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A standard study of the impact of exchange rate fluctuations on financial markets 

-Malaysia (2013 - 2019) model- 

 

 

Abstract:The study deals with the problem of exchange rate fluctuations and its impact on 
financialmarkets, the studywasbased on a number of objectives, the most important of whichis to 
know the impact of the exchange rate fluctuations of the Malaysian ringgit on the general index of 
Kuala Lumpur priceslisted on the stock market of Malaysia. The ARDL model wasused to test the 
relationshipbetween the exchange rate and the generalprice index in Malaysia for the period (2013-
2019).The results of the analysisrevealedthatthereis an inverse relationshipbetween the variables 
mentioned, movingfrom the exchange rate to the Kuala Lumpur index on the one hand, and from 
the index to the exchange rate on the other hand, and thisis consistent with the analyticalside of the 
study, and thus the possibility of considering the Kuala Lumpur index as a generalindicator on the 
direction of future economicactivity  The results of the studyalsoshowedthat exchange rate 
fluctuations have a differenteffect in different directions on the index for the financialmarket over 
the long term. 
Keywords: exchange rate;  Financial Market; Kuala Lumpur Index ;ARDL. 
Jel Classification codes: C01;F31;G12 ;  G10  
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 (Granger and al )  بعنوانA Bivariatecausalitybetween stock prices and exchange rates

 (Nesrine and al)  بعنوانthe impact of exchange rate volatilities on stocks marketsdynamics: 

evidencefromtunisia and turkey
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 Measure of impact of exchange rate fluctuation in generalindicator of 

sharesprices in khartoum stock exchange

GARCH
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ARDL Bounds Test   

Date: 10/10/19   Time: 02:17   

Sample: 2013M04 2019M06   

Included observations: 75   

Null Hypothesis: No long-run relationships exist 
     
     Test Statistic Value k   

     
     

F-statistic 
4.5860781488
79461 3   

     
          

Critical Value Bounds   
     
     Significance I0 Bound I1 Bound   
     
     10% 2.37 3.2   

5% 2.79 3.67   

2.5% 3.15 4.08   

1% 3.65 4.66   
     
     

ARDL  

Dependent Variable: INDEX   

Method: ARDL    

Date: 10/10/19   Time: 02:18  

Sample (adjusted): 2013M04 2019M06  

Included observations: 75 after adjustments 

Maximum dependent lags: 4 (Automatic selection) 

Model selection method: Akaike info criterion (AIC) 

Dynamic regressors (4 lags, automatic): EX INTEREST_RATE 

        INFLATION     
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Fixed regressors: C   

Number of models evalulated: 500  

Selected Model: ARDL(3, 0, 3, 2)  

Note: final equation sample is larger than selection sample 
     
     Variable Coefficient Std. Error t-Statistic Prob.*   
     
     INDEX(-1) 0.842320 0.118794 7.090606 0.0000 

INDEX(-2) -0.288427 0.152682 -1.889070 0.0635 

INDEX(-3) 0.214222 0.113497 1.887475 0.0637 

EX -0.961996 8.845578 -0.108754 0.9137 

INTEREST_RATE 140.5173 78.50719 1.789865 0.0783 

INTEREST_RATE(-1) -141.4192 107.9616 -1.309902 0.1950 

INTEREST_RATE(-2) 111.0300 120.4688 0.921649 0.3602 

INTEREST_RATE(-3) -234.9553 89.00077 -2.639924 0.0104 

INFLATION -1.644406 3.155717 -0.521088 0.6041 

INFLATION(-1) -5.109276 3.227541 -1.583024 0.1184 

INFLATION(-2) 5.864556 2.936379 1.997207 0.0501 

C 903.5520 230.6286 3.917780 0.0002 
     
     R-squared 0.820463     Mean dependent var 1747.831 

Adjusted R-squared 0.789115     S.D. dependent var 78.53723 

S.E. of regression 36.06605     Akaike info criterion 10.15423 

Sum squared resid 81947.88     Schwarz criterion 10.52503 

Log likelihood -368.7835     Hannan-Quinn criter. 10.30228 

F-statistic 26.17290     Durbin-Watson stat 2.158425 

Prob(F-statistic) 0.000000    
     
     

 
     
          

Long Run Coefficients 
     
     Variable Coefficient Std. Error t-Statistic Prob.    
     
     EX -4.148586 37.428838 -0.110839 0.9121 

INTEREST_RATE -538.314363 246.059235 -2.187743 0.0324 

INFLATION -3.834334 4.176139 -0.918153 0.3620 

C 3896.546430 876.963130 4.443227 0.0000 
     
     

 

 
     
     Cointegrating Form 

     
     Variable Coefficient Std. Error t-Statistic Prob.    
     
     D(INDEX(-1)) 0.098588 0.105135 0.937725 0.3520 

D(INDEX(-2)) -0.216350 0.101877 -2.123638 0.0376 

D(EX) 11.433163 13.263679 0.861990 0.3920 

D(INTEREST_RATE) 142.578771 70.194433 2.031198 0.0465 

D(INTEREST_RATE(-1)) 117.850269 86.072969 1.369190 0.1758 

D(INTEREST_RATE(-2)) 241.907187 85.997522 2.812955 0.0065 

D(INFLATION) -1.309421 2.997206 -0.436881 0.6637 

D(INFLATION(-1)) -5.891997 2.778905 -2.120258 0.0379 
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CointEq(-1) -0.232167 0.047664 -4.870945 0.0000 
     
         Cointeq = INDEX - (-4.1486*EX  -538.3144*INTEREST_RATE  -3.8343 

        *INFLATION + 3896.5464 )  
     
     

 

 
Heteroskedasticity Test: ARCH  

     
     F-statistic 0.063167     Prob. F(1,72) 0.8023 

Obs*R-squared 0.064865     Prob. Chi-Square(1) 0.7990 
     
     

EVIEWS 9 

 

BREUSH-GODFREY 

 
Heteroskedasticity Test: Breusch-Pagan-Godfrey 

     
     F-statistic 0.388138     Prob. F(11,63) 0.9560 

Obs*R-squared 4.760163     Prob. Chi-Square(11) 0.9422 
Scaled explained SS 5.139927     Prob. Chi-Square(11) 0.9242 
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 CUSUM of SQUARE   
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