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loss ¢4 Engel and Granger (1987) U8 (o 4l o3 i) diid) JoolSU) Sl

OB golaidl johiio (8 (dlax] Hlb] § Ol u OB deoy SN (0 LdLaBY & ylail)
(ot il 8yin Sy oo gl o o1 o gl 5y Ll yous Silyiakl sy
Subl e Ol o SBUN Lwlyd wis doghl Olgol usl wsy il oS Lo 8 13U
I Mg 8yiiud] b O p )led) giums Wusd o dslug 48 IS o 8L5| gkl

RARTIPOR:

Caou ST 91 (X,Y)) ouein gtldw v (Association) wlas dicid) JolSl 58 O3]

o) 56 db ted by d—udd) Umod Ayl 5,5V § OLLEY) WY Llas] § OLLEY) ga5s
Y @) gk ol 3] § B yusts Oyl dsgazme u SV dghatl OB O] oo
oo el (X)) Glibeadd) (985 1 ol digus by dliiud) Olpid) (0 ds oz
I ho &3 o dlolSite Login AU @auds e dazr L) Blgdly Sus e JS JoYI 4y
Glo—dil] asdl Waazo (U) o Jadyg . W) dapidl 3895 ummy (g piidl oy il JolS) Budios

Jashll U2V § 35lsdl ales) G padll J2 VI § 8yuibl Mt Blyos] sl

60

www.manaraa.com



o o old .V dyob o3lsdl &Y= Slas¥l sl s diid) JolSl O dzs Guw ooy

J2Y § 03lsd) pdg) dgziae (955 login A8V (8 ikl JolSW) dolin la—aiy o2 pitio
w2 LY 13 o))z el JoY) § olesVl e ge Olyed) 39275 dslSh] o el caghall
Olylas | oS el BBy Aoyl pulds (o dholSie Wymeas duslyud] Oslpseeh dusoyl] JuwSd] 9555 O
00 LhelSS iy Low ¥l )] wis Oyt ul 98 dulydll Olpie graz OF J] SULI )il
JolS 5Lt dasimy g dewlyd] Oilpste o Wicin JolSS d929) Ao Sl O T (Jo¥) oy
Suillsz jsb Wy ciid) JolSl Olgzae oo JBT 91 (1) S92 SWI 5 hall (2,801 e ik

:JWE Loy (Olpsihl (o degose o diid) JolSl jasd) pudlas] oo ylas|

Trace Test:

P
Mae @ = 2> In(1-Ap)eceiicninnnnn (1)

r+1

Maximal Eigen Value Test:

LI, TS T VS TR (2)

Oldalid) sue T

Olpsl) dus P

(gt 92a] 0:8) y9ded) aslasd §yuibl eudll A
Wi Joll Oilgxie dus R
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LY
PP-Fisher chi-sq ADF-Fisher Chi-sq J
S 9=tk s &, S gk JoW G,—al Ol o
Prob Prob Prob Prob
A
0.1016 0.0424 0.1016 0.0424
DX
B
0.4259 0.0452 0.4259 0.0452
HB
DF
0.4449 0.0465 0.3644 0.0478
M
AS
0.4307 0.0378 0.3151 0.03423
E
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£040,0000 0400000 4 Z=resid
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Vector Error Correction Estimates
Date: 04/15/17 Time: 18:10
Sample (adjusted): 2010M06 2016M12
Included observations: 79 after adjustments
Standard errors in () & t-statistics in [ ]
0.58017 0.50 0.646838 0.5810 R-squared
4 4588 79
0.46317 0.36 0.548415 0.4643 Adj. R-
3 6522 30 squared
0.39031 0.03 0.052214 0.1071 Sum sq.
9 1904 12 resids
0.07999 0.02 0.029257 0.0419 S.E.
2 2870 04 equation
4.95872 3.65 6.572062 4.9771 F-statistic
0 4694 85
97.6582 196. 177.1170 148.73 Log
7 5756 52 likelihood
- - -4.028279 - Akaike AIC
2.016665 4.520901 3.309751
- - -3.488405 - Schwarz SC
1.476791 3.981027 2.769877
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0.00148 0.00 0.000941 0.0018 Mean
4 1599 53 dependent

0.10917 0.02 0.043537 0.0572 S.D.
6 8734 54 dependent

1.11E-12 resid Determinant

covariance (dof adj.)

3.94E-13 resid Determinant
covariance

679.7857 Log likelihood

-15.28571 information Akaike
criterion

-13.00624 Schwarz criterion

EVIEWS Ol 5w e sbaeVb Caoll dlus] v 1yhall

3 oa¥ laul Olbse oy Jo VI dysb dsjlys &Y d929 dlesim! Hlus) oo LW Ao bl
ple olxly Cubi 0529 Ao § i) oS 5Lz lyz] @3 Eumr ¢ dwlyd) dius dy =) Blg—ud)
Joldeoe M| o a B g ‘el_c- oloily sl S dg—og pu—=9 S5 dg—o99

Jiad) JolSH g3l (6,5,4)
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Pedroni Residual Cointegration Test

Series: ADX ASE DFM BHB

Date: 04/15/17 Time: 17:00

Sample: 2010M01 2016M12

Included observations: 336

Null Hypothesis: No cointegration

Trend assumption: No deterministic trend

Alternative hypothesis: common AR coefs. (within-dimension)

Weig
hted
Pr Stati Pr Stati
ob. stic ob. stic

0. - 0. - Panel v-Statistic

6356 0.346688 6356 0.346688
0. - 0. - Panel rho-

0000 7.699097 0000 7.699097 Statistic
0. - 0. - Panel PP-

0000 6.795020 0000 6.795020 Statistic
0. - 0. - Panel ADF-

0000 3.898715 0000 3.898715 Statistic

68

www.manaraa.com



Alternative hypothesis: individual AR coefs. (between-dimension)
Pr Stati
ob. stic
0. - Group rho-
0000 8.054486 Statistic
0. - Group PP-
0000 8.207031 Statistic
0. - Group ADF-
0000 4.568993 Statistic

EVIEWS Ol> 30 s sloxsVU S Wl slus] ow :yualbl

Culbs ple oldl 0929 Ao § Wil Sl Lt s (5) Jgued!

Pedroni Residual Cointegration Test

Series: ADX ASE BHB DFM

Date: 04/15/17 Time: 17:02

Sample: 2010M01 2016M12

Null Hypothesis: No cointegration

Trend assumption: Deterministic intercept and trend

Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weig

hted
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Pr Stati Pr Stati
ob. stic ob. stic
0. - 0. - Panel v-Statistic
8336 0.968418 8336 0.968418
0. - 0. - Panel rho-
0000 7.121957 0000 7.121957 Statistic
0. - 0. - Panel PP-
0000 7.421716 0000 7.421716 Statistic
0. - 0. - Panel ADF-
0000 4.068382 0000 4.068382 Statistic
Alternative hypothesis: individual AR coefs. (between-dimension)
Pr Stati
ob. stic
0. - Group rho-
0000 6.819057 Statistic
0. - Group PP-
0000 8.017403 Statistic
0. - Group ADF-
0000 4.265527 Statistic

EVIEWS Oloyie s sbaxe¥l Gl slus] o 1 yhal
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Pedroni Residual Cointegration Test

Series:

ASE ADX BHB

DFM

Date: 04/15/17 Time: 17:03

Sample:

2010M01

2016M12

Null Hypothesis: No cointegration

Trend assumption: No deterministic intercept or trend

Newey-West automatic bandwidth selection and Bartlett

kernel

Alternative hypothesis: common AR coefs. (within-

dimension)
w
eighted
P Sta Pr Sta
rob. tistic ob. tistic
- 0. - Panel V-
0.5746 | 0.188149 5746 | 0.188149 Statistic
- 0. - Panel rho-
0.0000 | 9.308334 0000 | 9.308334 Statistic
- 0. - Panel PP-
0.0000 | 7.728419 0000 | 7.728419 Statistic
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0.0000

4.052088

0000

4.052088

Panel ADEF-

Statistic

Alternative hypothesis: individual AR coefs. (between-

dimension)
Pr Sta
ob. tistic

0. - Group rho-
0000 | 11.12947 Statistic

0. - Group  PP-
0000 | 10.94786 Statistic

0. - Group ADF-
0000 | 5.565666 Statistic

Cross section specific results
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Blo—a¥ § po—udl slaul Ol 50 Ju JolSS &M S92 pus e pati LI &SI L)) pus]

O3 ou J2 Y dgh JolSS @M 0929 e pat I dbudl Ledydll Jsdg « duly) dus EJU
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Pairwise Granger Causality Tests

Date: 04/15/17 Time: 17:04

Sample: 2010M01 2016M12

Pr F-Statistic o Null Hypothesis:

ob. bs
0.0 2.77459 ADX does not Granger Cause

686 82 ASE
0.2 1.40776 ASE does not Granger Cause ADX

509
0.8 0.12370 BHB does not Granger Cause

838 82 ASE
0.7 0.32714 ASE does not Granger Cause BHB

220
0.0 3.55797 DFM does not Granger Cause

333 82 ASE
0.6 0.42209 ASE does not Granger Cause DFM

572
0.2 1.34152 BHB does not Granger Cause

675 82 ADX
0.4 0.83152 ADX does not Granger Cause BHB

393
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0.6 0.47935 DFM does not Granger Cause

210 82 ADX
0.4 0.90794 ADX does not Granger Cause DFM

076
0.3 1.16589 DFM does not Granger Cause

171 82 BHB
0.0 2.58756 BHB does not Granger Cause DFM

817
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¥ sl OlB30 o BLEYI las) g5l (8) Jgur

DFM BHB ADX ASE
0.140 0.243 0.155 1 ASE
AD
0.828 0.547 1
X
0.453 1 BHB
DF
1
M
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Abstract

The study examines financial integration between the share prices of the
Amman Bourse, Dubai Financial Market, Abu Dhabi Stock Market and Bahrain
Stock Exchange based on the monthly data of the General Stock Exchange Index
and for the period between 2010 and 2016, using the short term causality of L.
Granger and the long-term financial integration test used by Johansson. To this
extent the stock prices’ indexes of the financial markets, the sample of the study,
were examined using the Pearson correlation coefficient. The study’s hypotheses
were based on a set of research questions to achieve the concerned objectives.
The results showed there is financial integration between all these stock markets
on the long-term and there was no causal relationship in the short-term with the
exception of one between the Amman Bourse and the Abu Dhabi Stock
Exchange. The study concluded there is a positive correlation between the share
price indices of the study’s sample (0.83 - 0.14) and this means that there are no
appropriate opportunities for the investor. The study therefore recommends the
development of the relationship between the Arab financial markets to support
financial integration and to pay greater attention to the laws and legislation to

serve the financial integration

process.

Key words: Financial Markets, Financial Integration< Granger Causality

Test, Johansson Integration Test, Pearson Correlation Coefficient.
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