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ean e Alatiad ABle apags (DY) JaaY) Jasdll Sl () (God) ann) Zgaad) ) o Dlaid
Aoy ¢ Jlaay) Asall milally Hlaiin¥) o cpaladl & Glain) Ale sags cadill paye ) (Aspall) Jolall
O ABDle il Aplsa) ) duhall liag LS L dleal) sl m5llly adill Gaye o palad) 8 4l
el @l eoysn Sin ) L) e 55 A sl il o)) Cum o galaBY) sailly L) @sadl Dl yria
Clily alasiulyy . (dlea) sl bl oo 55 0)00 g2 il (mje o 5 Jolaill ana o) WS Jlaa))
Jaasi galai®¥) gailly Wl odaill  JaY) Alysha A8l duad)al (2007-1997) 55l DA Gaals Jsapdie (e
ol 58 Galal) o Lhall - gied) a8l Glaii¥) aaay Aseddl aaa passuls (Burcukiran,  2009)
salll G 2] Alsh ABe dsay  gala®Y) gaill b3S Bdal) 03 JAo Taugie aadialy o Ll sl
i3 dglian) ADe apagl Glldy (galba@Y) gatll ) a5y o) sa L) skl oy e Il skailly gabaiy)
by gaill ) A ekail) (e dgatia Aygine AV

salll 8 g D90 cad AL Lailisgl) of ) Jeremy et al. (2010) Jha s 4S55aY) saaiall il Vel 45
Ll Al Ll b asd i€l Gl ) g galai@Y) sail) (e %30 Rt Oy ¢ S galaid)
g\l 138 (3 Al Lin ol g€l A0 3 Ay 50 S8 JafyS Al g Uil Alled (fy ¢AS35aY) 5al)
LA W Gy ) ALY L Al Clag il a5

dulay ABe 3gay A oSl 4 Abdul Jalil and Feriduin (2011) ¢ JS Jeag & dulyy A
35l gy Ja d Gela 150 caund Ale ALl Jailis ) s ¢ oabiai@Y) gailly Ll bl oy Aflian] AV
o) o Ll (ol ccblein) aaa g i)l ) gl Lae o Saadl @lang) cacasiall ) (Gaild) clasg) e asall (g
Ao Caggas o gaiill pliall e PU) Al Agead) cppals 8 Lla 150 el LS Lxiia e ol Al e JLAI
5oLyl Aplasie Cladla) ehals Auhall cuialy coalia®y) gl Gaay Jld) jsdall of duhall ciyelily ¢yl
&4 Jeremy et al. (2002) s 4] cilia s Lo goe Al pall o2a il iy L ikl 3 Il g Usil) dle s
Ay ey sasid) el
Al ) e Jayly Aulall Lngla

sailly (Al s daill (g Al A8 Jsay cale JS0 Gl Gl Joa i) clalady) cls
(ol gailly L) ysdaill s Apnad) A0 Ay 8 Ay culalas) A0 @llia, . pald J<0 oY)

s gl sl o gy S SV Ll ¢ oalai®Y) gaill 258 o3 s I sdaill o g5 J5Y) olac)
a4l ADe palia®y) gailly Al okl oy ARl o Callll olady) gy Lai o ALl yshaill 258y 3
Lopaladl @l
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Leie cclydise A o (il alaiB¥) gailld ¢ lall)ghailly (galai@¥) gaill (pa JS (il 320 lyliga a3
(pdazmill) Adpea) oLl @l il ¢ Adall oy8l Ja hagiag o Jleal) ad) qolil) 8 sl Ao
AL Jalgad) 038 apens vepladll Saalls cdiaplall 8yl aaay cApia¥l L) anag ¢ iaY) JhlaaYs
Ll agllgal) Jare sf colad) Jare sl el gl) Jare ol ¢ atlaill ssianall 5l ¢ aal) gindl i cdelaall 5l ¢ )
dasgiay (M2) 28l (mye sl (Guuall 4asgias (M1) 2@l (aye tlgie Waf clyine saxy (ulis Ll slail
Al aas o S ga S cchaliall e ol dlad) chlénay) aaa o ¢ IS
syl C.UA.U Glilal jalaa

Cpal LeBla 0y sl gl 5 2009 ale ) 1980 ale (e Aol 3yl duhall s2a cudae
el yabial 4Kl cladlal) ) dalas) Al cla gilly cyYDEAY) dallaay doadll dubdl ciled 4
i) Slabudl s daadiadll lee DU (e olall g Uall) A sale )y o Uil (ggina) o (galail)
) T el Aalal¥ly cplpdll s Jha ¢ alal) g ULl alal 330sall 315 cimlal) sylall iy
axy Loy 8 Lo L) eyl 30 Al 3 el (g3 e (Jalil) Joatll dashiie aa ae D Camy (saliaiY)
Agaladyl plally eyl 8 5ysfinall Aysilll ) Auhall il L 0¥ sbady) e L) el
oo bl jlalls ¢ Y1 (el elills dalell clelas) 5y5s e JS e yaluall 4y siadly dyye il AL
cdsall elilly Jaal) gl (3saia

Jaze uhall Caxdind ¢(30) clawlia) axe alis ¢(2009 — 1980) 85l 4510l clilud) bl cile s
cpalall g Uaill 7 giaal) L) calsl) dasgiay 28 (aye aadinly (ols joaieS gl 0l Jas 8 sl
((SPSS) zalin aladind a3 jlast¥) dabea iy Slas) Jalaill cllady Al Ol i Gdpadl ol
(Kar and ) ola@y) sailly ol jsdail) s A8al) Gl 8 Fariiusall gz Slailly 8Ll byl e ey
1 Al zasaill pghaig daels Sl L Pentecost, 2000; Guryay et al., 2007 and Burcukiran, 2009

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

*
%

saill y35eS aall 0ydl JAy 8 sl Jamae aadin) o cBaal) 25dl JAs 3 sl Jaxs ((RGDP)
tleay) il e il st Fiags bl (e ol i galeaiY)

c e ) il ) sl dasgiar 28l mpe dss ¢ (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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Ly ad) mll) ) Galall g Uil ~siad) L) 4w :(CPS/GDP)
L lea) sl ) ) &3la gl 4 :(TBD/GDP)
any) Jalatl)

Aflan) Cullul Aallee () =iy L) e Fiiay aud dteyl) Judlall il of Ula Cag el o
@il ofs ¢ Slaayl Joulaill mils & (Spurious  Regression) «aihll jlaaiyl A G caiatl dala
s Al e il el (ASle e dgie) Judls led Caeadin) Gblaadl e s Al dplanl) allaayls
oda o alailly lgihaie e Sloas) IV mils ) GlisalaY) o<e Y Al ety Blaasl Leaibs
o3a JalSi Aa )y aaaty cdare 5 Judlall oda ((sS) b (re 28BN saa gl jia cuhladl) aladin) 25 Aliasdll
.(Gujarati, 2003 and Green, 2003) 43l Judlul)
:(Stationary Test) duia}ll Judlad) L&Y Saagll Jia SLAd) -yl

Vet s gl dgleal) syl ol Le oiad 3LV dnel Alulud) 8 saagll s asay jlid) aie
Auto S LGN eels Jlaiad 33 () b pay Alulal) slgr saagll i dgag o o Jgas (8 mamas RIS
fomaa Aot iy 313 Ll V) ADYs A oleall s2g] Uadl aa Al (Serial) Lulaall s ((Correlation)

Augmented Dickey ) sl " jlsi — S zisai lgand el pall jedly dasgl jia e (oSl Al
-(Philips — Pherron) (P-P) "csm (ald' sy «(ADF —Fuller

Al el Aysmndl (1) o aaen o s clalioe 3 ASLe e Al Chywie paes of sl )
o Laa cillian) dygina 5 L ol cddpnal) (1) sl e 38 (P-P) g el L) f cdaadl o8 (S i)
(lo) Wlsisse (b Al hsie sSas o Gl Al Alndl dpa il (b

zena Ll and gl () e Lysnall (1) Ajlas ¢ dY) 3ol 22T 2y Ahal) i HLaaY) sale) s
2 Al e il o o aaall Apad o8 n 13as ((%99) 5 (%90) Chs sy A (g5 ie Aysina
Gilagyall Al aladinl (Ko Y by (1) SV dasal) e dlalSie Ll o 5V @yl aie 5 Leils Wlsi
eha) g Gow Le (Ao e liyg oyl s2a o (Cointegration) dlyide JwlSs agagd dlldg ((OLS) (g ypall
lsd S s alasiuly Auhall iyt i 280 (2) Jsaa Oras Aol clsid @il Jalall s
Bangll Hda LY (P-P) (o puld jlaaly cdaed)

O 2 U clasl) aal I Lol ¥ o Y Aa DU shalill <l aaad 1as Alus A o) il oS0 Bl
oL aladin) s i) oda dae Ao Joaalls o(Lag  Length) dcubiall el slalil) <ol sae s
Aty Ll clyaaial Aeuliall slalil 5y of gilial) ¢jelal Cus (VAR Lag Order Selection Criteria)
(2) shlall s a Hloal¥) Al sl
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2 a8 Jgia
Aal) e LEILY Sangll jia LGS @il

(RGDP) _agall 3,il) J3) Jaugia

(P-P) o —omld Las) ADF — i S3 i) s fhual
sladly adaiay iy slaily adaiay ey (t) 4ad Stationary At
-4.308265 -4.091017 | -2.646558 | -1.939950 | dupwsal Level
-3.22178** | -2.622989** | -3.225334 | -2.625121 | danl
221.67086 1156653 | -12.79058 | -12.07896 | dupesdl | .
3.2253%% | -2.62512%** | -4.323979* | -3.680104* | sy | I rstDifference

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

21386216 -1.905430 | -1.386216 | -1.904530 | dugesal ry
23574244 2967767 | -3574244 | -2.967767 | 4ol

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

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

-2.075730 2361923 | -4.306612 | -2.361923 | dupusdl -
-2.622989 12622980 | -3.2253*** | 2625121 | 4oyl

23.727765 -3.041539 | -3.665480 | -3.567462 | dugesdl | _.
3.58062°% | -2.071853** | -2.97185%* | -2.97185%* | Aaay | 'St Difference

(TBD/GDP) g yaal) ailash) - sicial

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

%10 (s sima dsibas) dygina® * *

%5 sgima dis Asilas) 4y giaa* ¥

%1 s siwa dis dgilas) dygina®

cilaa) il i e Talde ) Gfall) slae) (e Jsaad) 1 jadl

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

:(Engle — Granger, 1987) _aila — Jadl jLad)

o s 585 of asy «(Engel and Granger, 1987)caua clpiiall G @ljidie JulSS a5ay HLaaY
.(Maddala, 2001) «(Co-integration) <lyiie JulSi Lagd cpaludid) o) lasie Joiig Sl jlasil) Aalas
gl sine 3 8yiall Lyl Ayl chrial el Judld) (s Ja1 Alisha 250530 ABalls JBlsd) )5S LaaYs
Co-integration  <lyiiall JulSill jlassl yady elldg (oyishd o il jaiha — dad) bl aladiul 2
G (Ye=o0g + P2 Xp+ & 14l Aaladd) Crsas ((OLS) (gpamall cilayall 45yl slasiuly (Regression)
z st b Aaaiina) L) sdail) ciyine a1 (Xt) cgabai@y) sall a5e  aaal) 3l Jao Jaa: (Y1) o
0 G (3) s o lsdll 0sSd ADFlis) alasiad 24 ((Alsd) Slsdiall i) :(g) sl
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(3) dssad
s os8ud ADF Ll gilid
sl 9 ADF Lid)

i:or(:/:[) G Valg;O 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)

cobaayl dalaill 23 e alaieV) A cphalll dlae] (e Jsaall

Lisine sgiue die baagll Jia (e Aol oda Sla e g B 5SSl of Gl Jeaall e Jaad
(%1) AN gsiue vie Adsaall (1) Aed o J31 (ADF) Ll &y suend) Aalhad) (1) dad oY @llyy ((%1)
Sl 5Ll Zaka ) clyinall cp e JlS dgay Jn 12ag o(lp) Al (o AlalSia JBlsl paen ol Aile g
Mgt Ja¥1 Al 40315 ADke dgay Jny Les ool saill
:(Johanson, 1995) ¢ gwilaga JLas)

GULER) (ra 058 Clpaial) (e Ao sane G ALl ABAY Ganil Guls Gslal (suilass 5k
.(Maximal Eingenvalue Test) &l ,laayli - (Trace Test) Js¥) Jloa¥) — b ouiliaa)

Jualsall ilgatia (i S8 5l (1) 25a5 a8 Gsuilasa adiel Al aaall A s
D dgay oiry D L clprie Aapl (o gsting Jolaill aalad) Ayl g 3sa of Lays el il
ANy @l b JalS ADle Jiay cilgaiall oda (e (ol daaily L sl 2o el Jalall cilgaia
dall 23yl (Maximal Eingenvalue Test) jlaals (Trace Test) Llidl) elya) sivw d8las)
Aeral) A dl) (iadys Al ganll el (pe ST A peunal) dal) S 1308 Aalpaal) aily ¢pliad A unall
«(Trace Test) Hlodl =8l cpw (4) a8 deaadliuhall Glyuie o iidie Jal apay aray AL
-(Maximal Eigenvalue Test) jlidl mil caw (5) a8 Jsaalls

(4) dsaad
Johanson Co-integration Test
Al cfpria o (Trace Test) dyidial) Jalsill ¢ guilaga LS4 gl
(Trace Test) ¢l idal) Jalsil) Julas Ll milis

- - . . 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 *
L lany) Qs i e alaeY) b oodinldl slae) e Jsaall paadl = % 5 = AN (gsiee die dpedall L il ) ¥
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(5) dss

Johanson Co-integration Test
(Maximal Eingenvalue Test) daidall Jalsill ¢ gudilaga LA gl

(Maximal Eingenvalue Test) & idal) Jalsill Juad jLad) gl

A 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! dilail) 23 e aldie W) 4 oofalll dlae) e Jsaall @ jaadll -

Y% 5 = AV3 (ggiue dic dpadal) dpzajill (yady *

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

el aseially Al (mye A e S5 ((RGDP) (il 3,8 Jas Jana (g (%5) AN (g5ie i Sljiiall
cMeay) Asdl i) Y (CPS/GDP) (sl ¢ Waill = giaall Laity) dasis o Jaay) sl il Y (M2/GDP)
3sass Al Cyitie G e JlSS a5mg e g ¢ JlaaY) aall i) ) (TBD/GDP) gilagh Jane dasis
2Lg cdahall Ja) 3 Gam e lgaans el 8 CapaTi Y i) oda o ol ectlyiall G Jal) ALl 435 ADle

Al e @iidal) JelSll antia (o agmg admy AL Lparel) dpajdll (b Aagidl o2 e

:(Error Correction Model) Wil g 7 gai — Gl
Baaly ASjidie JLlS5 ADe agay calkity 2 Uadl) somali 73 i ol camg Al i G 4D il
S Ayghall cyally ¢ Ja) 8yl cyril (o Jagll Adyyle Uadl) mai 73 (pay -yl 238 0y JAY) e
Al ail ADle and Gl (JaY) dyshall il ) Jseasll (Adjustment) Juseil) e o U < aiall
Lagged ) i) syad < cysiia o Ledlgia) JNA (e Al) i [Lad) 2y 1 Ja¥) Alygla Agiigal) Ailal) —|
O JaY) Ak A s ABle apag) Undll maai aal (1) J Aflany) dgimall i G o(Variable
CJaY) Al Al A8l Uadl) mosan HLid) i can (6) Jsas il

(6) A% Joa>
(VECM) il el Aadla g igad JLIA) @il
(TBD/GDP) (CPS/GDP) (M2/GDP) (RGDP) Variable_yial)
0.298787 0.531219 0.525738 -0.876652 ECIF
(0.44545) (0.12454) (0.29710) (0.15714) Std. Error
[4.711]* [ 4.265]* [el=f6 0 [-5.578]* t-statistic
10%=1.699 5%0=2.045 1% = 3,674 dglgaal) t

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

b (RGDP) sl 3,dl) Jas Jasal (ECT) Uadd) momoa 2 dusles o (6) Jsaall DA (e Laadls
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asedally 38l mye Al (ECT) Undll senaa an Juebes oy edadpall Aliiad) clyialy adiad) 28l Jis Jass
352y (ixy 1aas ((%10) AV g (o Aflian) Lygina pidy Jlaal) Jad)l mU) ) (M2/GDP) aolsl)
AT e e AT Dl J3o Janas den e sl asedalls 3 (mpe g JaY) Ak ABle

(CPS/GDP) Jlaay! Aaall zalall ) ol Jaxse Gl (ECT) Uadll mepai an s o 2 GllaS
Al il ) il gl Al (ECT) Uadll i s s 0fs ¢(%1) AV (s5ise die Ailian) 4y ginay aidly
Or V) Ak ADe dgag e 13 o(%1) AV (5t dic Aflian) dysiea aiaiy (TBD/GDP) Jleay!)
sl saill iydine aaeay Adall 258l 23 Jaee
(7) Jsan LS Aiail) Judladl (3558 bl ADMad) s las) 2y s JaY) Buad 435)8l) ABMlall— o

iad Oy (1) AN e dic Lilian) dysiva aialy Uadll e aa alas o (7) sond) DA e ey
a8 anma 2y sl 2yl JAs Jare A (jlsil) sae (50 87.66 o ey 1385 (.876) (& Jaladll 12
(A) A0y 58 115 (A gz Limag (3l (s5imna (pa apf il 2ydl) Ja Jama s i 8y8 550 2ay pacil
il gl Y sl sl da sgiay 28 aye A e of () bl cplsl LS il ane Al (e paliill
O A L i) g (% 5) AN (gsiase i Baaly s Uad 358 die Aflian) dysine aidy (M2/GDP) Jlaay!
e 3aals eUay 58 e dilias) dyginas aichy (TBD/GDP) Jleay) Asall milill ) adlagl Jane dis jaaia
Ciyell a3 ((CPS/GDP) Jlaa) Asall il ) palill g Uil - giaal) Gl A Wl (% 5) AV (s5ise
Ja¥) & ADle dsasale JS8 g 135 ((RGDP) sl 5all (i Jaxe (s 4y A8l Lygina aae gl
3539 paes ((TBD) adlasll Janas «(M2) gl o ggialls 2l (mje (e IS5 Adal) 25l J20 Jare G sl
.(CPS) palall g il 7 siaall L) Janay agall 2l Jas Jame G el JaY) 3 38D

(7) a2 Jo2>
La)l) Jedbad) 398 z Lk (VECM) Wil prasual dnia gigal JLd) 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 ddgaadl (1)

(0/010) (5 Sa @LAJ :LU.D.A*** —(%5) (Sgua dic :Lﬁﬁh.aaj LM** —(0/0]) (S dic L:ILAAA! a_um*
s Sbany) sl it e slade Y] 4 copialll dlae) e Jsaall

17




ool sadl) e Il ol el b

el e Co ) Al ola3) L3RI~

Sl ALSia (VAR) zagai & chasiall <l 13) 45l ((Engle-Granger, 1987) saibas Jail sl

A oladl 203 Jal 5 (VAR) z3ses g0 Gl (VECM) adl) masasi 358 alatind Sy 4ils ¢85

Jsaadl Ahall Slpitie G el Jal1 (8 D) (61 o Jal) dishe 15 ) dsmasl s iy Apand
Al ad W) skl lsina ¢ adall 3all J3 Jane G L) 2D las) il o (8) A

(8) ) Jyx>

¢¢¢¢¢

Aol olad) t dad slaly) 5y Jlaady) Adalaa
(M2/GDP)« RGDP [ 1.769]** 2 (M2/GDP) .= RGDP jasl
RGDP «— (M2/GDP) [-2.466]** 2 RGDP e (M2/GDP) o
(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) _jasi

claay) Jiaill & e sleieV) b oodinldl ) e Jsanl

salll & sl i e seld Jlall skl <l ydise calise 4 ciball G (8) a8y dsaall gre i

&3 bl of w2l e Uy moaiys - yaila aseie crua @oba®V) saill Cany Sl kil (s ¢ galay!
Dbl Gy abaBY1 salll ) JAT mars ¢ Il skl lpdise 4 bl s e aels ol saill
Dshill (sl 38l Jas Jaxe) golai@] sl (e 4a oLtV AL Ay ADle llia (b ales ¢ L)
skl (e Uil sy o palad) g Uaill - siaall L) Jara cadlagll Jara camlsl) o seially 2aill (aye) )

Ll gl ) Ll

:C.Jll'd\

O 3B olaily Al Ay g cala®Y) sl e o) b L sl Judas L) Al jal) i
Lash gy ) Al olal daniy ¢yl Ja¥ls dyshall Ja¥1 3 cgolai@¥) sailly )Y 8 Il )kl

tilaally Agylal) Tl il by

aall (e s Al caially Sadall 3l Jas Jae b il G dal) Al Gldle EDG aag -
s elyaty Adal) 38l Jas Jase Gy alagll Jana coalall g Uaill & siadll GLaily camlsll o seially
Al Jas Jase (8 sl are e (%87.66) Olb HAT mas ((%87.66) Jalas Ay dlsill aciadd
A b 30 3 il JaY) A dama Syl

Y (A sl ams (A Jems (s Baaly A D) 5% (s (M2) aslsl) asedalls 283 Gaage o) —
35l mye 3ol of i o(-427) Aallls il JaY) 8 (M2) 2@l (mje Ligse ) LS (Jyshal
(% -427) sl adall 2yl Ja Jame 30l ) A a5 o (S (%1) sty
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LS cashll Jad) (8 0l s () oy (i Basls A D) 5% s (TBD) ol Jane o) —
(GDP) alagll Jaxa 3alyy off as (-425) Ladllly sl Ja¥) 8 (TBD) ol Jaxe 455 )
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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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