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Abstract:

This research investigates the relationship between financial
liberalization and economic growth. The success of the financial
liberalization policy requires stability in macroeconomic indicators,
gradual implementation, and banking systems supervision. The data used
in this study came from six Arabic countries during the period (1990-
2017).by using Panel data techniques; the Kao test has confirmed a long-
run balanced relationship between the study variables. For instance, the
model was statistically accepted based on the PMG estimator. Also, the
parameters indicators have corresponded to the theoretical background in
the long run. The paper concludes with sets of results. Thus, a 1% increase
in one of these indicators: foreign direct investment, loans granted to the
private sector, and financial intermediation will raise the rates of economic
growth by 0.01%, 0.05%, 0.03% respectively. The banking sector,
financial intermediation have an effective role in the foreign direct
investment FDI attracting, and economic growth stimulating.

Keywords: financial liberalization, economic growth, Panel data, PMG
estimator.
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PP ADF IPS LLC LAY ¢ 5
Prob. ¢, Prob. te Prob.  t.  Prob. t. <l jpaial)
0.96 4.60 0.84 7.24 0911 1.35 0.10 -1.26 1(0) LGDP
*0.00 89.00 *0.00 37.32 *0.00 3.80 **0.05 -1.56 1(1)
0.60 10.13 0.36 13.08 026 -0.62 0.05 -0.62 1(0) LSCP
*0.00 78.13  *0.00 7299 *0.00 -7.44 *0.00 -8.41 (1)
0.80  7.75 0.62 9.89 047 -0.06 041 -0.20 1(0) LOPEN
*0.00 91.62 *0.00 6135 *0.00 -632 *0.00 -5.79 1(1)
*0.00 44.14 *0.01 2527 *0.00 -2.53 023 -0.72 1(0) LFDI
0.64 9.71 0.35 13.18 039 -027 056 -0.17 1(0) LGOV
*0.00 9574  *0.00 49.74 *0.00 -525 *0.00 -4.13 (1)
*0.00 30.35  0.09 18.67 0.05 1.59 024 -0.67 1(0) LINE
*0.00 1684  *0.00 72.02  *0.00 -7.36  *0.00 -3.87 (1)
*0.06 1746  *0.01 2123 *0.00 -241 *0.02 -197 1(0) LKAO
0.93 5.51 0.86 6.83 0.83 0.97 035 -037 1(0) L M2
*0.00 97.50 *0.00 40.76  *0.00 -4.06 *0.00 -30.1 (1)

(EVIeWS10) el w2 e cly U slas] (e el
s Je 905 0T dpine Syen e all Byl K

60



Ayl Jodl yary oo (on 2 3 1s3ladY) sl JLd)  pdl 80

& Syudl 3 gt (LFDI) (LKAO) ool cpr S O L3 Jgadl Y o
LoV Byl e el LT (6T WY Gl 3 sy (gl 8 B b ) 42 OF e
losdl poes 305 pokls 2-2-2

oyl i g WS ol V) 056 Y clpadl (o St s 35y 23S 0]
Blele o5 OF s ardeg () Al 4551y Be) shall (o) Jio oLV 35y i go5 Sy
((LOPEN) whpadll OF ol Jog colpal o ool JolSS 8De 350y pde ol 3509
b o S (LM2) 5 (LGDP) (LKAO) (LINF) «((LGOV) (LFDIy ((LCSP)
St Jamind o &) 1dy colpaal ol oY) alsh @M e el Canll) e 4L d )
Sl s il s LU ikl ((Kao)

d il JoSA (KA0) jlest mits 104 Jauad!

t-Statistic Prob.

ADF -2.664180 0.0038
Residual variance 0001141
HAC variance 0.001261

(EViews 10) zsliy ol e sby (iUl slas] e 1 juial)
o205 Sl Py = 0.000 < 0.05) Jlax=V1 e OF oSl Joadl JM 0 L
3 Al wlrdl OF e a5k L drie LSS sy pdad aatll Jlas N1 I auall 55
T Tk B oy o Jor Y sk B i LSy e LSS Al 3 » 3sed
Semie g OLAAL je gy (FMLOS) 3k Josis Wl o) 2hsb 35 (VECM) Uad
(Pedroni, 2000, pp. 93-100) .&iwe g6 JWby cpls Ly i
(FMLOS) iy oy lasd) grimass g0 lds gitss 105 Jpuonl

Variable Coefficient Std. Error t-Statistic Prob.
LFDI 0.365937 0.072197 5.068600 0.0000
LCSP -0.383320 0.014606 -26.24413 0.0000
LKA 0.006161 D.007978 0772160 04414
L2 -0.024283 0.017337 -1.400676 01637
LGOV 2.080241 0.007441 279.5490 0.0000
LIMF -0.080307 0.034037 -2.359397 0.0198
LOPEM 0.898571 0.002642 3401659 0.0000
R-squared -0.150686 Mean dependent var 5.284681
Adjusted R-squared -0.204624 3.0 dependentwvar 0832323
S E. ofregression 0.813519 Sum squared resid 106.8182
Long-run variance 0078936
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Long Run Equation

LFD 0.0153972 0004547 4172669 00001
LCEP 0055226 0016267 2 462650 o.000g
L2 0.020908 0040637 0. 760590 04486
LOPER 0103320 0037704 2740267 00072
LSO -0.045635 0029823 -1.5320200 01289
LIMF -0.014040 0005697 -2.096398 0.03284

Short Run Equation

COINTECD -0.269497 0.098569 -2.734101 00073
D{LFD} -0.00158582 0003220 -0.584504 0.5501
D{LCSPY -0.016262 00513297 -0.316402 07523
DLMZ) -0.105281 0.055988 -1.595600 01135

C{LOPEM) -0.010994 0.058554 -0.187751 0.8514
DH{LSOWY -0.062577F 0073333 -0.853323 0.2954
D{LIMNF} -0.000743 0.003440 -0.216033 0.8294

c 2002193 0705703 2837161 00054
Mean dependent var 00153203 S.D. dependent var 0.0301324
S E. of regression 0.022530 Akaike info criterion -4 63232580
Sum squared resid 0.054820 Schwarz criterion -3.517878
Log likelihnood 449 2207 Hannan-Ciuinn criter. -4 180774
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