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“Impact of the Palestinian Banking System on

the Economic Stability Variables: An Econo-

metric Study Applied During the Period of
1994- 2014”

Abstract:

The aim of this research is to analyze the
impact of the Palestinian banking system on the
economic stability variables during the period of
(1994- 2014) . To achieve this goal both evaluation
of the banking system in Palestine and the banking
variables have been conducted, depending on the
econometric techniques. A model of three equations
was built to testify the research hypotheses. Many
empirical results were found, but the most important
ones are: (1) The Palestinian banking system was
able to impose itself and has the ability to affect
the economic stability variables in a positive way.
(2) Variables such as volume of credit granted by
the commercial banks, banking density, the ratio
of deposits to the current (GDP) had all a positive
impact on the economic stability in which the
elasticity of these variables was estimated as (0.48%
, 0.34%, 0. 56%) respectively. (4)

The results proved that the existence of a
significant statistical relationship at 5% level
between variables such as, growth of the money
supply, volume of credit, number of banks and
branches, financial depth and inflation. (5) Results
showed that there is an inverse relationship between
both money supply and the financial depth and the
rate of unemployment by which these variables are
capable of reducing the rate of unemployment by-
0.20% and- 0.26% respectively.

Accordingly, a number of recommendations
were proposed in the interest of achieving economic
stability through the banking system in Palestine.

Kew Words: Palestinian Banking System,
Economic Stability
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DEN -5.02 | -5.86 2 5%%*
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_ R %
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Gl bl 1 T 30l su3s Lkl pudiyy ¢ Rudall
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2 b | AcBling bk 5
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pany caats Loyl Judladl oLy abas o Ly
UL Ll JLaal chhal @osnall oo Ol oYl
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(5) a2 gl
i) ) i) LA il

Variable Tc Tt | No of Lag | Stationary Level

GDP -1.78 | -2.31 1 5%*
INF -0.192 | -2.24 1 5%*
UEMT -1.94 | -2.14 1 5%*
D/ CGDP | -0.047 | -2.97 1 5%*
DM, 0.385 | -3.85 1 5%*
DEN -032 [ -0.87 1 5%*
GM2 -0.207 | -4.15 1 5%*
CRDT -3.15 | -4.12 1 5%*
NBs -3.45 | -3.67 1 5%*
DEP -1.62 | -2.12 1 5%*

Variable Tc Tt | No of Lag | Stationary Level

GDP -0.006 | -3.85 2 5%*
INF -0.353 | -2.24 2 5%%*
UEMT | -0.279 | -4.15 2 5%*
D/ CGDP | -0.281 | -2.97 2 5%*
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(6) a2 Jgaad
(GDP) (adall Maa¥) Aaall gl o B paall Slgall & it i
Variables Valuef T Statistics Sig Collinearity Statistics
Constant 2369.05 10.73 0.000%%* Tolerance VIF
CRDT 0.487 6.920 0.000%* 0.156 6.406
DEN 0.342 5.738 0.000%* 0.122 8.195
D/ CGDP 0.564 4.839 0.000%* 0.425 2.351
F- Statistics 23.413 0.000%*
R2=0983 | R og | r=0991 D.W =1.609

et Ll JMoall e (4.8 5 5.7) wily 31l (D/ CGDP)
Ko Lo 190 L sine (5 50 wic Ly gine Lslan] TMe y5ay
i plagll g Lo yanall LUK oo JSI alag ¥ 5Y)
Slaadl Jadl U 5 gasill Jlaad! sl m5Ul oo
SIS g HLatin ¥ 5 a3 siall Laa iU UMa o Ra3all
NERP R B G

A Joy w8y L3l ol,LaaYl pes, Lady
UL sla <55 Loyl siay (DW = 1.6) & guabsly (a5
Jolas dayd OLs liSy il pluall 315l LU, ¥ ASEs (o
J31 Lpasan ,L3a Yl o3l Qgn“:«_\:q:m,n ol yaiiall (VIF)
saaiall sl LUy, ¥ A (e slas 4 JUIL, 10 e
2, Uabaally polall Hugall £ 3gaill milan, 2830 35ay Las
J<(h

saill Jass a7 isaill Lasagiol 30l ol pasdl Ll
Lge s sy ylmall sue s gl sl slinay aBill (2520 (g il
oy s JLall Ganlly catill a0 (M aslasll el s
ol @I 3 Aslan ! Llsiae ¥ oluiidl sia i
0250 O 0sS M eld (s3a By oty (3 Badall Jlaa )
Al Lolpuadl GUsS L a8 1 ol ppatall (o g aiill
Cray 4 aSaT3 Y Liglaalall wiill dlabe (S Liglalall
2 Lk s 5aé o any sLati Y Jalasy Lok il Alaall LLut
iy« Saso¥l ¥ gally LShadl JSaidly S, ¥1 Ll
il Ll 1 Sy aa Il Gandl I eIl JLa)
Cophll L Jladl By AaiCa 52 JI35 Lo Aiebalsl
sy obalall caiaall Ly yar 3l Lpalais¥iy Lol
o OSar i Al Lo Ll LIMEL 3 53355 il Lyl
Liphalall Y 5 alatd¥l Lan Y] 3adad LIda

ARAUl (& Sl & psall jleall ol pdia 5.2

Luwlailly Lslandl @l Gan (7) a3, Jyaad!
Lolally igaddl o (2) a3, Uobaal oljpaisy Lol
paatll 5 Sl 5l sl ol uaie S aaat,y
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o AaTall eluidl o ey alls (R2) (0.98) wpassl
o 98% aips Lo yauis e 5,008 gigaill 3 st
Slaadl adll @lll) ol suidl 3 Jolall sl
Boie b iy 5udtll 1ia cye L yds 290 Lais ol « (uiall
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Sheall lhuiie Gu Llle LS, 353 Jass wuadll Jolaal
LU, Y1 Jelas Laxd caly 3 ogoleats¥I 0¥y 8 anall
-(r) (0.99)

(23.4) Lailaa ¥l (F) Lo il ais 58] L Gy
@@l 5ya Lo 1% Lgians gsius wie Lileaa| Uiy il<,
a3 LaSoaniall Hlasi¥l ol 5085 7 lad cady g oIS £ 3 sailly
paa o UK e Y1 S5V saaiall jlaas ¥l Lalas ol jais
asa Ly « (DEN) Ly yunall LLSIly « (CRDT) gLaisyl
sle (D/ CGDP) guiill Jlaa ¥l ol Uil ) aslall
paa Lalas Bayd il adh Bydall Jlaadl Al mlll
19 Jlaiay o Lais¥l aas 305 o ims Lo (0.487) o Lasyl
0.48% laiay Jaadl Jadll Ul 3005 ) 505 e
ssas ot Lo (6.9) HLais¥l anal 1y guun ol (T) dad 1S
Sl ana 0uy 190 Lsins (sstue vie Lyilian] 18)le
5L cOabanals 5 Laladl Lo, Lot 6y Laall Ja3 (o - shaall
50l ad Llatiw ¥l e Gllall 3005 e Jans LSyl aaa
fdd 5o¥ls. bl slatsyl 3 I sllly IS
Bl pan dudy Lspaall LUK Go S Jle Bubaiy
30l of ESlall ey 3f «gami) Jlaa ) ol U )
S 0L M sa35 saaly Lsie Ly Lydpaall LUK
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ol 3l o gaiill Jlaa ¥l ol mUI o LS ailall
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(7) pd, Joxdl
(INF) sl o (b paall Slgadl il e i
Variables Valuep T Statistics Sig Collinearity Statistics
Constant 9.146 3.17 0.003* Tolerance VIF
GM, 0.462 6.23 0.002%* 0.285 3.510
CRDT 0.641 6.35 0.002%* 0.285 3.510
NBs -0.204 4.64 0.003* 1.00 1.00
DEP -1.002 6.94 0.001%* 1.00 1.00
F- Statistics 5.11 0.002%*
R20.78 = EZ ~0.74 r=0.88 D.W=3.102

Lo dlia o Siay L 78% | cilny a3 (paatll) alall
Sl asas a8 Il jude jad A il e 229% 4
1)) bLas, ¥ Jolas 3y LS g 3 saill Lgiasty ol s5al Jolse
I ALl olpuaiall Gy bLS, Y558 e Ju e ((0.88
Lailan Y1 (F) dayd cialy, Jaitall jpiially ol Laa¥ o3l
Lo 5% L gire (s stume wie dniliaal LYy Jaa3 il (5.11)
(2) a8, Usladlly polall Huiall £ saill plan, 28U 33
SULa sl ) 53 Ll Sl ol 5580 Lgan s
Lasla clliSy dyilgiall Slsll 1A LU, AlSas e
Shilye Cro S aad 53 LS conaTall sl LUy, 91 s e
ell3 (VIF) 5Lagal s (D.W) & suaalg o580

Ulashh & Jdawaldll & paall jlall oljuidia yii .3

Lewldll ohlaa¥l @S e (8) a3, o
Al Lalally zisaill o LG Uslaall Lslaadly
rabalall uadl Slall Jis 3 Uil ol
LY 5 Uladl e¥ars B Jaally olall suasdl 3

5% 42 5ixa (5 e 2ic JI ¥

JS G Ll Lgias o3 L3e wsmy Sl us
OLati¥l anas ¢ (GMy) palsll slinay wiill (ase gad oo
Sl Baslly « (NBSs) Lgessds yladll sacy « (CRDT)
(INF) assill Jasoy Uitus olypiis Loy (DEP)
dad Ol SLLE o maly g8 LSyl 1huate 4bm g
st die LSlan] Ul eslS o uaial sigd Ly guwadll (T)
5Ll L Glans Y Uslas 5ua83 (i Lays Lel 5.5% 4 gias
cAulaisVl A )l e 288l gie ela ol juiiall sda olalas
955 1% Ly paal gl sliany w8l (250 s 8l o13)
OLais¥l ana 3uly)y 0.46% Tuwiy asatll Jass ¢ L)l
paaill gLyl M guss dnlaall Goladl o g siadll
Lecs,ds dulattl Ui,laaall sue 30l Lis.0.64% Loy
i€y 0.2% Loy anaill palys M sl L aaly g 53
oy anatll aalys M s 190 Ly JLal Bandl 30l
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Lo (0.78) 3Ly 3 Basa 553 5gdal udd (R2) ,Luaal Ll
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A el
(8) pdu Jyaadl
(Uemt) Aad) fo B yaall jlgad) <l pita i
Variables Valuef T Statistics Sig Collinearity Statistics
Constant 13.86 4.868 0.000%* Tolerance VIF

DM, -0.207 4.786 0.000%* 0.398 2.513

DEN -0.265 2.540 0.021%* 0.398 2.513
F- Statistics 6.453 0.021%*
R?0.594 = Ez ~0.549 r=0.77 D.W=1.190

* (5% A gina (5 gine dic J* 1% L gine (5 giue 2ic JI *
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