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The Effect of Financial Derivatives on Shares Prices -
An Empirical analytical study using error correction
approach on Qatar Insurance and Reinsurance
Company for the period 2013-2020
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Abstract:

The study aims to identify the role of financial derivatives in
economic companies and determine their effect on the share price
in Qatar Insurance and Reinsurance Company From the second
guarter of 2013 to the third quarter of 2020 and by using Eviews10
software.

The study found, that there is a direct relationship between
financial derivatives and the share price, so whenever the
derivatives go up with the increase in diversification, this leads to
an increase in hedging of risks, which contributes to an increase in
the demand for companies ’shares, and the result is a rise in their
prices. On the other hand, The study found that there are short
and long term relationships between the study variables through
two economically, statistically, and empirical acceptable models,
and also concluded that there is no causation between the study
variables.

Key words: derivatives, share price, covalent integration, error
correction model, stability testing.
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Dependent Variable: SP
Method: Least Squares

Date: 12/20/20 Time: 13:57
sample: 201302 202003

Included observations: 30

Variable Coefficient Std. Error t-Statistic Prob.

C 2569683 4163370 6.172123 0.0000

FD 0688957 0165317 4.167501 0.0003
R-squared 0.382826 Mean dependent var 39.36833
Adjusted R-squared 0.360784 s.D. dependent var 1756240
S.E. of regression 14.04132  Akaike info criterion 8.186226
Sum squared resid 5520.439  schwarz criterion 8.279639
Log likelihood -120.7934  Hannan-Quinn criter. 8.216109
F-statistic 17.36806 Durbin-Watson stat 0.336755
Prob(F-statistic) 0.000268

Eviews 10 by Sl e blael (Ul slasl e syl

sV skl sl (S Jgadl I e
SP = 25.6968 + 0.6889+FD

6.172123 4.167501
R=0.3828 F=17.36806 N=30

cohlas ) e dega dpdd e b Yl T 2o (e Ly

1362 Jhes ST g gy ol i o



1369 -1349 :(2022) 13441 15 Wil Slahllly Syl Sl a2

OF 526 Arge FD 5yLa) OF >0 abslall JYx o 1dpdlaBY) G d g0l jlus1 2-3
3 (..@MJ\ e 8305 A (€35 5Ny Bdmgy AW olanadl a5 ws b -l o BA)
349 0.6889
olizall Olé 3 wied) oo B 08 s 98y Comse ol OF B o LoD LS
5 dl o3 WU olizall s3b Lalas¥l i bl Jdue ar 3ilss 5l oday @l
ey pgedl e iy bl 45 ) @05 bemdl 05 2T s ol gl e
Lslasl Jpde 350l
Sohe LY OVl e dega el ool "Rl Y AU e m3gadl jlesl 3-3
JSS 23 sailly fladd Al Y1 4 e 235l Bygins
o IS aedl 0.000 JlazY1 ded OF LS5 Jgidl S5 e s dlal) ygine vV
otedaol) Wby (AW olazal) Janndl jadl ddas) ¢ 5 (coldl) ¢ opneldal)
gl Lzad o ST sl JlasY dsedt] Al o dla] Lgine
Sl I r el S Bl ekl 0z iz 3gedl LSS Lygall sl v
Al oy 2
& ) Jolas dad OF L3 Ay Jodl Vs e TRZ dpdkondl falas
e ) adl e e (W lizall) Jandl el OF e s a9 <0.382
Tl & s b AT e U] sgm U BUL 38.2 Ay gl
g 21737 » F i 4 L SN Joad) I e 1 pdd dad
0.000 ;b Aleasl SIS x5 Lo g gkl Lgzad oo ST (35S gt
Bslasly Llax] Lms w3seld OF LS5 aslamYly 25LasVl ) Js e
B tll 3 (i ) @l il e (U olixall) Jiedl et 96 O3 o
EW RV
Shlas VI e desest el dnhlll M5 o o 1yl 3 geal] Al Sl Y1 4-3
bl AW e 23sad) B No e s
S s mos 03 Joadt : Jlgsll lad pudd G by v

1363 Jhes ST g gy ol i o



1369 —1349 :(2022) 1saa)l 15 W Slahllly Syl Sl a2

Sl a1 pid 301 Loy jlast il 03 o3y Jgud!

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 156759 Prob. F(2,26) 0.5762
Obs*R-squared 0.61769 Prob. Chi-Square(2) 0.6343
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Heteroskedasticity Test: ARCH

F-statistic 160945. Prob. F(1,27) 0.6612
Obs*R-squared 0.16810 Prob. Chi-Square(1) 0.7355
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Series: Residuals
7 Sample 2013Q2 2020Q3
Observations 30
6 -
Mean -2.13e-15
51 Median 0.510662
2 Maximum 21.91032
Minimum -24.73804
3 Std. Dev. 13.79710
Skewness -0.464983
24 Kurtosis 2.470466
14 Jarque-Bera  1.431551
o Probability 0.488813
T
25 20 -15  -10 -5 0 5 10 15 20 25
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Dependent Variable: DSP
Method: Least Squares

Date: 12/20/20 Time: 14:45
Sample (adjusted): 2013Q3 2020Q3
Included observations: 29 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
DFD 0.087673 0.379082 10.231278 0.0088
E(-1) -0.137897 0.110852 -11.243976 0.0042
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DSP = 0.0877*DFD - 0.1379*E(-1)
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Pairwise Granger Causality Tests
Date: 12/21/20 Time: 08:44

Sample: 2013Q2 2020Q3

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
DFD does not Granger Cause DSP 27 0.31996 0.7295
DSP does not Granger Cause DFD 0.82639 0.4508
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