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The Relationship between Financial
Development and Inflation Rate in Egypt

ABSTRACT

Highlighting the Relationship between Financial Development and
Inflation is an important topic not only as a verifiable empirical
academic study but also for implementing Effective Policies that
can contribute to reducing the Inflation Rate and promoting
Financial Development. The aim of the research was to study the
Relationship between Financial Development and Inflation in
Egypt during the period 1980-2018. Johansen's Test for Co-
integration, Error Correction Model, Granger's Causality Test under
Error Correction Model, Toda-Yamamoto Causality Test and
Dynamic Ordinary Least Squares Model were used. The results
indicated that Financial Development did not contribute to reducing
the Inflation Rate in Egypt during the period 1980-2018 in the short
and long terms and did not result in Inflationary Effects at the same
time, and the Inflation Rate constitutes one of the obstacles to
Financial Development in Egypt. The results also indicated the
existence of a long-term Equilibrium Relationship between
Financial Development and Inflation Rate in Egypt during the same
period, and this Relationship is Unidirectional, and extends from
the Inflation Rate to Financial Development and not the other way
around. And that the variables (Inflation Rate, Economic Growth,
Exchange Rate and Trade Openness) jointly cause Financial
Development in the short and long term. Thus, the past values of
these variables have predictive power in influencing the current and
future values of Financial Development. It is not possible to rely on
the Financial Development Index in predicting the Inflation Rate in
Egypt in the short and long terms.

Key Words: Financial Development, Inflation, Granger Causality
Test, Toda-Yamamoto Causality Test.
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Ally (8 Lay (Gama g lhady dalad) (ajell caila Glera ) Cipall p 3 4o
aS IS AUl Alagal) plud) Slaad ) s LS ) el il
Gradll aiall jua 2003 sl A4y .[29](Abdelraouf et al,.2021, 2-3)
O i)l daing L admil Jane ) 8l ) ) (ol Lae 4a e 750
didl Jga3 2005 sle diag 2004 Je 3 711.3 ) 2003 Je b /4.5
Casgll oliels Sl (ssie b ae adaill Cilagiu) sai (rad) (5S4l)
710.5 husie G ladipe b pdcatl) Jaee o€ cdpoadl) duledl gl Sl
skl slal A8 Lt (e cJalse B2l dain 2010-2005 sl Dl
Lal) el glily diadlall el leud 3 gl 20075 2006 «le
Pl dadlell LW L) el ) dial) cDleall @lib alidily dgladl)
14.9 (e adamill Jue @iyl .[30] (Moriyama, 2011) 2009-2007 54l
2010 ole Z11.3 Msa ) (miss of J3 2008 e 718.3 ) 2005 ole
bl hELY) ade Ca goleai®Y) Llail) waliiy 20152011 55l cuans)
e Z7.1 Wi 2015 ale 710.4 ancaill Jaee iy Gun 2011 Glaaf any
o (gpadl) aiall dad (aledsl Cu admill Jae gl pauds (K 12012
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Y 13 e oKe el ) ALYl LuinY) clead) @lids (b
oSl By 8y oo @ Al B il el L adanl Jaes
Jare 3¢5 LS 2011 sle laal aey clileYly Hea¥) 5)5l Jie L laa) Gl
Jaee 8 gl 13a a0 a8 2017 ple 3 729.5 & Tals leliy) adal
Copall yau Slaie) Qliel L (gpaad) dvial) aiges il e oty IS0 adl
& -[29] (Abdelraouf et al,.2021, 4)2016 e (o A8 Gppin & ailal)
b dead (] ALY Adadg maliny B seds G piudl) Jaes (it
il Jane il G (1) IS0 (e sl %144 Jiss ) 2018 oo
LS 2018-1980 55l Jol€ DA &l dpatill yiige b llil) o S
acliply Lo aduatl) Jare & 2less) O po Bl Lot e Uyl aadls
) Aatll pdge b el (mliadl) Jaadl Nied codmil] Jaea (mliss) v
dle 0.268 LU 1986 ale 0.305 (4) Gildl aladl e 1987 Ll Dia
Jae iy tim 1986 ale b adill Jone 3l g UV (38 3l (1987
Login Jolie (ouSe HED d5ap (A e «%23.8 Jlss ) 4 pamil
ALl Ayl

Gy el jalany Aanldl Luhall 8 dexdiall chysnall (1 dsaall) ek
2018-1980 554l jlaal 23.2018-1980 sl DA bl 4 (2 Jsaall)
sidll s3ay Al Chpsie BIS o illy led Jhen Aes 558 Joll WY Dl
zsitall Gl Al Gl sy cgradl SLaBY) 35S cladla) Cuies
sl Govia laley Al Il ol malyg @3lai®Y) cudill maly G

.‘gjﬂ\
8 0lan s Agualgll Auahpal) (B Lasiinal) cpiiall 11 Jgaad)
bl jaas Gl pacial)
Ggdiua oo Balall ddlal) iaiil) el sacld a3 :(Financial Development) d.iLal) 4.aii)
(IMF Financial Development . Jsa) aai) Financial 4l duaiil) jdjge aladial
Database) Development (FD)

il Aaylal) dpallad) daiill cydige bl sacld 431l Yiaa :(Inflation Rate) aiuail) Jora
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(WDI). g A(cpi) diginall Jland alidl)

Penn World Table version <lly 33

XR _Adall Gipal) o
10.0 -
Al daulal) Aallad) daiil) Cfpdige cilily sacld ahabal) ggana Ly Lulia (glail) 7 iay)
(WDI). 54 Alaay) Al gl ) clylslly

On LAl Gl 2l sl Lulie alai®y) gall
(GDP Per &5l jlafl Jlaay) aall il
Capita)

il Aaslal) dpallad) daiill cpdige cilily sacld
(WDI). s

Galudl dlae) (i ylaall

2018-1980 85l I35 Lowlidl) Lual) Cfpiia b :2 Jgaal

Ln(GDP Per Capita Constant 2010 US$) | XR | Trade of GDP | INF | FD | Year
7.00 0.70 0.73 0.20 | 0.22 | 1980
7.05 1.42 0.74 0.10 | 0.25 | 1981
7.12 143 0.64 0.14 | 0.29 | 1982
7.14 1.52 0.57 0.16 | 0.29 | 1983
7.21 1.61 0.52 0.17 | 0.30 | 1984
7.24 171 0.46 0.12 | 0.30 | 1985
7.26 1.84 0.36 0.23 | 0.31 | 1986
7.27 212 0.35 0.19 | 0.26 | 1987
7.29 2.28 0.52 0.17 | 0.25 | 1988
7.31 2.44 0.50 0.21 | 0.23 | 1989
7.35 2.72 0.52 0.16 | 0.22 | 1990
7.33 3.13 0.62 0.19 | 0.20 | 1991
7.36 3.32 0.59 0.13 | 0.19 | 1992
7.36 3.35 0.55 0.12 | 0.20 | 1993
7.38 3.38 0.50 0.08 | 0.21 | 1994
7.41 3.39 0.50 0.15 | 0.24 | 1995
7.44 3.39 0.46 0.07 | 0.24 | 1996
7.47 3.38 0.43 0.04 | 0.25 | 1997
7.50 3.38 0.41 0.03 | 0.26 | 1998
7.54 3.39 0.38 0.03 | 0.29 | 1999
7.59 3.47 0.39 0.02 | 0.31 | 2000
7.60 3.97 0.39 0.02 | 0.32 | 2001
7.61 4.49 0.40 0.02 | 0.34 | 2002
7.62 5.85 0.46 0.04 | 0.34 | 2003
7.64 6.19 0.57 0.11 | 0.35 | 2004
7.67 5.77 0.62 0.04 | 0.42 | 2005
7.72 5.73 0.61 0.07 | 0.37 | 2006
7.77 5.63 0.65 0.09 | 0.38 | 2007
7.82 5.43 0.71 0.18 | 0.44 | 2008
7.85 5.54 0.56 0.11 | 0.41 | 2009
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Ln(GDP Per Capita Constant 2010 US$) | XR | Trade of GDP | INF | FD | Year
7.88 5.62 0.47 0.11 | 0.33 | 2010
7.87 5.93 0.45 0.10 | 0.28 | 2011
7.87 6.05 0.40 0.07 | 0.28 | 2012
7.87 6.87 0.40 0.09 | 0.26 | 2013
7.88 7.07 0.36 0.10 | 0.30 | 2014
7.90 7.69 0.34 0.10 | 0.27 | 2015
7.92 10.02 0.30 0.13 | 0.31 | 2016
7.94 17.78 0.45 0.29 | 0.30 | 2017
7.97 17.76 0.48 0.14 | 0.30 | 2018

5 Balall Al dpaiil) clily sas By o Jeal) dil) clily o slaieY b dald) aae) Ga 1 jhaal)
Penn World <ULy sxcl8y (IMF Financial Development Database) 11l Jil) (3 gaia
Table V10

tAadiional) daulidl) (3 hal)

Iam e 2luy ADF sassll jda las) aladiul cilysiall doiie) 4u)
il€ Jls & Johansen Test (uilagas il aladiul 2w sassll s ladl
ide JalSs ADe 35ag A o) Ol dasg ¢I(1) dapall Gt die AalSie cyuiial)
35n9 o8 ol Y ladl) maas 30 i ) esall) s Jishall JaY)
saha Jlas) e duhal oda adied LS . el daY) B i JalSs dDle
Aoy Ul mom 3508 e BiBal) b SLaa) ol el U291 (3 Zassadl
Oe i) aiba sl ) esalll 2 Gus (Wald Test ally jlas) sf F o jlasl
Chpiall & AphEil s dgag @l & Jls 3 ECM Uadll moaa #3a
Aladind Alal) oda 8z ¥ Cun Lgin Lo il JalS5 3De gagy g paal
VAR Zmgie Sl 2l Ll gadiil) jaila lea)

Causality jailys 4w 335 :Granger Causality Test Luull jaij Las)
Gle ast Cus eyl G L) Auhal Alexiuall Byl esl e Granger
COpie G L) BB oladl yaa Apdl jaila L) mis VAR dingie
sl ol 1YY AT Dudtie jaiba asehe v w4l X st e Jsiid
naa oSally Yoy oaiiell Alitisdl ol o Usine 55 X aall Gl
olalad) o JLESY) 138 adiass
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m n
xt - ,30 + Z BkXt—k + Z aeYt_l + Ut

Y, = %"‘Z VY, k+zaxt L+,
e=1

o el s et 1 ‘Ut Gl s chsaadl Maa t Yy X, O cus
K oepal Jia s b blad cplaliie g Leag Gilileal) (e JSI Ganl¥) gl
ST i clagleall pulea dlanlsy sy S Al driesl) @l s e
ks
ol e ydl) Hlodly i
Hy:a, =0, =0
Hi:ac, #0et 09, #0

gy it Lie Hy dbad) dacajdl) JsdsHp daesad) ol () Jla 88
D OS5 cimall o Ligina Utida @, OIS 136 aiha asehe (385 A We
S X i) e 49T A WDle 2 lavied Gaall g Lgies cilide
ladie jeall e Ugins Calite lagie IS OIS dla 8y cenaa el Y il
i L8 b dad dgasall GlaEY) e coladY) Al s ADle aag
Yamamoto 5 Toda (e JS a28 Ua (e edaall (g (e daiadll Judbad) e
Alyg danad)l AphEa) clayy @) cbnd) o Ll ol suas Lagie
.Augmented VAR e e
,wd) :-Toda-Yamamoto Causality Test diwwll gigalal—)agi Lasl
Al Gon A il aiha L e cilidy Jughll JaY) & Ll
b g angl O Jls 8wl Y ally F-Statistic e il JaY)
;SIS HLasY] s L agmesl) dudlul

Baagll s ol e cbsiadl JLhEWY dpgy ekl Al 2aas -1

.ADF
VAR i b ce(K) Lol clpalill Jiad) asall pass =2
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VAR(K + dppgx) zises pass =3

VAR(K + dpax) 238 g5 38 saihal duudl 5Ll =4
(DOLS) Dynamic  aSuluall ZLalall (graall clasjall z3gai aladinl st WS
Latll G @liide JalS ABle 25a9 ) & Jls i Ordinary Least Square
oo e Al Al (gl sl zise &) cpramll Jaas Al
3 g Jal aiad) Blo)) Al by 48k doldl Greall clasall i
oy zisadll o 3 A LYl Alae #lla WS (Endogeneity Uail)
Sprall Gl e aalill il A<k
tdaydl) fpiial Basgl) Lds LAl

ADF 5aagll jda jlid) :3 Jgaad

At Level o Shsall A
GDP Per | Trade of
Capita GDP XR | INF | FD
0.78 0.00 0.99 | 0.02 |0.37 Aia¥IProb| <l aWith Constant
" With Constant &
Aatlaay) .
0.02 0.00 0.99 | 0.10 |0.74 AdiaYiProb. als sl s cull auTrend
i Without Constant &
0.99 0.23 0.99 | 0.52 |0.70 AslaayProb,| sladl g sus culs G 9uTrend
ale
Sl B ina Kol
At First < AR
=1 ) Al
Difference do¥ G A 2
D (GDP Per| D (Trade d
Capita) of GDP) D(XR)d(INF) (FD)
0.00 0.00 0.00 | 0.00 |0.00 Adwia¥iProb,| <ub asWith Constant
" With Constant &
llaia
0.02 0.00 0.00 | 0.00 |0.00 aia¥iProb. als skl s i aaTrend
Without Constant &
0.03 0.00 0.00 | 0.00 |0.00 Asaia¥IProb.| okl (s <uld s Trend
ale
Js¥) BAY B jiiue ]

EViews 12 galin aladiul dald) dae) o
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Augmented Dickey— jshall s o sl sasgll i o) ciluagd
dile A sagll s e gty B e Ayl ALL(ADF) Fuller
ol e iy Bangll His o (ggiat Yy Biie driajl) Abudud) sabiad) da il
G Alleall) Yl ares dies JSV) GHl) B B chariall IS G (3)
ple olad) gy il (e cdald Cull cale olaily i (panal

ol e Jsasll VAR o aladiad ) lals s ) oUay) cilajs apaai—
MieVly Aabidl) JSLaall (e 3 Y Ally 3sail) 3 Linadll clpabll i)
Dy (53lly JiY) clelayl aae Gl i ¢ led ccllST Glaglaall julae e
2 s zisaill sxie

:Johansen Test aladiul didal) Jalsil) jLas)

pdail) Janag Adlal) Apalil) oy o idial) JalSl Cpuailaga SLES) 14 Jganl)

Sample (adjusted): 1983 2018, Included observations: 36 after adjustments
Trend assumption: Linear deterministic trend
Series: FD INF GDP_PER CAPITA XR TRADE OF GDP
Lags interval (in first differences): 1 to 2
Unrestricted Cointegration Rank Test (Trace)
0.05 Trace Hypothesized

Prob.** Critical Value Statistic Eigenvalue No. of CE(s)

0.00 69.81 120.41 0.84 None *

0.01 47.85 53.67 0.51 At most 1 *

0.08 29.79 27.89 0.34 At most 2

0.12 15.49 12.66 0.24 At most 3

0.10 3.84 2.58 0.06 At most 4

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
0.05 Max-Eigen Hypothesized

Prob.** Critical Value Statistic Eigenvalue No. of CE(s)

0.00 33.87 66.73 0.84 None *

0.08 27.58 25.77 0.51 At most 1

0.27 21.133 15.23 0.34 At most 2

0.20 14.26 10.07 0.24 At most 3

0.10 3.84 2.58 0.06 At most 4

EViews 12 galiy aladiul ald) das) e
Jal&all (pgaia dgag ) i Trace Test 1 jlas) G Laadl (4) Jsand) (e
Jal&all nag ania 2939 ) eis Eigenvalue adaall el jlas) Wi o sl
o ol g I o asg ol b it JalS Al g gl el
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Janay Allad) Lpamill (oY) dbsh 4ujlg e d5ag e Ju s .Y
[1] L)y Ay ae Aagiil) o34 (3é119 . 2018-1980 85dll DA e & adiaill
Oalel€ie Alal) dgatilly piiatl)l ciiige G Caaag Gus Zaman et al. (2010)
Aarapal) Luhall 8 dsaagi 3 LS bl b T
tladl) sl gl aladial aduiail) Jurag Adlall dpaiil) (pu ABadl jads
IDle d5ag e @iy bl Ghate oo i)l Jalill agag (e XED e
ECM lasl) s s ) Jiss oY) e calanV) aal 8 A

(&) &paitll) ekl Error Correction Model Uail) pusal zigai i 15 Jgaad)

Sample: 1983 2018
| Included observations: 36
180Total system (balanced) observations

Prob. t-Statistic Std. Error Coefficient

0.00 -7.26 0.05 6-0.3 C@)
0.00 -3.54 0.13 -0.49 C(2
0.01 -2.56 0.13 -0.34 C(@3)
0.00 4.94 0.13 0.65 C4)
0.00 3.33 0.10 0.33 C(5)
0.00 2.92 0.21 0.62 C(6)
0.03 2.13 0.22 0.47 C()
0.00 -5.65 0.00 -0.03 C(8)

0.9 -0.12 0.01 -0.001 C(9)
0.13 1.51 0.05 0.08 C(10)
0.53 0.62 0.059 0.03 C(11)
0.15 -1.43 0.00 -0.01 C(12)
0.85 -0.17 0.15 -0.02 C(13)

Equation: D(FD) = C(1)*( FD(-1) + 1.68*INF(-1) + 0.60*GDP_PER_CAPITA (-1) -
0.07*XR(-1) + 0.08*TRADE OF GDP(-1) - 4.76 ) + C(2) *D(FD(-1)) + C(3)*D(FD(-
2)) + C(4)*D(INF (-1)) + C(5)*D(INF (-2)) + C(6)*D(GDP_PER_CAPITA (-1)) +
C(7)*D(GDP_PER_CAPITA(-2)) + C(8)*D(XR(-1)) + C(9)*D(XR(-2)) +
C(10)*D(TRADE OF GDP(-1)) + C(11)*D(TRADE OF GDP(-2)) + C(12)

EViews 12 gualiy aladiuly dald) dae) ¢
ECM ;  Jiw @lly (C1) Wadll mamai alea &1 (5) Jsand) (e Laadls
laa 1 e sl Jalaall dadg %1 A2 (5 die Jin Lilas) (syinay il
(bl doaill) uial) N Al Cilyaiall (e Hjide JolS5 ADle 35a9 e Jy
i 8350 Ao lua gy LAaaag (S5 Al laliaagl A JaY1 dlsh A8 G
Ao i) 88 JS B Cus ikl JaV) 8 Al aned pas Al daanl
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G Letie QAT aa ¢ (0.367) s a (1) 55l e O3lsal) JDas
ek oo (1) Al sl & Ja¥) sl sl DA Ll L) e
Pha DAY 138 e %36 Jalay Le gomaat 2y 438 Jaghall Ja¥1 b 45l
@ 4 1/0.36=2.77 Nsn ans Jishall (gaall & C5lsil) ) doar o ) 353
L gl dassy e PlA

(Adlal Apaiill) piiall Undl) promaasi 7 dga (o dunasdlll CLIAY) 16 Jgaad)
Jarque-Bera Probability | D.W R? | laay!

0.054 | 2.06 | 74.41%
EViews 12 galin aladiul dalid) dae) oa

Guilyols s dad (%74.4 N caly R-Squared i of Jaadls WS
S5 e du e 2 (e dni a9 2.06 Nss <ily Durbin-Watson stat
Jarque-Bera  lud) ddlaa) caly WS LSl Ly i e zagadl)
Sl Bl AL axall du by LiSey Y il 0.054 s Probability
gasailly . ganbal gl (385 g5 zasadl sy G (ol nslall sl 38y g5
Asldl) JSLaal) e s

ruilsd adiatl) Jara ddalaa ot L

Equation: D(INF) = C(13)*(FD(-1) +1.68*INF(-1) +
0.60*GDP_PER_CAPITA(-1) - 0.07*XR(-1) + 0.08 *TRADE OF GDP(-
1) - 4.76 ) + C(14)*D(FD(-1)) + C(15)*D(FD(-2)) + C(16)*D(INF(-1)) +
C(17)*D(INF(-2)) + C(18)*D(GDP_PER_CAPITA(-1)) +
C(19)*D(GDP_PER_CAPITA(-2)) + C(20)*D(XR(-1)) + C(21)*D(XR(-
2)) + C(22)*D(TRADE OF _GDP(-1)) +C(23)*D(TRADE OF_GDP_(-2))

+ C(24)

25 0.85 Leulan) cialy 3 ECM Ll s Jalas C (13) sy Cam
JalSs aagn V43l AL paad) dacap ) Liay ¥ Mg AV (s5ine (g LS
B doshlly i) a4 sl Jalsdll dDle G gnas b Lo i

Al dpasl) ) adcail) Jaee (e sy oladl A 83ga9a

84



ubdll dlas  gladS o 3 2022 ale 25 sml) 44 Alaall sl daaly Ay

Dl JaY1 A Gl A8 L Lt peall) JaY) B dned) ABDa) A
Wald Test ally jlasl 5 F lasl 2asiul VECM zisai (e Bl

swall) Ja¥) (B Apaad) LSRN 27 Jgaad)

VEC Granger Causality/Block Exogeneity Wald Tests
Sample: 1980 2018
Included observations: 36
Dependent variable: D(FD)
Prob. df Chi-sq Excluded
0.00 2 24.66 D(INF)
0.00 2 15.97 D(GDP_PER _CAPITA)
0.00 2 38.38 D(XR)
0.17 2 3.50 D(TRADE OF GDP )
0.00 8 49.12 All
Dependent variable: D(INF)
Prob. df Chi-sq Excluded
0.26 2 2.63 D(FD)
0.94 2 0.11 D(GDP_PER _CAPITA)
0.68 2 0.75 D(XR)
0.80 2 0.44 D(TRADE OF GDP )
0.90 8 3.46 All

EViews 12 galiy aladiul dald) das) o
osiall Bllaa¥) iy (@l e Lkl dpanl) Ala 8 2o (7)) Jsaad) (e
Jod Li€a ¥ by %1 (e saal 25 0.00 on (pdmill Jane) Jiisal)
ol (e el JaY) B A Al aag Y A Lo ati S aaall duad
L ADke 2ag a1l (6 (AW dpaill) i) i) ) (adeill Jaee) i)
ADle 3sas Ll LS LA dpatl) )t Jaes (0 4aT peadll JaY) 3
(Alal) dpall) il yuidll ) (ol saill) Sl uiial) (e 42 du
Ul siall ) (Cpall jes) Bl il (e 48 A Ao 3gag IS
ol e uadll Ja¥1 A dues ADle agag pae Jaadlis o(llal) daaul)
Lo Do dag 41l o LS (AW Al end) ) (@bl o bayl)
Gl aadl) JaY) (A daanll) i slail Aadine Al < puiall
() dpaiill) Joisdd) nall Ldlaa¥l cily (i i€ sl Jas dlla
A i A paall A (b Wiey ¥ My %5 e ST 25 0.26 Jiss

85



ran b adiiail) Jara g Allal) Apaiil) oy AB3Nal)

Jana) () (el Baaiill) Jiiaal) aial) (o radll JaY) (8 L Ao 2253 Y
A daanl e ant puadll JaV1 A daes ADle aag YV (6l o (adal
Y b dadine 5l yie I Elgw hpaiial) L Ay yeY) SIS L adiail) Jr
S dd) A BlE Jully Lol JaY) B (admil Jaee) el s
S g sl Ja¥1 8 dfiae o Adla) daasll ) pdizil) Jaee e 42
Al gise Ll —lag laal aladinls dashall Ja¥) 8 s e

tshal) Ja¥) B L) ABDal) Ay

Jushal Ja¥) (2 Lpssuall gigalal—lagi L33 :8 Jgand)
Toda Yamamoto Causality Test
Sample: 1980 2018

6lIncluded observations: 3
Dependent variable: FD

Prob. | df | Chi-sq Excluded

0.00 | 2 | 10.59 INF

000 | 2 11.89 GDP_PER_CAPITA_

055 | 2 1.16 XR

046 2 154 TRADE ___ OF GDP_

0.00 | 8 | 30.23 All
Dependent variable: INF

Prob. | df | Chi-sq Excluded

017 | 2 3.48 FD

017 | 2 3.52 GDP_PER_CAPITA

0.73 | 2 | 0.603 XR

012 | 2| 411 TRADE ___ OF GDP_

031 | 8 9.28 All

EViews 12 galiy aladial dald) das) e
Amax=1 O dus (s Lad Clghadll muings o LS gigalaly lagi Ui il o
) aall Wl (1) dsandl (8 sasgll ia chlia) b el mung 5 LS
Augmented =VAR(K 4 dppqy) 5038 &5 a8 e 2 s¢d (K) diajll il palill
&5 VAR(K + dpay) o8 g 385 saihal dpuadl ladl 25 (a9 VAR
JaY) G G 3Bl 2ag Y 4L Al siselablag HLosY asal) A loal
Al Caly (ol e Al Luanll Alls b rasi (8) Jsaadl (e L ashall
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Li€a ¥ Julls %5 e saal 25 0.00 Jon (pdail) Jans) Jinall yuiiall
Oo 4a Jushall JaY) (3 L dDle aag Y A Llo pati Al paall dua i Job
Jare (e oY) dlgh L ADle aag 48l Gl Ll Luanl) ) adil) Jaee
o L5 558 Ll adaill Jael Aalud) a@l) B8 by Al dparl) Y] adcal)
0o IS (e A ADle 2gmg BaadU WS LA Al Al sl e sh
G LS ) danil) ug djke S (Cipal) rum o) salll) byl
(@il FaY) —Gipall jaw —oabai®) saill —pdimill Jaes)  cyidll
sdgd Al adll Gl Jully ikl da¥) 8 Al daenll ud dedina
Jaee Al 6 LI LAkl Gpanll Al pdll o il 3 D5 548 L < paiiall
0.17 s> (Al Gpall) Jisll uiall Alaia¥) cialy cqli e pdal)
A Do a3 Y 40l (g cpand) Dacajp by LiCa Y JUlly %5 e ST a9
Al Al 5eY) G L aaml Jane ) &l el (g 4ns skl JaY) b
Jive e ¥ b (@) ZUaY) —Cipall e — (5ol galll) i yuiial
el —El) Aanll) chaid) IS G LS skl da¥1 3 ske IS aial
JaY) 8 aaall Jaee ¥ (el ZLaY) —Capal)l jau —(sabad)
L gy yae b bl daaiill 8 adaill Jonad s 80 aag Sl . skl
oaiie JS LB ey il o sghe dunallh Logiy Aa)) ASualial dan Siay
Jaee O Lllag e e 58 i5a e JS Gl (K1 g e g8 s
e e pa o A pe eae B LW Lail F Sigy s adual
(@b LeieS Al daanl el L ol Al duanl 8 dSaal) @)
Vs Al duaill 8 5i5al) clpasall pal (e ga Jiise ke pduil) oy

Aoaba®y) Al L ab
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:DOLS aladiuls ddlal) dpaill) & adulall) Jana ji s
LSialipal) Lalal) (Giual) classal) alasiuls Llall Loaitl) b adail) Jana 3 19 Jgand)

Dependent Variable: FD

Method: Dynamic Least Squares (DOLS)

Sample (adjusted): 1983 2016

Included observations: 34 after adjustments
Cointegrating equation deterministics: C

Fixed leads and lags specification (lead=2, lag=2)

Long-run variance estimate (Bartlett kernel, Newey-West fixed bandwidth = 4.0000)

Prob. t-Statistic Std. Error Coefficient Variable
0.01 -3.16 0.06 -0.193 INF

0.01 3.21 0.11 0.36 GDP Per Capita
0.09 -1.86 0.01 -0.03 XR

0.13 1.62 0.08 0.138 Trade of GDP
0.01 -2.93 0.82 -2.43 C
Jarque- (|)3 grla Prob = Adjusted R-squared =95.3% 98.71% R-squared

EViews 12 galiy aladiul dald) das) e
Oe ey adamll Jare i Al ASulall (graall Glayall z3sai aladiul 2
e Gakii dayd (3ia3 aa Lally peae b Al dwnll 8 daeSanll @l pual)
Lpatill) il uanall ) Al cbsiall (e @ide JelSS agas 58y z3sall
AN g die Lilias) (grinay oS Fang 481 (9) Jpaadl ek (L)
Sl %l adazill Jae 5315 @35 Cun Al Agail) b pdzill Jaeal %1
(Ozturk  Zuhall ae dagiill oda (3éi1g . %—=0.193 Mgy Aillal) dsail) alias)
Al dparl) L asal) Jaedd Guls T3 ciaag 3 [3] et al,.2012,86)
) dag 0 damll ae @ LS .2009-1971 smll Pa \Sp
paiil) e € b il aacaill & e an Al [2] (Aboutorabi,2012)
o Y paill Liliaa] (spinay il i asms Baadl WS ol B Al
A Lt B3y ) %1 sy golaBY) sl 53l (5258 Can Allall Apail
Aoy Aplaidy) Ll ae i L 13ay L dalsall Ag ld ae %0.36 Jsa
ol 8 8l ) asa Adlal) duaiil 53l Of (e gt Al - (aolill allal)
saillh ¢(gaba®y) saill Aagy L Bl Glawgall lgads ) clersl
35as O LS AL Bpatill 8 Signs cann 53 sa Lyl sl by (solaaY|
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Laiill B Cipall el %5 ALY (Gie e (Gyine by mSey Ll i
@l Al dpaiil) paliasl ) Y] oy Capall ja 8315 (5255 G (Al
Aotia Glgaagil (el il Llaiuly Hads 13y . Jalsall s Gld ae %0.03-
gl el Jagpd aalS (gradl) aviall ded (s ) Lol Jsal) sl
Dbl axe Gis ol gl ge dus [31] (4 201964S)) Sl (casal)
Ll Ldlall e 55 of oy Al G Gom ol e Capall e
o & (Tsai et al,. 2012) [11] L ae dagiill oda 30, . glaill Ghaally
gl Js3 S (8 AL Goud) et (8 Cipeall jaad ddlias) AN 53 [ 2
ANVS 3 ABDle agag pae capglil Al L[12] (Nieh et al,. 2001) du)s <liiSy
A 2 haaly nd) Joall degane b I ually Capeall jan o Auilias)
& AW Laall 8 glaill ~adl Lilas] gsine e 4 gk F s
e 3 Adsall Al Gl 8 dadlis 5aS (laall Y] Jamy Cus L e
(Rajan et al,.2003) drap e WS @l claa) Je clhll sal)
I3 casy U L[14] (Ellahi et al,.2021) dul ao golull o3a sémy ([15]
Janad Loke T8l Al Lasill 3 (glatl) 71Vl (sl patll (30 JSI Lyl
oY) Gl Ll g Al Ailaie 8 Gl AW Luanl 8 adaal)
psl are AS8a e Sl Y zdsadl) o) Jaadly .GMM Llasauls (SAARC)
<1 525 0.31 Joa Jarque- Bera lidl dilaa) il cua sl sl
sl 3y s ol G pal (Al aaall daajh by Lie Y by %5 o
&l %95.3 il Adjusted R Squared ded of Laadis LS (el
(ALl Lpaitl) el priall 8 Ly iyt e %95.3 pusis Aliasall < yuiial
lebans ab (AT i cilpaxia ) 2900 il il & chsall g0 %427 s

sl B
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.(2018-1980) 55dl) JM& e

ECM 1} Jiw illy (C1) Uadll s e & Can dauajill 028 ind) o
Lo 1 0o sl Jalaall dasdg %1 AN (ginne die Jin Lilias) (syinay il
Lanll) il ) Al cbsial e Side dalS ADle 35a5 Ao dy
Jal&all agaie 2sag M uds Trace Test Y1 jlaal 41 Laadl LS (Al
Jel&ill ding 4t 2939 ) ads Eigenvalue  adasl) dedll lid) W el i)
o opladl iy U1 e amg oladl b it JalS5 ADle aag (gl el
Jaeas Ll Laaiill Gn oY) dlsh A9)ls WDle 3pn5 e Ju 1 .Y
:2018-1980 5l s jae b pdual

b Aallal) dpaiil) () pdail Jara (e AaTE A ABe 2255 Y 1A dpadl)
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Wil oanaa r3gai 0o Fudiall Jaila W8] e 0 WS ducadll oda (i) o3
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