gilagl) o cpalall o Uaill 7 giaddl gLyl 5 ((QM) sl ans 5 ¢l
Al aas o S ga S cchaliall sai ol dladd) chlénny) aaa ol ¢ IS
Al 7 dgaiy clibal) jalaa

csal LA 0y alaidy) gl 5 2009 ale ) 1980 ale (e Aol 3yl duhall s2a cudee
sl yalial A€l cladlal) ) d8las) Al cla gilly cyYDEAY) dallaa s doadl) dubdl ciled 4
i) Slabudl s daadiadll ddee U (e olall g Uall) A sale )y o Uil (ggina) o (galaiB)
eI as 8 8gall Aalaillg il ) ks S cpal ) g ULl alal (3A0sal) A3l dmlal) Bylal) sy
axy Loy 8 Lo L) eyl 30 Al 3 el (g2 e (Jalil) Jpatl dashiie aa ae D Camy (saliaiY)
Agalaiyl plally eyl 8 5ysfinall Ay sl ) Auhall il L Y] sbady) e L) el
o spaball Ll ‘gr'mj\J\ @3Sl elilly cdalall Gl ban) 3)300 (e IS e Bpaliall 4y gially 4Gl Alally
cdsall elilly Joal) sl (5saia

Jaze ol caxdind ¢(30) clawlia) axe alis (2009 — 1980) 85l 4510l culilud) bl cile s
cpalall g Uaill 7 giaal) L) calsl) dasgiay 28 (aye aadinly (ols s gl ydl Jas 4 sl
((SPSS) zalin alatiad a3 jlast¥) dabea iy  Slas) Jalaill cillady Al Ol s G padl ol
(Kar and ) ola@y) sailly ol jsdail) s A8ad) ddyy 8 Fardiusall 2 Slailly 8l byl e laels
1 Gl zagaill pghaig daels Sl L8 Pentecost, 2000; Guryay et al., 2007 and Burcukiran, 2009

In RGDP =ag+ a; In M2/GDP + a, In CPS/GDP + a3 In TBD/GDP + €

*
3

saill 5 35eS dall aydl JAy 8 sl Jamae aadin) o cBaal) 25dl JAs 2 sl Jaxs ((RGDP)
tleay) Al il e ) st Fiags cladll (e ol i galeaiy)
tlea) il LY sl 4 sgias 28 iage A+ (M2/GDP)

* (RGDP): Stands for Real Gross Domestic Product (Per capita GDP), (M2/GDP): Ratio of Money Supply (2) over

Gross Domestic Product, (CPS/GDP): Ratio of Credit for Private Sector over Gross Domestic Product, (TBD/GDP):
Ratio of Total Bank Deposit over Gross Domestic Product.
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c ey el mll) ) Galal) ¢ Uil ~siad) L) 4w :(CPS/GDP)
cleay) sl ) ) w3lagl) 4 :(TBD/GDP)
by Jaladl)

Afliaa) Cullul dallee () =iy L) pae diiay aud dtesl) dudlall @lily of Ula Cagyaal o
@il ofs ¢ Slanyl Jolaill mils & (Spurious  Regression) «aihll jlaaiyl A G caiatl dala
s Al e il el (AL e dgie) Judls led Caeadin) Gblaadl e s Al dplanl) allasyls
oda o alailly lgihaie e Sloas) IVl mils ) Glinela¥) e Y il ey Blassl Leaily
o3a JalSi Aapy aaaty cdate 5 Judlall oda ((sS) b (re 2SEI san gl jia cuhladl) aladin) 25 Aliasdl)
.(Gujarati, 2003 and Green, 2003) 43l Judlul)
:(Stationary Test) duia}ll Judlad) L&Y Saagll Jia SLAd) -yl

Vet s gl dgleal) i) ol Le soiad 20T Al ALulud) 8 saagll s asay jlid) v
Auto S LG yels Jlaiad 3l () b ray Alulal) slgr sangll i dgag o o Jgas (0 maas RIS
fomaa Aot iy 33 Ll V) ADYs Adoleall s2gd Uadll aa Al (Serial) Lulaall Lis) ff ((Correlation)

Augmented Dickey ) sl " jlsi = S zisai lgand Gl gnall Hedly dasgl jia e (oSl Al
-(Philips — Pherron) (P-P) "cysm oald' sy «(ADF —Fuller

Ay s Aysaenall (1) af asen o) Cam clalgine B ASLs e Al Clsie maen of ) 535l il i
i Lae Bilian) dygine 5t Led ol Adsnnd) (t) asd cre 381 ¢(P-P) sy oudd i) o cdamdl g S0 sl
(lo) Wsise 3 Al e (oS o Gt ) Al Ry il (b

zema Ll and i ganll () ae Aysnall (1) Djlhars ¢ dY) 3ol 22T 2y Ahal) i HLaaY) sale) s
2 A8l e clhsndl o G arall Apad o8 n 13a5 ((%99) 5 (%90) Chs sy A (g5 ie Aysina
Glagyall Al alatinl (S Y by (1) SV daal) e dlelSia Ll g 5V @) aie 5y Leils Wlsi
eha) g Gow Le (Ao e liyg eyl s2a o (Cointegration) dlyide JwlSs agagd @iy ((OLS) (g ypall
lsd S s alasiuly Al iyt i 2805 (2) Jsaa Oras Aol csia @il Jalall L)
Bangll i HERY (P-P) gom ol lisls cJaeall

G 2 U clasl) aal 1A Lol V) o Y AapDUI shalill <l aaad 1as Alus A o) il oS0 g
DL aladin) s i) oda dae Ao Jeaalls o(Lag  Length) dcubiall i) glaliil) <ol sae agaas
Aty Ll clyaaial Aeuliall slalill 5y of bl ¢yelal Cus (VAR Lag Order Selection Criteria)
(2) shlall s a o) il )
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cegobai®Y) il e Ll Ul ek il

2 ) Jgia
Fal Clpiia LEILY Sasgll jia JLAS) i

(RGDP) agall 3il) J3) Jaugia

(P-P) o —omld JLas) ADF — Jigh (S3 Jlid) s Sual
sladly adaiay gy slaily ataiay pekaa (t) 4ad Stationary At
-4.308265 -4.091017 | -2.646558 | -1.939950 | dupwsal L evel
-3.22178%* | -2.622989** | -3.225334 | -2.625121 | danl
221.67086 1156653 | -12.79058 | -12.07896 | dugesdl | _.
3.2053%%% | -2.62512%** | -4.323979* | -3.680104* | sy | rstDifference

(M2/GDP ) alsll agghally 831 (e : piall

21386216 1.905430 | -1.386216 | -1.904530 | dugesdl L ovel
23574244 2967767 | -3574244 | -2.967767 | 4oyl

-6.200648 5709565 | -6.200648 | -5.718831 | dugesdl | _. .
4.323079% | -3.689104% | -4.323979% | -3.680104* | sy | rstDifference

(CPSIGDP) Lalal) ¢ Wl 7 siaall ey : ygiial

-2.075730 2361923 | -4.306612 | -2.361923 | dugusdl L ovel
-2.622989 12622980 | -3.2253*** | 2625121 | 4oyl

23.727765 -3.041539 | -3.665480 | -3.567462 | dugesdl | _.
3.58062°% | -2.971853** | -2.97185%* | -2.97185%* | Aaay | 'St Difference

(TBD/GDP) ghyaaall ailash - sical

0.435811 -0.882366 | 0435811 | -1.157669 | dupwsdl evel
21610011 13221728 | -1.610011 | -3.221728 | 4aual ve
-7.482031 -6.304207 | -7.139221 | -6.314963 | dugesdl | _.
-3.2053%%* 3.689104% | -4.323979% | -3.689104% | Aaay | rstDifference

%10 (s 5ima dsibas) dygina® * *

%5 sgima dis Asilas) 4y gina* *

%1 yiwa dis dyilas) dygina®

ctlaa) il i e Taldie ) Gfall) slae) (e Jsaad) 1 jaadl

:(Co-integration Test) &l idial) Jalsill Julas jLad) -Gl

:(Engle — Granger, 1987) _aia — Jadl JLad)

e s 585 of asy «(Engel and Granger, 1987)caus clpriall G @ljifie JulSi a5ay HLaaY
.(Maddala, 2001) «(Co-integration) «lyiie JulSi Lagd cpaludid) o) lasie Joiis iaSlu jlasil) Aalas
gl sine o 8iall Lyl Ayl chrial el Judld) (s JaY1 Alysha 2550530 ABalls JBlsd) )5S LaaYs
Co-integration  <lyiiall JulSill jlassl yady elldg (oyisha o il jaiha — dad) bl aladiul 2
G (Ye=o0n + P2 Xp+ & 24l Aaladd) Cras ¢(OLS) (gramall cilayall 4yl slasiuly (Regression)
z st b Aaatinaa) L) sdail) ciine a1 (XE) cgabaiy) sall a5e  adal) 3l Jao Jaa: (Y1) o
0 can (3) s ¢ lsdl sSd ADF lis) alasiad 24 ((Alsd) sl i) :(g) sl
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(3) dssad
s os8ud ADF Ll gilid
sl oS ADF Lid)

i:or(;c) ol Valggo sl tl(;:‘ﬁ Test Statistic sy
-1.386 (M2/GDP) e RGDP lasi
-1.600 -1.950 -2.658 -1.634 (CPS/GDP) . 1c RGDP jai
-1.423 (TBD/GDP) e RGDP_lasi)

cobanyl dalaill =3 e alaieV) A cphalll dlae) (e Jsaall

Lisina sgiue die baagll Jda (e ol oda S8 e g B GsSu Slal of Gl Jeaall e Jaadl
(%1) AV e vie Aol (1) dad e J8 (ADF) Ll dsndl dillaall (1) dad oY @ll3s ¢(%1)
Sl il Aaba ) cilpinall G @ljidie JalS agas iny 1385 ¢(lo) Al (e ALelSia sl pen 8 Ale g
Mgt Ja¥) gl 4015 ADle 2 i Las galaBY) saill
:(Johanson, 1995) ¢ gwilaga JLas)

GULER) (e (5S lpmiall (e Ao sane G ALl ABAY Ganil Guls Bslal (suilasn 5k
.(Maximal Eingenvalue Test) &l ,laayl - (Trace Test) Js¥) Jloa¥) — b ouiliaa)

Jualsall ilgatia (i S8 6l (1) 255 cliaY) 8 Gsilasa adiel Al aaall g s
A dgay oiry LD L clprie Aapl (e (gsting dolaill aalad) Ayl g isa of Lays el iiiall
Ao @l iide JalS ADle Jiay cilgatiall oda (e (ol sl L adl 2o bl Jalall cilgaie
4wl 23)lay (Maximal Eingenvalue Test) jlaals (Trace Test) sl elya) aivw dlas)
Aeral) A dl) iadys Al ganll el (pe ST A prunal) dal) € 1308 Aalpaal) aily (pliad A sunall
«(Trace Test) Hlodl =l cpw (4) a8 dsaadlduhall Glysie o iidie Jal apay aray AL
-(Maximal Eigenvalue Test) jlial mil cau (5) a8 Jsaalls

(4) dsaad
Johanson Co-integration Test
dupal) clpiia o (Trace Test) ¢ idal) Jalsill o puiliga La) g
(Trace Test) ¢l idal) Jalsil) Julad Ll il

x . . . Hypothesized
Prob. Critical Value | Trace Statistic Eigenvalue NO.of Co. Eq
0.0000 47.85613 75.19192 0.816295 None *
0.0549 29.79707 29.44250 0.449911 At most 1
0.1041 15.49471 13.30526 0.292532 At most 2
0.0465 3.841466 3.961552 0.136468 At most 3 *
clmny) Qs i e alae¥) b oodinldl slae) e Jsaall jaadll = % 5 = AN (gsiee die dgedall dum il () ¥
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(5) dssd

Johanson Co-integration Test
(Maximal Eingenvalue Test) didall Jalsill ¢ guilaga L) milis

(Maximal Eingenvalue Test) & idal) Jalsil) Juad HLad) gl

- Max-Eigen . Hypothesized
Prob ** Critical Value Statistic Eigenvalue NO.of Co Eq
0.0001 27.58434 45.74942 0.816295 None *
0.2169 21.13162 16.13723 0.449911 At most 1
0.2587 14.26460 0.343712 0.292532 At most 2
0.0465 3.841466 3.961552 0.136468 At most 3 *

coany! dilaill 23 e aldie W) 4 oofalldl dlae) e Jsaall @ jaadll -

Y% 5 = AV (ggiue die dpadal) duzajill jady *

JulSill (1 = 2) Cpeatie 3525 «(Maximal Eigenvalue Test) sLaals (Trace Test) jlisl zis (e sy

sl asgaally 28 (aye Tais e S5 (RGDP) ial) 35l (i Jame g o(%5) AN (s5ime i @i
c Saay) Aadll milil) Y (CPS/GDP) el g Uaill 7 iaal) (i) dpasiy ¢ Jlaa) sl ol 1) (M2/GDP)
3599 Ayl ki G e JalSS dgag e 138 ¢ JlaaY) adll il Y (TBD/GDP) alash Jaxe dasis
2l cdushall Ja) 3 ams (e Ly Lgiad 3 s Y i) o3 o (ol eclpsnall o Jal) Alsha 435 3Dl
Auhl e G il JolSall asia (f dgmg adey ABED dparall dpadll by dagill oda e
:(Error Correction Model) Wil g 7 dgai — Gl
Baaly ASjidie JLlS5 ADe dgay calkity 2 Uadll ol 73l aladiind camg Ayl i G 4D il
Sl Ayghall clyally ¢ Ja) 8 ymaill cyril (s Jagll Adyyke Uadll seemii 7 3 (pay - lyiall 238 0 JAY) e
Al jaiha ADle and SIS (JaY) dyshall Gl Y Jsasll (Adjustment) dsasll dlee oL <l iall
Lagged ) i) 55ad 3 cyuiia o Ledlgia) JNA (e &) el SLad) 2y 1 Ja¥) Alygha Agijigal) Ailal) —|
O JaY) Ak A s ABe agag) Undll s aal (1) J Aflany) dgimall i G o(Variable
L) sk Al A8l Uadll mna Ll 305 ca (6) Jsaa + il piial)

(6) A% Jox>
(VECM) Wil Qe Aadla 7 igad JLIA) il
(TBD/GDP) (CPS/GDP) (M2/GDP) (RGDP) Variable_yial)
0.298787 0.531219 0.525738 -0.876652 ECT
(0.44545) (0.12454) (0.29710) (0.15714) Std. Error
[4.711]* [ 4.265]* [ 1.769]*** [-5.578]* t-statistic
10%=1.699 5%=2.045 1% = 3,674 dglgaal) t

claa) Jiaill i e aldieY) b caaldl dlae) e Jsaal)

Il (RGDP) il 3,dll Jas Jaxal (ECT) Uadd) moma 2 duslas o (6) Jsaal DA (e Laadls

16




2015 (chin) sz —lg 35 e ) dyall dladll

asedally 28l (mye Al (ECT) Undll mepaa an Jebes oy edadpall Aliia) clyialy adiad) 2 8l) Ji Jass
52y (i 1385 ((%010) AV e o Aflian) gina pidy (Jlaal) Jad) w5l ) (M2/GDP) a5l
AT e e Al Dl J3o Janas den e sl asedalls 3 (mse g JaY) Ak ABle

(CPS/GDP) Jlaay) Asall zalill ) iy Jaxse Gl (ECT) Uadll et an s o 2 GllaS
Al il ) il gl Al (ECT) Uadll i s s ofs (% 1) AV (s 5ise die Alian) 4y ginay aidly
Or JaY) Ak A dgag e 13 o(%1) AV (55t dic Aflian) dysiea aiaiy (TBD/GDP) Jleay!
cela®Y) saill ilydine aaeay Al 258l JAa Jaee
(7) Jsan 3 LS iail) Judladl (3558 7 bl ADMad) s s 2y s Ja¥) Bjuad 45508l ABdlali— o

iad Oy (1) AN e ie dilian) dysivay aialy Uadll e aa alas o (7) dsond) DA e ey
a8 anpma ay sl 2yl J2s Jare & (i1l aae 50 87.66 o () ey 1385 (.876) (& Jalaall 12
(A) A0y 58 115 () gz linag (p3lsll (s5imna (pa apf () )il Ja Jama s i 8y8 5550 2ay pacil
el gl Y sl gl da sgiay 28 ape A e of () @l cplsl LS il ane Al (e paliill
O A Ll i) g (% 5) AN (gsiase i Baaly s Uad 358 die Aflian) dysine aidy (M2/GDP)  Jlaay)!
e 3aaly el 3% vie ddlias) dygina; aisy (TBD/GDP) Jleal) Asall silill ) alasl) Jane G yvie
Ciyelal a3 ((CPS/GDP) ) Asall il ) palall g Uil - giaal) GLaidl) A Wl (% 5) A2 (s5ise
Ja¥) & ADle dsasale JSE i 135 ((RGDP) sl 3all (A Jaxe (s 4y A8l Lygina are gl
3535 paes o(TBD) gl Janas «(M2) gl o sgialls 2l (mje (e IS5 sl 258l J20 Jare Gy sl
(CPS) alall g il 7 siaal) Gl Janay sl 3dl) Jas Jame G aeall) Ja1 3 3D

(7) a2 Jo>
Liall) Jedbad) (398 z Lk (VECM) Waildl prasual Aaia gigal JLdl gilis

t-static Standard Error D(RGDP) Error Correction
[-5.57889]* (0.15714) -0.876652 ECM t-1
[-0.97750] (0.17864) -0.174622 D(RGDP(-1))
[ 0.15423] (0.15247) 0.023515 D(RGDP(-2))
[-1.96221]*** (0.21799) -0.427735 D(M2/GDP (-1))
[-2.46613] (0.23087) -0.569357 D(M2/GDP (-2))
[ 0.96955] (0.22118) 0.214449 D(CPS/GDP (-1))
[-1.02237] (0.27915) -0.285397 D(CPS/GDP (-2))
[ 3.66336]** (0.11626) 0.425911 D(TBD/GDP (-1))
[ 2.48175] (0.13849) 0.343701 D(TBD/GDP (-2))
[ 0.07129] (0.76357) 0.054432 C
0.822333 Adj. R-squared 0.883833 R-squared
10%-=1.699 5%0=2.045 1% = 3,674 ddgandl (1)

(%10) (5 Sa @L.aaj LM*** —(%5) (Sgua dic @LAJ 3&}1:.4** —(0/0]) (S dic ML.A;‘\ a_um*
faay) Jladl il e Slie¥) b eodiald) Slae] e Jssal
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cegobai®Y) il e Ll Ul ek il

il e Co ) Al ola3) L3RI~

Sl ALSia (VAR) zasai & chsiall cuilS 13) 43 ((Engle-Granger, 1987) saibas Jail sl

A sladl 203 Jal e (VAR) z3ses g0 Giiiall (VECM) adl) masasi 358 aladind Sy 4ild (18 e

Jsaadl Ahall Slpitie G el Jal1 (3 D) (51 o Jal) dashe I ) dsmasl s s Aand
Al 4l W) skl lina ¢ adall 3all J3 Jane G L) 2D laa) il o (8) &)

(8) A Joa

¢¢¢¢¢

Aol olad) t dad slaly) 5y Jlaady) Adalaa
(M2/GDP)« RGDP [ 1.769]** 2 (M2/GDP) .= RGDP ol
RGDP «— (M2/GDP) [-2.466]** 2 RGDP _c (M2/GDP) lasil
(CPS/GDP) « RGDP [ 4.2655]* 2 (CPS/GDP) e RGDP il
(CPS/GDP) «— RGDP [-1.0223] 2 RGDP e (CPS/GDP) lasil
(TBD/GDP)« RGDP [ 3.663]** 1 (TBD/GDP) e RGDP i
RGDP«— (TBD/GDP) [ 2.481]** 2 RGDP _lc (TBD/GDP) _ja~il

claay) Jiatll 5 e sleie¥) b oodinldl dae) e Jsanl

salll & sl i e se b Jlall skl <l ydine calise 3 sl G (8) a8y dsaall e i

& bl of w2l e Uyl moaiys il aseie crua @oba®) saill Cany Sl kil (s ¢ galaiy!
Dbl Cuy abaBY1 salll o) JAT mars ¢ Il skl lpdise 4 bl s e aeld ol gaill
skl (sl 38l Jas Jaxe) golai@] sl (e 4a olad¥) AL Ay ADle llia (s ales ¢ L)
skl (e Uil sy o palad) g Uaill - sieall L) Jara cadlagll Jama camlsl) o seially 2iill (aye) )

Lgla®Y) gl ) Ll

:C.Jll'd\

O Al ol Al Auslyy M5 c ol sl e ) 8 Il el 5 Jlas 1) Al e
Lash gy ppaal) Al slal dyaniy ¢yl Ja¥ls dyshall Ja¥1 3 cgalai@¥) sailly )Y 8 Il )kl

tilaally dylal) Ll il i

aall (e s Al chatally Sadall 3l Jas Jare b il g dal) Al Glidle EDG 2y -
s eyaty Adal) 38l Jas Jase Gy alagll Janay coalall g Uaill & giaddl GLaily camlsll o sgially
5l Jas Jame 8 315l axe (e (%87.66) Gl HaT nas ((%87.66) Jalx Ly sl 4t
A b 30 22y il JaY) A damaa Sy gl

Y1 (Al aas (A Joms (s Baaly A D) 555 (st (M2) aslsl) asedalls 28l Giage o) —
il aye 3ol of i o(-427) Aallly sl JaY) 8 (M2) 2@l (mjye L3y ) LS (Jyshal
(% -427) s adall ) Ja Jame 50l ) A a5 o (S (%1) sy
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LS cashll Jad (8 sl s () oy (i sy A At 58 s (TBD) ol Jame o) —
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ABSTRACT

This study aims at investigating the impact of financial development on economic growth
in Jordan using annual time series analysis over the period of 1980 -2009.To accomplish its
objective, the study uses various econometric techniques such as the Unit Root test to test for
the stationary of time series, Co-integration test and Vector Error Correction Model to
determine the causality relationship between the variables included in the study in the long-
run and short-run.

Results of Co-Integration test suggest that there is a long-run relationship exists between
financial development and the rate of economic growth, Vector Error Correction Model
suggest that there is a short-run and long-run relationship exists between financial
development and the rate of economic growth.

The causality test suggests that any change in economic growth can explain the changes
in financial development, as well as the change in the indicators of financial development can
explain the change in economic growth in the short-run and long-run.

The study results show that there is a bilateral causal relationship between financial
development and economic growth in Jordan, so the economic liberalization, increased
foreign investment, and more financial developments in Jordan are expected to play an
important role in stimulating economic growth rates.

The study recommends the government to encourage foreign investment, facilitate entry
of foreign capital, launch economic policies to control the rate of inflation, strengthen the
policy of financial liberalization. Based on these findings, the current study recommends the
need to elaborate and adopt economic policies required to achieve monetary stability and
control inflation, because the high rate of inflation leads to a (Trade-Off) for all the positive
results in financial development. It also recommends supporting the policy of financial
liberalization for its role in increasing rates of deposits, which helps provide the capital
necessary to finance productive investment projects.
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