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Abstract.
This paper attempts to shed light on the role of foreign direct investment in promoting the

Jordanian financial market during the period 1995-2017. To examine the effect, the primary
issue of the financial claims is adopted to present the financial market both at short and long
terms. The study adopts also the unit roots tests and the Granger causality of the ARDL
model. The results of the study indicate that the variables are co-integrated as well as the
existence of long and short terms relationships with a positive significance between the
foreign direct investment and the primary market. It is indicated that there is one way
causality between the foreign direct investment and the issues of the primary markets.
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Akaike Inform ation Criteria
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ARDL Bounds Test

Sample: 1999 2017

Included observations: 19
Null Hypothesis: No long-run relationships exist

k Value Test Statistic

1 5.904443525871709 F-statistic

Critical Value Bounds

11 Bound 10 Bound Significance
3.51 3.02 10%
4.16 3.62 5%
4.79 4.18 2.5%
5.58 4.94 1%
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Dependent Variable: LNVM
Method: Least Squares
Sample (adjusted): 1999 2017
Included observations: 19 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
LNVM(-1) -0.107578 0.270825 -0.397223 0.6988
LNVM(-2) 0.363709 0.177553 2.048448 0.0651
LNIDE 0.539489 0.157259 3.430565 0.0056
LNIDE(-1) 0.041503 0.154978 0.267801 0.7938
LNIDE(-2) -0.012355 0.163508 -0.075564 0.9411
LNIDE(-3) 0.117497 0.109827 1.069834 0.3076
LNIDE(-4) 0.239324 0.132462 1.806738 0.0982
C 9.774453 2.789297 3.504271 0.0049
R-squared 0.969770 Mean dependent var 21.39377
)Adjusted R-squared 0.950532 S.D. dependent var 1.291935
S.E. of regression 0.287344  Akaike info criterion 0.639289
ISum squared resid 0.908233 Schwarz criterion 1.036947
Log likelihood 1.926756 Hannan-Quinn criter. 0.706588
F-statistic 50.41040 Durbin-Watson stat 2.321129
Prob(F-statistic) 0.000000
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Breusch-Pagan-Godfrey ) miw :06 3y Jour

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 1.210767 Prob. F(7,11) 0.3726
Obs*R-squared 3.268497 Prob. Chi-Square(¥) 0.3095
Scaled explained S5 3.120665 Prob. Chi-Square(7) 0.8736
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic
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ARDL Cointegrating And Long Run Form
Dependent Variable: LNVM
Selected Model: ARDL(2, 4)
Sample: 1995 2017
Included observations: 19

Cointegrating Form

Prob. t-Statistic Std. Error  Coefficient Variable
0.0328 -2.439832 0.149071  -0.363709 D(LNVM(-1))
0.0010 4.428287 0.121828 0.539489 D(LNIDE)
0.0594 -2.101934 0.163880 -0.344466 D(LNIDE(-1))
0.0050 -3.500487 0.101935 -0.356821 D(LNIDE(-2))
0.0641 -2.058292 0.116273  -0.239324 D(LNIDE(-3))
0.0008 -4.575362 0.162581  -0.743869 CointEq(-1)

Cointeq = LNVM - (1.2441*LNIDE + 13.1400 )

Long Run Coefficients

Prob. t-Statistic Std. Error  Coefficient Variable
0.0000 11.714553 0.106202 1.244114 LNIDE
0.0000 17.068645 0.769834 13.140021 C
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Lags: 3

Mull Hypothesis: Obs  F-Statistic Prob.
LMIDE does not Granger Cause LNVM 20 4 58157 0.0212
LMWYM does not Granger Cause LNIDE 0.22039 0.8805
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