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The effect of Tadawul Stock Exchange on the Gross Capital
Formation during the period(1996-2018)

Abstract: This study aimed at determining the eftect of Tadawul Stock Exchange
on the Gross Capital Formation during the period 1996-2018, based on annual
data for study variables. The findings of the study showed that there is a
considerable positive effect of the Market Capitalisation on the Gross Capital
Formation. It showed also a considerable negative effect on performance index.

The study revealed a short-term single-causal relationship that ranges from
the Capitalisation Market and performance index to the Gross Capital Formation.
Keywords : 7Tadawul Stock Exchange, Market Capitalisation, Gross Capital
Formation, Trading volume, performance index , VAR Model

JEL Classification : E44, C58.
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"AR Lag Order Selection Criteria
ndogenous variables: LOG(CAP) LOGMC,
OG(TRADy LOGINDEX,

xogenous variables: C

»ate: 03/03/20 Time: 15:14

ample: 1996 2018

1cluded observations: 22

Lag LogL LR FPE AIC SC HQ
0 -85.38760  NA 0.039751 8.126145 8.324517 8.172876
1 -6.999697 121.1449* 0.000141* 2.454518* 3.446375* 2.688170*

indicates lag order selected by the criterion

R sequential modified LR test statistic (each test at 5%
wvely

“‘PE: Final prediction error

AIC: Akaike information criterion

»C: Schwarz information criterion

4Q: Hannan-Quinn information criterion
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Vector Autoregression Estimates
Date: 03/03/20 Time: 15:15
Sample (adjusted): 1997 2018
Included observations: 22 after adjustments
Standard errors in () & t-statistics in [ ]
LOG(GCF) LOG(MC) LOG(TRAD) LOG(INDEX)
LOG(GCF(-1)) 0.112661 0.058640 -0.184501 0.036675
(0.23401) (0.12050) (1.24830) (0.12652)
[ 0.48144] [ 0.48664] [-0.14780] [ 0.28987]
LOG(MC(-1)) 2.278577 0.221215 -1.651888 -0.542849
(0.86980) (0.44790) (4.63993) (0.47029)
[ 2.61964] [ 0.49389] [-0.35602] [-1.15428]
LOG(TRAD(-1)) 0.030604 0.097017 0.688679 0.085098
(0.04113) (0.02118) (0.21942) (0.02224)
[0.74402] [ 4.58032] [ 3.13859] [ 3.82632]
LOG(INDEX(-1)) -2.633040 -0.041730 4.093994 0.750195
(0.90882) (0.46799) (4.84805) (0.49139)
[-2.89722] [-0.08917] [ 0.84446] [1.52669]
C -7.391853 16.14628 29.00138 12.67149
(11.7120) (6.03106) (62.4774) (6.33255)
[-0.63113] [2.67719] [0.46419] [2.00101]
R-squared 0.710382 0.926534 0.840597 0.851566
Adj. R-squared 0.642236 0.909248 0.803091 0.816641
Sum sq. resids 4.476314 1.186975 127.3798 1.308617
S.E. equation 0.513140 0.264239 2.737322 0.277448
F-statistic 10.42449 53.59977 22.41205 24.38229
Log likelihood -13.70198 0.899329 -50.53409 -0.173859
Akaike AIC 1.700180 0.372788 5.048554 0.470351
Schwarz SC 1.948144 0.620752 5.296518 0.718315
Mean dependent 37.98474 27.48895 35.80591 8.566419
S.D. dependent 0.857902 0.877137 6.168691 0.647933
Determinant resid covariance (dof adj.) 6.23E-05
Determinant resid covariance 2.22E-05
Log likelihood -6.999697
Akaike information criterion 2.454518
Schwarz criterion 3.446375
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R oots of Characteristic Polynomial

Endogenous variables: LOG(CAPy LOGMCy LOG(TRAD) LOGINDEX;
Exogenous variables: C

Lag specification: 1 1

Date: 03/03/20 Time: 15:18

Root Modulus
0.903389 - 0.1311311 0.912856
0.903389 + 0.1311311 0.912856
-0.017014 - 0.0875871 0.089224
-0.017014 + 0.0875871 0.089224

No root lies outside the unit circle.

VAR satisfies the stability condition.
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Inverse Roots of AR Characteristic Polynomial
1.5

T T T T T
-1.5 -1.0 -0.5 o.0 0.5 1.0 1.5

Eviews9zt, ol 2 i)
Aol i slia plusaaly Zo5edl Slodas 4yl dnl :(1y e
DAL 35l OF gm0 caamgl) 3505 oo a5 2l ) jpddd IS glie OF JSCad) I3 (e Lol
Al 878 D 3 a1 by 524
Bl Al il &5 @ ol (Impulse Response) iyt Jigsy Sladall Jolo 6.1.3
1ol Joddl any LS adll 8 2y, 5l)

wlaall 2 (7)) JKad)
Period LOG(GCF) LOG(MC) LOG(TRAD) LOG(INDEX)
1 0.513140 0.000000 0.000000 0.000000
(0.07736) (0.00000) (0.00000) (0.00000)
2 0.000347 -0.104221 0.073348 -0.065962
(0.12487) (0.08760) (0.11366) (0.02484)
3 -0.000711 -0.043687 0.050139 -0.056159
(0.04306) (0.04150) (0.05752) (0.01984)
4 0.014883 -0.026003 0.082848 -0.045069
(0.03261) (0.03549) (0.04805) (0.01842)
5 0.023529 -0.010574 0.106747 -0.035182
(0.03539) (0.03848) (0.04744) (0.01823)
6 0.030113 0.002833 0.123444 -0.026002
(0.03984) (0.04220) (0.04991) (0.01885)
7 0.034832 0.013922 0.134106 -0.017659
(0.04364) (0.04582) (0.05375) (0.02011)
8 0.037839 0.022790 0.139435 -0.010238
(0.04639) (0.04899) (0.05799) (0.02181)
9 0.039341 0.029576 0.140176 -0.003782
(0.04793) (0.05148) (0.06198) (0.02373)
10 0.039549 0.034446 0.137075 0.001697
(0.04831) (0.05315) (0.06533) (0.02563)
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Response of LOG(GCF) to Cholesky

Response of LOG(GCF) to Cholesky One S.D. Innovations
One S.D. Innovations 6
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o S5 QT 35 3 Uy Lok LT el o gl il e elotad N1 Wl 3 QW) o 5SS
Bl (3 pdayy 2 b Pl i) Gy s Ld QA (3 ) ) (RN é c(doV a3 JW
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VariaDecomp
osition of
LOGGCFy:
LOG(TR

Period S.E. LOGGCFy LOGIMCy ADy LOGJINDEX,
1 0.513140 100.0000  0.000000 0.000000  0.000000
2 0.532828 92.74657  3.825896 1.894987  1.532551
3 0.539891 90.33587  4.381230 2.708191  2.574713
4 0.548885 87.47310  4.463257 4.898431  3.165216
5 0.560868 83.95131 4.310125 8.313691  3.424878
6 0.575676 79.96168  4.093670 12.48968  3.454967
7 0.592542 75.81997 3919143 1691099  3.349895
8 0.610413 71.82967  3.832418 21.15317  3.184747
9 0.628244 68.20235 3.839593 24.94790  3.010159
10 0.645161 65.04815 3.925935 28.17086  2.855054
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