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The Effect of Monetary Policy on Market Value of Stocks and Bonds
Analytical Study for a Sample of Arab Gulf Countries
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Lecturer Lecturer
Department of Financial Sciences Department of Economic Sciences
University of Mosul University of Mosul
Abstract

The research aims at studying the effect of the changes in currency offer in the
financial markets. This has been done in a selected sample of the Arab Gulf Countries via
using Granger Causality (GC) and Vector Auto Regression (VAR) tests.

The results of the Causally Test showed that there is a causative relation whatsoever
between the change in the currencies offer and the market value of stocks. The results of
Causality Test have emphasized the validity of results gained from Auto Regression after
determining the best model according to the results of (AIC) standard. It has been shown
that the market value for the stocks can be affected by the changes of various values in
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money offer. This may agree with the hypothesis of the research that demonstrating the
change in money offers over the market value of stocks.
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Pairwise Granger Causality Tests

Date: 08/26/05 Time: 01:46
Sample: 2001:01 2003:12

Lags: 8
Null Hypothesis: Obs | F-Statistic | Probability
SHARE does not Granger Cause M1 28 1.04329 0.46099
M1 does not Granger Cause SHARE 6.75201 0.00248
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VAR = L) qilss

Date: 08/26/05 Time: 02:19
Sample(adjusted): 2001:09 2003:12
Included observations: 28 after adjusting
endpoints
Standard errors & t-statistics in parentheses
M1 SHARE
MI1(-1) 1.175200 1.424626
(0.25644) (0.70211)
(4.58267) (2.02906)
M1(-2) -0.169654 0.624070
(0.36857) (1.00910)
(-0.46030) (0.61844)
M1(-3) -0.230397 -3.792424
(0.34204) (0.93646)
(-0.67360) (-4.04976)
M1(-4) 0.067462 1.576320
(0.44228) (1.21091)
(0.15253) (1.30176)
M1(-5) 0.030557 1.517805
(0.44720) (1.22437)
(0.06833) (1.23966)
M1(-6) 0.550845 -2.084795
(0.38126) (1.04385)
(1.44479) (-1.99722)
M1(-7) -0.841600 -0.274037
(0.35525) (0.97264)
(-2.36901) (-0.28175)
M1(-8) 0.372313 1.713305
(0.24483) (0.67031)
(1.52071) (2.55601)
SHARE(-1) 0.033962 0.989515
(0.06788) (0.18584)
(0.50036) (5.32468)
SHARE(-2) -0.101013 -0.136039
(0.10445) (0.28597)
(-0.96710) (-0.47571)
SHARE(-3) 0.159057 -0.123169
(0.11024) (0.30183)
(1.44278) (-0.40807)
SHARE(-4) -0.209939 0.541800
(0.10998) (0.30111)
(-1.90889) (1.79934)
SHARE(-5) 0.107514 -0.577869
(0.11570) (0.31678)
(0.92922) (-1.82418)
SHARE(-6) 0.112696 -0.125501
(0.11040) (0.30225)
(1.02084) (-0.41522)
SHARE(-7) -0.067491 -0.132720
(0.11151) (0.30530)
(-0.60525) (-0.43472)
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SHARE(-8) 0.053699 -0.270062
(0.09370) (0.25652)

(0.57312) (-1.05277)

C -0.184906 0.412526

(0.27832) (0.76201)

(-0.66436) (0.54137)

R-squared 0.991077 0.982670
Adj. R-squared 0.978098 0.957464
Sum sq. resids 0.001416 0.010618
S.E. equation 0.011348 0.031069
F-statistic 76.36190 38.98447
Log likelihood 98.75465 70.55367
Akaike AIC -5.839618 -3.825262
Schwarz SC -5.030779 -3.016424
Mean dependent 5.296842 4.987744
S.D. dependent 0.076678 0.150640
Determinant Residual Covariance 1.92E-08
Log Likelihood 169.3278
Akaike Information Criteria -9.666270
Schwarz Criteria -8.048593

Pl Biady oA A8y ST i ) Jseasll Bl calanll 5 g el
paniy epdsad Y b Aie s Juadl ahSchwarz ) pd L) il e
A lalaall & yia) 885 cLikelihood 5 AIC (5 juae DDA (30 58 73 sad) Juadl
- ey eVl (4l Aad o Bia A AIC e i e 2l JSY)
JJ\) N Jl_..uu\ le_u GJS: a_u calalad .ILAL ‘ﬁj.bd‘ alanl B‘).ﬁ QJJA§55839
& sa s (el il xie -5.030 atay 4] dad 9 38s 3 Schwarz
Jeadl o Y A bld G Je @Sl ) Likelihood 5 AIC gt Y
Ao A ysina By ddlatal aieds Al 2 g8 38 Gae o gl e dsad
A Ay siee BiaT Al (s (B0.05 4 g sine (5 sie e Tl bl 5 J5Y) el
gl 48 gl dal) Lgd Lo 0 2B Aalaall il el LS cclalan)
Ay (5355 %) a3l (e oy cdiliae Ol HLEL gl (g yrally
S )il A o6 a0l 4 Aoy pendld A gual) Al 3203 Y ek s e
G Clilee A (e gl g el 3 a2 53l I Al 5 ,AY)
i V5 ) & mlind) wa el il a8 i 3305 ) da sidal
dg 8l e dnglladl g dca s yrall sl 8 il s3a Aadiliy g yaall
AaeS ) 3 ed Ll Lokl Ll 3550 IS 3 s ) ea5 ecandl
e JEi g o el ) sl (e g e i Ay el sl
O A8 ai 5ol e e sal) o Jlel ¢ bl olad a8l e k)
ae—Y) o callall gl ) Y el 058 cagaa) ) 358 daS 8 Lild cllig
oe i Lae . 520N Y ama ealiali Ml g el sland gl | (e wclaiadl
as il o allall aii gy SN dagig o ol 5ol & (es laia) saly ) Sy
oy (s (B¢ el olad o8l o llall, aaie Jaiy secBlalaal) (a2l



(Y9) AN it | i Jua gall Aaalan/ dLaiBy) 5 5 a1 A [V £1]

H@.\};L&Jb&m\ uasa.ujc J\.uul\o\.;.u_\\ M\j?@_m‘ﬂ\éc&_\lu\u_\m
_)A.u.u_g 3 @L..J\j wﬂu\j Sl Calasl) 3.191..1.1;\2” ca\..u 4..135\ L \.\Q} cpaalal)

n_a)ml._a.AH;A_\a.Sc dg#\gﬂ\gﬁu_)\)ﬂ\ds;g\‘;ju\s‘)ﬂ\b.m
il Ay £y e — b Ja5 0.7 sl Z’" Aalai)l 3 gl gage
=1
a1l A8 gl Al 8535 I (5255 %) Ay 3 s 53 o - Al
=3 830 s Al ADe a6l ¢ el Al 55 e 240.7% Ay
a)_@_uus_a;g\@)s@@\pmy agell 48 o) Aol 5 2 g8l (o ye
t_ijm\._’.acaad.udc el ol Lgias “MMMM\M\&A\X\@M
?g_m_u M\Mﬂ\aﬂ.ﬂ)u\d\ c0167L§jL4u2 Szz ?G_u)dujd\wsj\

dad A5aL) ) el P aglad axy ga% mb«_a\).uml\mgmt/o\ Ay
Y016 dpusiy )
)

il g a8l (yimy o cpad sl A slal st S g feny
L.)i Grangerz\:\..\._\_u‘)\_.ﬁs;\ C_‘\\_u uuj\ 5} ‘;'9353\2\_1}; ?g_u\ﬁ 3_13}....3\
LSy claland aw b w5 haliy Gaati) oSer 4 s Glile Juadl
NS LNt F Ry

Y e
Gy sl A Granger dgss Joid)
Pairwise Granger Causality Tests

Date: 08/22/05 Time: 22:16
Sample: 2001:01 2003:12

Lags: 6
Null Hypothesis: Obs | F-Statistic | Probability
SHAR does not Granger Cause M1 30 0.55960 0.75637
M1 does not Granger Cause SHAR 3.36816 0.02249
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Date: 08/22/05_Time: 22:54 -
Sample(adjusted): 2001:07 2003:12
Included observations: 30 after adjusting
endpoints
Standard errors & t-statistics in parentheses
M1 SHAR
MI1(-1) 0.921828 0.578478
(0.22715) (0.20937)
(4.05823) (2.76295)
M1(-2) 0.385922 0.070286
(0.31007) (0.28580)
(1.24462) (0.24592)
M1(-3) 0.122911 -0.587239
(0.27568) (0.25410)
(0.44584) (2.31103)
M1(-4) -0.726257 -0.428472
(0.28153) (0.25950)
(-2.57964) (-1.65117)
M1(-5) -0.102371 0.447717
(0.31518) (0.29051)
(-0.32480) (1.54115)
M1(-6) 0.332206 0.085399
(0.23278) (0.21456)
(1.42711) (0.39802)
SHAR(-1) -0.267934 0.743734
(0.19162) (0.17662)
(-1.39825) (4.21089)
SHAR(-2) 0.203504 0.251813
(0.27719) (0.25550)
(0.73416) (0.98559)
SHAR(-3) 0.003012 -0.333389
(0.25508) (0.23511)
(0.01181) (-1.41799)
SHAR(-4) -0.033931 0.465796
(0.23966) (0.22090)
(-0.14158) (2.10865)
SHAR(-5) 0.131695 0.238142
(0.24947) (0.22994)
(0.52790) (1.03566)
SHAR(-6) 0.073811 -0.409049
(0.19254) (0.17747)
(0.38336) (-2.30494)
C -0.023619 -1.029234
(0.47229) (0.43532)
(-0.05001) (2.36433)
R-squared 0.973846 0.984975
Adj. R-squared 0.955385 0.974368
Sum sq. resids 0.025163 0.021378
S.E. equation 0.038473 0.035462
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F-statistic 52.74988 92.86762
Log likelihood 63.68533 66.13069
Akaike AIC -3.379022 -3.542046
Schwarz SC -2.771836 -2.934861
Mean dependent 7.626858 5.096429
S.D. dependent 0.182145 0.221498
Determinant Residual Covariance 5.86E-07
Log Likelihood 130.1009
Akaike Information Criteria -6.940057
Schwarz Criteria -5.725686
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Pairwise Granger Causality Tests

Date: 12/16/05 Time: 21:19
Sample: 2001:01 2003:12

Lags: 2
Null Hypothesis: Obs F-Statistic Probability
M1 does not Granger Cause S1 34 10.2755 0.00042
S1 does not Granger Cause M1 0.03829 0.96248
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Date: 12/16/05 Time: 21:21
Sample(adjusted): 2001:03 2003:12
Included observations: 34 after adjusting
endpoints
Standard errors & t-statistics in parentheses
S1 M1
S1(-1) 1.098208 0.071188
(0.15733) (0.46527)
(6.98035) (0.15300)
S1(-2) -0.320076 -0.094527
(0.14232) (0.42089)
(-2.24895) (-0.22459)
MI1(-1) 0.044526 0.600999
(0.05880) (0.17389)
(0.75724) (3.45618)
M1(-2) 0.098053 0.417611
(0.06499) (0.19219)
(1.50878) (2.17291)
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C -0.269496 -0.023218

(0.15438) (0.45656)

(-1.74564) (-0.05085)

R-squared 0.979942 0.949458
Adj. R-squared 0.977176 0.942487
Sum sq. resides 0.018929 0.165543
S.E. equation 0.025548 0.075554
F-statistic 354.2043 136.1956
Log likelihood 79.14466 42.27914
Akaike AIC -4.361450 -2.192890
Schwarz SC -4.136986 -1.968426
Mean dependent 4.406884 8.824874
S.D. dependent 0.169106 0.315045
Determinant Residual Covariance 2.67E-06
Log Likelihood 121.7082
Akaike Information Criteria -6.571068
Schwarz Criteria -6.122138

Slaliiiuy)
& ol A A dla G ¢ dal) alll A jlis) il < el L)
oy 38 (mge (B s O 6l ¢ aendl A gl Al s 358 (50
s A il daia S5 1y ¢ Ll Al agndU A8 sl el G il
«Granger-! Al jLEd) i VAR I jlasiV) astie jlis) gl <) LY
A lilad) 4 Jiay R Y) Ardsad Juadl o SR Y mitc jelal dus
Lty il agasdl] 48 sl Al Lgad 585 A VAR i) (e (A 5Y)
;_<.qu3‘ by Sl die IS s iyl Adlaiall il 5 ddlaiall
Sy M\Hu)ﬂ\dmelua&uu\m)s&\m
e.\Ju;.ml\ ?.mll_\ JJLLI Lgﬂ\ E. A)s.d\ e u\ _)Lu;\}” ca\.u L_a‘)«_ia\
4 a_\\_)J\ 4 3\"“6—‘;\ IR Qe3¢ 4.8 4alanall h\slhj A\g&\.‘d\ d\)_ﬁ!\
b ol & Geg o B e o Al Al gl HedBack
@ Al s V) dad 8 Jeas 52 gl VG Jaa) Juall, ey
G—iaily ¢ claiadl g ol Je cllall sabigie o ol 5 350 3305 )
3l ) ) bl 32 jaw Ao Adadlaall g Al Gl B ) Y
Bl s o Asilaall i) 3aclal 33l 5 A (e gl (i el
¢ LAy ol WY G o)A Sisy A aas D S0l o sl die
u_xucuLJ\djad\m‘)suas_)‘\_mM\ J\.LA‘}I\CH\L\.M_‘A)@_L\JJ_B

3 AJJ\UAJ_caJLJJLA\«_\J\‘é_J\@wﬂ@ﬂ\@gﬂ\é&\.@iﬁ“
e L gl Y das




[Yo ] Alaugally aandl UL EVIR [PPVIR, L WC YN [ OV g I S 1 DU VN g%

el e el daland) due 05 5l Y Jgea slas W) il el Y

i) Gl ) e @il G A e 5 Al Jead) LA (g

R N 1 D 5. RGO IR DY KNP S = Y I SCIRC Py T A |
LAY OIS 8 Al Al Craraiad ) Adlasall

O A 258l (e 5 Alal) 3O A8 sud) dasll LR Y il < el £

it ) Al QA Yy aadiall 73 s Y S i gdalanial) ea

A Saaliall Gl jia Y1 Jeadl A oY) asie g dundlid) e (S
=3 A Wl G i) o lBle ol g <y gl baat
CJ}@Y\

2l pall

Ll Ay aa sal- Y

(Olal v s ga dlae . 2 daa i J ¥ 6 Dl cclalpd) g 4y kil SY SLasyus) )

NAAE (Jia gl dadls

Y ¥- 1999 s gall (ooall gl 8 Ay jall Jgall daalad dalall d3laY)

www.tadawul.com.sa ¢V« + Y= Yoo} 3 jall (63 gauid) *&‘ e

www.dsm.com.ca ¢+« V- Yo o) 3l Al 5 S ds sl (§ g

www.kuwaite.com ¢Y+ «¥- Yo o) 3 all ) 35 o K3

[ S e WA OV ISP I [PV JGA BV XV 1T 1) g 1 PRV IOS
www.amfad.org.ae

\V-2Yo BJ_I\.GM A axiall L\s;ﬂm mt; )AJ}A “;JL‘J\ é}uj\ 3elaS ‘JJ\J Allae cd:\y; Y

~A O m~m 1 <«

_V~~Y'coha:\3
oy ) eyl o cJal) Gy 8 gl g Al 8y ) casd) p ) e e gia LA
2 2 D D W Ol s allall 31 )Y cadl ] e g

440

Ldal) Aally aal yal) - il

Corporate Finance and Investement, decisions and Strategies Prentice-hall, 1993.

Fred. R., Kean, Corporate Finance- Concepts and Pplicies, U.S.A., Black Well

Publisher, 1995.

3. Gerlof, E.,A., Organization Theory and Design Strategic Approach for Management,
McGraw-Hill Inc, N., Y.,1985.

4. Green, William. H, Econometrics Analysis, Fourth Edition, Prentice Hall, New
Jersey,2000.

5. Gujarati, Damodar N. Basic Econometrics, Third Edition, McGraw-Hill, Inc,1995.

6. Hennlvy, N., Charles & Pigotto, Weliam & Scott, Robert, H., Financial Market and the
Economy,3 . Ed., Prentice-Hall International, Inc, U.S.A, 1981.

7. Hill, Carter & et al , Under Graduate Econometrics, Copyright by Johnson Wiley &

Sons, Inc,1997.

Robins, Stephen, P., Organization Theory, 3rd . Ed., U.S.A., Prentice- Hall, N. J, 1990.

9. Rosse, Stephen, et al., Essentials of Corporate Finance, McGraw-Hall Companies,
U.S.A, 1996.

10. Rue, W., & Holl and,P.,G., Strategic Management: Concepts and Experiences,
McGraw-Hall, N. Y.,1989.

N —

o



