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Abstract:

This study aims to discuss concepts related to financial development
and its impact on economic growth, for a sample of 09 countries from
the Middle East and North Africa region selected during the period
(2006-2020), through the use of panel data and the fully corrected least
squares method ( FMOLS) in estimating the study model.

The study concluded that the banking sector indicators (represented in
each of the credit provided to the private sector and the rate of liquidity
of the economy) have a negative and significant effect on economic
growth in the long term in the countries of the Middle East and North
Africa, while the results of the assessment show The total market value
of financial markets has a positive and significant impact on economic
growth in these countries.

Keywords: financial system, financial development, economic growth,
Middle East and North Africa countries.
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.Ja.ij 8] JoLJpU d&.&ﬁ J:J; 9\J->-L L;L Ubjﬁ.ﬁ Lo }A} LZ\ML,JJ\ Q\ﬁx:ﬁ 8] Z@)’ij\ Zu.,b
b Isbzwl Lazsl JWey Lo g Gosdl oo 3 QW jehdl Olpsgag bl e 53 (s
el sl i dnlS Egie
Ayl Ot il &5l (oSl Ay ) dslys. 4
sl yld) O il gy e Ay, 1.4

Al sl s LSS s ddy Al Olpane Ryl el o
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Sty (IPS : Im, Pesaran and shin) ,u= (Levin, Lin and Chu)
o IS (Ho) padd 3 255 e ((ADF - Augmented Dickey Fuller)
HO: Unit 5 b ) sisgl jda e dgyall aladod) slysb ol )las Y1 oda

.(Root/Non-Stationarity

sl yld) Ol el gyl Exw ) Olylas) (04 J g

(Level) csdt we (1" Difference) Js¥ 3,4 we

&l purtiall ADF | LLCtest | IPS test ADF | LLC test | IPS test

LGDPPC | o4 4634 | -1.12616 | 0.23621 | 305626 2 09200 | 175657

(01404) | (01300) | (0.5934) | (0.0823) | o | ot

Lcre - -
17.2530 | -1.26617 | 0.20657 | 34.6187

6.53384 | 2.74113

(05058) | (01027) | (0.6166) | (0.0106) | oidlt | 00

Lcap - - -

(%3'1%%02‘; (%91%%}5 0.91432 (62)26%)%%2) 7.81514 | 6.06217

: : ©0.1803) | & (0.0000) | (0.0000)

Llig - -
3.84313 | 2.82049 | 0.76572 | 107.269

7.08418 | 1.81187

(0.9998) | (0:0976) | (0.7781) | (0.0000) | et OL

Linv - - -

(%3'7%57%8 '(% 7281(;%:)” 1.13604 (%035%%3 9.58886 | 5.15320

: : ©0.1280) | & (0.0000) | (0.0041)

Lope ] - - -

(%3'137%67? (%53%56‘5 0.96648 (10036%%7) 0.98934 | 6.37593

: : ©0.1669) | & (0.0000) | (0.0041)

HO: Unit Root/Non-Stationarity

(Eviews10) zat; e slaasVl ol shae] o - el
ADEF) i) anN) oljlas) e IS0 a3 «(04) o3 s @ 2l ) s
LIG) aalyd) Slpad aabeal) aall LSl IS s au) sie e s (LLCy IPC
o ad boeny (Leve) gl we (Lgdppe (Lcre (Lcap Lope Lin

905 Ggias Sy die 0.05 =36 g oYLy
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Aabill 2l LS e (1% Difference) S am,l o Sby,dl el die Ll
ool @lpad) JS701 8 il ayh V) ohlas) s sla] salely anhll ol il
J(1) U e 6F LoV ) e alelSae aalyll ol pize OB WUy (3 jtns
iengdl (Panel Cointegration) pu Szl LS domgis 055 (g L ity
bl oda @Ml feted AU
)l O e o Sl oS CBYs dulys.2 .4

Qa2 U e ) Cods o gie i) anhll) Slpaze 707 a aSTH
v.::v)\.'cjj cupl.';-\ CMU (.,LE.U Ol doud v.:g)\.cjj WL :d)'“‘"" EeH P.:g)\&).s 455?5.4-\
LY Jdee wile gy S ) 0SS Jla] wapley) (ol Blemd Al 280l 20l
.CJ\}}A:L\ oda

tasanll ol ol e (Kao Residual Cointegration) |z ax
Sl aluseal e LtV e dasg (o) G S LIS sey e e 22K
Sl de a5 g eVl W (H)) pad o W (ADE) bl Jg s
DYl e 5 G W ety (Kao, 1999). dieli LS ol

Siadl oSl (Kao) el g :05 Jud!

Kao Residual Cointegration test

Null Hypothesis : No Cointegration

ey LaaY) Ailias) dad llaa) Zell

ADF-Statistic -1.672468 (0.0472)

(Eviews. 10) zob, e slazeVl cpze Ul slase] oo - juaald
Y1 2l OF (05) o3, Joadl (3 2miosll (K20) Jlas) mils IO o Lo
o W 1mmy (0.05 e 5T (ADF-Statistic) asla>3y ail (0.0472)

oS QWL Sras LlSS sy & ) H i) 20 Jsdy kel 2040 23
bl Olane o Ja Y1 alsb BN
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(FMOLS) iybo alasesly J¥1 Alysb B 5.3 .4

) 2358 (3 2oyl i) Slpadlly (o3LaBV) sadl o V) dbsh B a0
Sl M aik s (Non-Parametric) iwlas o 205 1ab plisca) o
U 5ep &y (Fully Moditied Ordinary Least Square) US imoall )
JSLEl e sl e el e Bjuk 2i bl oda jasy (FMOLS) iy |lazs)
(bl s I LYY alSes adbles e 8085 LB)ade 5SS ot G il
Lsls sz @) ol dSal Weblas (FMOLS) aibl ez (5 4] wloyL
(Irwan, :JW JKall 53y agbll b 2l 3.0 Jiesy (endogeneity)
Zainal, Abubakar, & Hasseb, 2014)

T 1.7
Z(Xz'r_x?}z Z{Xir_ X:‘}Yz&r_ TTf]

=1 t=1

N

— -1 E
wery =N

i—1

e
(24l panell (FMOLS) juie 6 wgey = NTUEN oy i 0pps
Nyl Lasaey ablaly e 11 o0
(T QY oy ol Jas it o
NESERIPERURSTIED AR
C o il Lavse Jao s XE
V7 alawgioy Vi Js 1 il o G800 a0 T o0
O LY T a6 TS %

zisad Ja Y aAlsb BN B ae Bl Slpate G e ST sy b 3
& Bmzse @l (FMOLS) LS 1mall all Slall @b slisanl 2
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L ) JUg Jamg¥t 3,201 Joult 8 o3l godt o W1 sl 5T s it 106 Jgur)
(FMOLS) \JS sl ¢ ) Ol M a b aldseaat

Dependent Variable : LGDPpc

Method : Panel Modified Least Squares (FMOLS)

Periods included : 14

Cross-sections included : 9

Total panel (balanced) observations : 126

Variable Coefficient T-statistic Prob
Lere -0.055223 -11.49808 (0.0000)*
Lcap 0.390992 26.95056 (0.0000)*
Lliq 10.579185 82.14988 (0.0000)
Linv 0.752296 65.85086 (0.0000)*
Lope 1.924877 1487.223 (0.0000)*

R-squared 0.346852
Adjusted R-squared 0.325260

3

U e 905 3 %1 duginn Syt i el gins (22 () o) ilamde
(Eviews. 10) zat, e slazeVU cpz Ul slas] e - ual

Bl bl sl & sl gl o W jsbedl 5T s s sl Jeddl s

s e ey LS ((2020-2006) spal s Uil Iy LawsV) G2dl Jos e

Ol &ed pite sl Andgrdl SHLEY) oS W8 Gy Spaddl el OF Jpadd

Jodkl & domgll il il ks Sy 0laBY) Wg Jomey ol laill sl
P LS gl

01 sin ks Wlam| Syinng sho 1T (CTE) (o) plail] padll Ol 2

SAN s gt 3 L) ] 350 Y01 5 (ol pladll paall L) 2 3315 0] 3]
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Friedman's test of cross sectional independence =

:ér‘y\l\

bl sl L

11.156, Pr = 0.1930

CJ‘-’-M‘ ol o gl

Modified Wald test for groupwise heteroskedasticity

in fixed effect regression model
Ho: sigma(i)*2 = sigma*2 for all i

chi2 (9)
Probychi2

84.60
0.0000

Wooldridge test for autocorrelation in panel data

HO: no first-order autocorrelation
F( 1, 8) = 144,115
Prob > F = 0.0000

Kao Residual Cointegration Test

Series: LGOPPC LCRE LCAP LINV LLIQ LOPE

Date: 02124122 Time: 1751

3ample: 2006 2020

Included obsenvations: 135

Null Hypathesis: No cointegration

Trend assumpfion: Mo deterministic trend

Automatic 1ag length selection based on SIC with @ max lag of 3
Newey-West automatic bandwidth selection and Bartlett kemel

{-3latistic  Prob.

ADF 1672468 (00472
Residual variance 0001377
HAC variance 0.001914

TR U IRURCR PRI

Dependent Variable: LGDPPC

Method: Panel Fully Modified Least Squares (FMOLS)

Date: 02/24/22 Time: 21:22

Sample (adjusted). 2007 2020

Periods included: 14

Cross-sections included: 9

Total panel (palanced) obsenvations: 126

Panel method: Weighted estimation

Long-run covariance estimates (Bartlett kernel, Mewey-West fixed
bandwidth)

Variable Coefficient Std. Error t-Statistic Prob.

LCRE -0.051011 0.004436  -11.49808 0.0000

LCAP 0.390992 0.014508 26.95056 0.0000

LLQ -0.579185 0.007080  -B2.14988 0.0000

LINV 0.752296 0.011424  65.85086 0.0000

LOPE 1.924877 0.001294 1487223 0.0000
R-squared 0.346852 Mean dependentvar 9.377230
Adjusted R-squared 0325260 S.D. dependentvar 1126224
S.E. of regression 08925109 Sum squared resid 103.5550
Long-run variance 0.109276
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