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Abstract
The study aims at finding the relationship between the evolution of
the Bahrain capital market and economic growth, using the Toda
and Yamamoto approach, which is based on the VAR model,
which does not take into account the stability of time series, which
avoids the problem of false regression. According to this approach,
there is a one-way causality of economic growth to the financial
market. Although market capitalization indicators have evolved but
have not been able to affect their economic activity, they may be
due to the small size of the financial market.[]
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VAR Lag Order Selection Criteria
Endogenous variables: GDP CAPIT
Exogenous variables: C

Date: 05/02/17 Time: 11:31
Sample: 2003Q1 2016Q4

Included observations: 45

Lag LogL LR FPE AIC SC HQ

0 -233.6855 NA 121.4100 10.47491 10.55521 10.50485
1 -22.92967 393.4110 0.012406 1.285763 1.526651 1.375564
2 6.165310 51.72441* 0.004073* 0.170431* 0.571911* 0.320099*
3 6.909403 1.256690 0.004722 0.315138 0.877210 0.524673
4 8.702969 2.869706 0.005239 0.413201 1.135866 0.682604

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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