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Abstract

The research aims to provide a deep and comprehensive picture of the
theoretical frameworks and empirical studies that dealt with diagnosing the
impact of some macroeconomic variables on the development of the
financial sector, in addition to exploring an objective quantitative model
that can monitor the nature, size, and direction of this effect and explain its
mechanism and channels of transmission. By adopting the methodology of
aggregate regression models (PRM), fixed effect (FEM), and random effect
(REM) that are based on the Balanced Panel Data, for the GCC countries
for the period (2005-2017). The results of the assessment revealed the
participation of the trade openness variable in its positive impact on the
three indicators of financial sector development, (BC) which expresses the
bank credit granted to the private sector as a percentage of GDP, (TD)
which indicates the bank's concentration (the percentage of bank assets that
It is held by the first three banks) and (SPV) which reflects market
Sfluctuations, while the inflation variable (INF) exerted a negative effect on
(BC), (TD) and (1S), finally, the growth variable (GRO), which negatively
affected ( BC)

Keywords

Financial sector, financial development, economic growth,

inflation, trade openness, balanced panel data methodology.
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o5y Al iloasll Fmys psn g ¢ adlnl) ol e Ll 50 Loy o Il g Usil
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(Bara, (Svirydzenka, 2016,10) AWl dwill (angsi (4 caar Lo oS3 sac @
(Jacolin & Chauvet, 2016,2) Mugano & Roux, 22017, 152)

LI 3lga¥) e ¥
e Masks (el 525 1(IS) Maay!) saall il / (Bila lacal) Zdsall ol Slaics
Slo Olawgall Gl 538 e jug Aaia) AW s AL Sluswsial) (e 8yread) cilaiul)
.Svirydzenka (2016) Setiawan (2015) 4Ll 3lsud) ) Jgeasll
(AW hEa) e el e gy Labadiud SSY) yd5all ass ((SPV) Gl illis Hi5e
S Bloe cnty Wy ¢ bl agedl) (e sdsal lag P10 Gl hugie ey (53l
Gsal) il Ciligiss b gl Lol e i b sale Boudl (il day (ol Gpud)
o lebones o Ay cgiinl) Lgad oo Lokl LAl e AL L) lend slan
Lage 125 AL Galoa) 2a3 (63 Il g Ul o5 (po5 eddlall (3lpu) sy Asaii lla
(Zervos,1998,541) «(Manolescu& Manolescu,2017,6) 43lis<a
(L gll) Aieall il yriall
t oY) sl o dadgial) Lgalyilhg Al Clpriall Caniead
Lsie L€ Syl halal) gsene @ladll Y] e il S 3(TO) @laall Zlay) )
gl Slaball Bdle 3 Ly legd FSY) Hasal sliel ¢ JlaY) ladll il o
.(Ho & Bernard,2018,6), (Huang,2010,165)
Sleay) aall bl o Bl as b el Jiees die g ((GDP) ool il LY
Zang & Kim adlall dulaiy) cilaball (s aall Wgs caigiall (o g3l ¢ Spa¥) Ysall,
(2007) Arestis & Demetriades (1996), Baltagi et al. (2009), Law & Habibullah

15 Gass o «(2009), Odhiambo (2012),Gozgor (2015),Peia & Roszbach (2015),
bl g Uaal) Ay elai A Lulas)
ity sy cellgiondl Sl i) Gl B (gsid) el aie suedl) & :(INF) pacatl) LY
Boyd et al. (2001), Odhiambo (2012), Bittencourt (2008), 4waill Slahall alass
coyshaiy ) g Undl) dpass e 4V ana g ls¥ duladl JBY) (Ben & Kandil (2014)
& lale anind Lualy diss aol IS8 Lo il il el oSa oo e Lo Ll
G o(Rampasill) Asivall Lgihuia b Sl cacinall baysia b Ciids cdanld Y alee aol oliy
Al g Uil Gaat ja5e 8 adcailly (abea®V] il 5 (olatl) Zlay) B ) Al o
& «(BO) (sl adll il (ga L€ als) g Uadl) ) mgiaal 8 peadll LVl die ppedl)
e daciall ) g Uadl daati Hd5e b L gl cilpiiall @l el A58 Al i cos
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z35a) s iy (TD) (L) EDE gl gy Jains A G jeadll Cilagagall L)) 55
H(@hlaaY) gila) 5 diad) W g Uil 4t Hdge b DA A gl cund) H W)
Dy (IS) SeY) ¥l Jaa¥) ol @l ) laal) cilgn nen = adsall Gl iy
Ll o Uadl) daaii g o8 dlad) 23kl 8 sadiaall dnpcagl) oyl 3 eyl Abbed)) magsd
Al g tadl) sy dge (B Tl 3l A —r
: b LS5 ((SPV) Gsndl s yiigar dic yual

(1)BC = F {TRA,GRO,INF}

(QTD = F {TRA,GRO,INF}

(3)IS = F {TRA,GRO, INF}

(4)SPV = F {TRA,GRO, INF}

(DBC =By + BLTRA + B, GRO + B3 INF + ¢

(QTD = By + B1TRA + B,GRO + B5INF + ¢

(HSPV =By + BLTRA + B, GRO + B3 INF + ¢

syl il dagia .Y

& oals ISy 5aV) A5V 8 GG Lilaa) (Panel Data) dasayell bl auiSs
Laadaiall bl (e IS pailad o gadl) e 508 (o 4y andit Wl cddlally Zoala@y) cilud
(Gujarati, saaie Slnidy Goill LKl ae Jalaii LgisS ccigll @) 3 Laedll Judladl
Lpakaidl) Al Clajid maalsll e cplall o Gailaall ane AL Wiallas e 55e 2004,636)
Gl ae Jalatll 2isg . (Reyna, 2007, 2) daaia g saie Cilpadi A e sdsll e i) & (e
t o daalad i) zalia 3D Green (2002) I Ui gy dagyal
(Pooled Regression Model) (PRM) saseaill jlast¥) z3gall

sle atiy 3 ¢ (panel Data) adshll bl Jdas 73l Jasd 0 (PRM) z3sail e
Cdlas) by el il Jegs @lldy g5 <sail) e By 5 By gasel) clales paes il ial i)
lgae Jalailly (Hiestand,2005,43) adshll cililall dasd Jalay oz 3saly) 3 Lajill pailadl)
O aciaal) uidlly el iyl ad i e Joay Eus (Time Series) 4oy JudloS
(N # pylate cilaalie anas Loie) Alosles (5S8 ¢13<0 5 Auadaie il de sane Jsf (0 ol ¢ Juslusia
Wasll s iy E(g) = 0 tealls Slsdiall Unill adsiall el (gslasi z35a) (i tun T)
OSar ¢ pall OLS dlall (gaal)l @lanal) 3yl aladiuliy ¢ ar(gy) = 02 <yl Jlgdal)
vl NI cls Lya (Efficient) 5.4y (Consistent) @l cruat cilpads e Jsanl)
(Gil-Garcia & Puron-Cid,2013,205-206) (Al-Omari & Al- a3l ney Clasgll aueal

Hait, 2016, 883)
P Ao dasall paseatll sVl #dsail dan
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K
Yie=a; + Z B; Xj(ity + &t
i=1

i=12,.c....,. N t=12,........,T (2)

(Fixed Effect Model) (FEM) ) ) = 3gail .o

Lailaie jeg 5aalie e WD) asag palydl e (FEM) culill 59 2 3gaf aiy
S alalsiS Lgan Jalaing (el Judbudll) Liaill ol (SISHal cpaldd) (ol o) dsadaial elgus
sy ol (Cross Sectional) aly JS caas i Culsi 39ag 7 35a8) Jit ol «(Constant) <ulss
eaiily cadinall juaiall (A 8igally saaliall ye JBY) CalaSia) Cangs (Time series) duia) 858 JS
(Least-Squares Dummy (LSDV) 4wasll < paiall (graaall cilayjall 42yl aadiis culgill s3a
clgiad) Jial (t-1) 5 Joal) Jiail (n-1) 20ms dseag Cilpsiia Ao g3 Al Variable Model)
Bapall jeling Anell Luadiall langl) G 3o dlly SRY) £35a) 138 Sy G Lo g9 g
t V) il ez 3padl Al

k
Yie=a; + Z Bj Xjir) + &ir
i = 1,2,.....,}\71 t=12,....,T (3)
a; =09 +U;
(Clark et « &; y(o,p2) b Ol « stua Jasgior Jacssll Jon Linsds Ldlsdiall 2lad¥) gygm 3
(Al-Iraqi, 2018, 71-104) al.,2010,7-8)
(Random Effect Model) (REM) Jlséall ) z35ai .
dgadiadll JBY) ae (REM) Slsdall 31 z30all daley «(FEM) il 51 #3saf Ca o
dpadaddl) SV o Gl ) g 3sad) 13 st (gl (Al allae Cacals Adlsdic allas gl o Gl
2 A Aflgde ClipSaS Ciliaty caame (pling Hheall glue Jaussy Al d8lsde Cilpitie oo Al
Gl iy Algdall SEYI Cp Tali V) Glie sag ¢ pulad Gl ) z39al) 138 aiiey Il Ul
(phall laan b ol die IS o Algs S o 2 35a) 138 it (AT Blansy (doppnsitl] £ 35adY)
Uadl) lipa  dpail Ulal adde llay cdiailly dundaiall HBY) e S e z30a) elginl s i
(sl Tasll Jals &lpdall JBY) Cpacail 1k ccplill isSe ol «(Error Component Model)
:45Y) Lnall (REM) (Slsdall S5 z3gal 22 cllng ladll e o allsinl iy

K
Yie = a; + Z B; Xj(ir) + €t
i=1
i=12....N t=12..T (4
€ = U+ &t
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G o lgudi (OAY) Adlpdall sllad¥) pailad dlie € ) Uadd) s of Gl il
(Var(e;) = 02) <l liug (€ = 0) Lauall Liglue dadgiall 4iaid
(@asal) Cilabea i dlee (8 e Uad ) sdiall Lol 5 (0 e Lo sun A9
I3 Slgdall il z3gall Clalia i 8 (OLS) LokieV) (gpal) Clasyal) diyla bt ¥
u=x! (Generalized Least Squares) (GLS) dasrdl (gl cilayjal) 2l et L sale
Al-Traqi, (Gujarati,2004,647-649) mauall (<AL Jlgdal) ol zd sl Clalea  pam
(Bashar, 2017, 445-474)
U (Panel Data) dasdjell llall #3la e (e daede JSYI z30aY) laals
oflaye pe Ol Gaand i (pilias) (lial eha) o daladl
) 235wy (PRM) (graanill stV 7 3gail ¢y Alialiall Fisher kil ¥ dlasall b prdiey
(PRM) el JlaatVl 7 3sail daeDlag dubiadl ) il bl 136 . sl & (FEM) il
e yall Ayl aladiels 7 35l a8 2 o5 ey cdasDle V) oyfiadg Ala el 230 ie Calgn clilll
(FEM) <l 1 = gl daeDas dbadl ) i) Ll Jla 8 Ll ((OLS) Lakiie V1 (gyoeall
<l yillly (FEM) &l @il oadgal oo &aall Lalally padinll (e 40l dlasall ) i
.(Clark et al.,2010,25-27) Hausman (1978) ,Laa) sula (REM)4dlsdal)
Ll cfpitial Alasy) Cuagl) . ¢
Liagpaally Lyl hrie ULl L) Glecd) (alyind dsbeasll lilanl) aniind
o in ) Lis g Aol @hdgally Ll Jon Ao Gladle J355 1g3< (V) Gald)
Glilasy) ass Cun cblall o) Qi) el U385 Le sale Ll Sl bl agussl) ulas
Slaly QY Lgie AlglaS ¢ Slas) dlobe o UL o)l Lee dale clalad) asity Lubeasl)
Gl Y L lgie alad) o lgde alaeY) (S cileseaall Ga Bgald)l Y] ddlaaly oA
lgagd (e o8 ) Lelong caagas ST iyl b clilil) e daadly ST cilalinad ol 8 ac b
1Y) oY) laaV) Carmsl) daidy Lo soles  Alpges ST 8ygems LSl ilasindly
P e aill GGal sV Coagl Whatinl FY) @l e :Mean bl bl
Al alall Jasegial)
i iy Ladie dllall (bl el Jacgia of) Jawsll el o :Median Jawgl) .o
i sliels (GO olat¥) Chuasl Ugh Labie dassll aang « SY) ) SaaY) (e il
acgiall e A8yl il Ayalees
Al die b Alulull Wially (gguadll aill 4 :Minimum, Maximum dad s el .
chaial yual (Sl olad) Cras e s
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On A magy G ccndill Siuatiy 48y ST 58 ¢ Std. Deveglaall Gilay) &
van Al dasilh maw Lo bwgidl oo @l ) oleall ldhugy adl) degans
(e L o G JS8 o) bada s 435S i (e il s Jon cilaliay)

owd s Ll degena g (A Jilall pae (ubie sag :Skewness slgilY) dalas .z
Gl @y e A B S el AV L en ety gl Gl 8wl
st Gl o Lalad) Thasl gia Bpall of 8l i) ls Calas) 56 of oS Ul
NEREWY

Al oS mhld Jaleay )silld caysill sas mhaliill Jalee chiay :Kurtosis qhaldll Jolae .~
bl (53 oyl (5% Lt calas IS (Jliaiiy 4dlidg olaad) Jacssll (e 0l Andiya 853
wsl o) o b eabenll Tl e s saladl 8,3 (e Y e e paddial
cCagand) 5yalig ddyhine Als (§5Shw aa gl

Yol ke IS Lganyst i Aledd) cilS 1Y) e andl Jlas) ladl s :Jarque-Bera ¢
o dpjhaal) A jil) of Gl andall asill e Auludl plalisg elgill (R (ulE e
O 0.050+ ST Jarque-Bera lad) A (368 Lovied L liball bl il e
(Hayek, 2018,46)  oauhll aysill ains bl

ool Do ol Slaiie 43S om0 wysill dlaial e e :Probability ddlaay) .o
(39ia0) pil) (30 Ao gana sl (Aliniia) Aisen G 35ny of Allainl Gy (gl ST aaly
S i Al (e Al Al aSTl sl Al oS 1) Smiia JainY) sl (6 Gas
Alules ya Alga 4l aSIAl wygill Ally (365 Lesie Tpaione Mia¥) ajsil) (369 Aliniia ai
(DeCoursey, 2003, 85) -3y af dcgana sl

o) LdBliag Julady g dladll jaki .0
g Uaill Las e adimilly gl sailly eglaill i) Y iy il ) Jyeasl
0S5 o Al e asla anam ) (Yo)V=Y 0 0) giall adall (oslatll Gulaa olaly 8 I
et ginaasy Al Gl ysiar Laldll ULl A (e SEI DA e Allias sl dél) gasd
(LLC) Jlas) slaiel & csasgl) jda e gilgial aaeg oY) Galdll (8 daball agull lgiuse Al
Sl i Ayl are Ao ST (535 ¢(¥) Galdll b 4nils cumje (53 "Levin-Lin-Chu (2002)

Levin, A., Lin, C.F., Chu, C. (2002) .Unit root tests in panel data: Asymptotic . )
and  Finite = Sample  Properties.  Journal of  Econometrics,108:1-
24.
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SSlslls ELAI (

il o) (IS) @hlaaY) Lilas ((INF) admill (gpuiia elinl «Js¥) Gyl xie Y] dubal
cgsiall vie Lagiy)) i

LAl agty s Chow-Test (1960) las) zil slaie by ccublans (0 238 Lo e 2l
HO deasll doca il

et IV HT dbadl Lacajill Jilie PRM ganaatll lastV) z3sail Jod ) uds g

LSl o)) Jsaall 8 Caage Al 4xils ke HLaaY) eha) sy FEM aulll JEY) z3sai Jod
il stV z sl Ljlae diliadly dasdle SY) sxes (FEM) il ) z3sal manss
DA ey OLEaY) il o 2 da)¥) z 3kl (Panel Data) ddolll cllall ddas & (PRM)
cadall Aoayp Jol dain iy Ailian) digina « 0.05 3 e prob.ied =l

da ¥zl Chow-Test JLaal(1) Jgaad

Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects
JLisIChow-Test Js¥) zasaSd BC
Effects Test Statistic d.f. Prob.
Cross-section F 11.026306 (5,70) 0.0000
Cross-section Chi-square 45.307874 5 0.0000
JkiaiChow-Test Sl 73530 TD
Effects Test Statistic d.f. Prob.
Cross-section F 187.401042 (5,70) 0.0000
Cross-section Chi-square 207.966784 5 0.0000
_laalChow-Test Gl Glsys‘\)d IS
Effects Test Statistic d.f. Prob.
Cross-section F 2.878591 (5,70) 0.0202
Cross-section Chi-square 14.585117 5 0.0123
JkaalChow-Test il Ghyf)l SPV
Effects Test Statistic d.f. Prob.
Cross-section F 7.754908 (5,71) 0.0000
Cross-section Chi-square 33.988403 5 0.0000

Eviews10 galin cilajia Ao alaie¥h cfialll dlae) (e Jgaall
2 aa (FEM) z3sall ) saticadll joaiil) i (g dlcaleall Hausman las) slae s

SV sl Jsd ) i g HO Laexed) ol Jladls a3 ¢dany¥) 2 3lill (REM) gz 3sa
4l Cae ¢ LYY elal 2035 FEM Jo Y s A HT 2bad) dos @) i REM Sl
Lagial Wy aaall il Blud) axe (e s Loy Al dacajdll Jsd ¢(2) dsaadl & dnial)
sy (ahlls iy Jg¥) & #3lally (REM) dingie i olail ady 53 a1 «(FEM)
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Gy 5ol ) Gldly Lleail (o 4ued Loy aall dpmjd Jof Gaii U SB35V

4 YY) ziill Hausman JLial(2) Jgaadl

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

JkisiHausmand s¥) g sl

Test Summary Summary Chi-Sq. Statisti Chi-Sq. d.f Prob.

Cross-section random 0.274961 2 0.8716

kol Hausman S8 3 ) saiU

Test Summary Summary Chi-Sq. Statisti Chi-Sq. d.f Prob.

Cross-section random 0.267947 2 0.8746
ksl Hausman bl #3500

Test Summary Summary Chi-Sq. Statisti Chi-Sq. d.f Prob.

Cross-section random 10.016099 2 0.0067

ksl Hausman gl z35e50

Test Summary Summary Chi-Sq. Statisti Chi-Sq. d.f Prob.

Cross-section random 0.056869 1 0.8115

Eviews10 gelin cilsjie Je slaeYh odalll dlae) oo Joaall @

) F e 8 (REM) Slsdad) V) dumgia slaicly cciblies (e a3 Lo e oly
& Lo el LW Laatil) @yise 3 (GRO) (s3bai®y) sailly «(INF) aaail) ((TRA) (o)l
5 ¢(BC) Jlaay) Asall bl (o dai€ alil) g Uaill siaall g peaal) Ll Jo¥) g 35a3Y)
35 (TD) (59! &N gl gy Larins ) A pemal) lagagall duc)li) 550 SB = 35aY)
el U ) Y lea gaen = Adgall cpall @i s(@hlaaY) ila)y I £ 350Y)
& Leailis dasadlly ((SPV) Gsudl il jdi5er )l 39a1 (A (IS) (Suya¥) oalls Jlaa)
(3) () «(£) () dohad
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cBay A I glsal) ) gl Al cldde b Lasasd) clmsadl JH(3) Jssl

(BC) 4uilall 4oaiil Jija 2 (GRO) g3LaiBy) sailly «(INF) aduail) ((TRA) (o)

Method: Panel EGLS (Cross-section random effects)
Sample: 2005 2017
Periods included: 13

Cross-sections included: 6
Total panel (balanced) observations: 78

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.

GRO -1.396401 0.326233 -4.280384 0.0001

INF -0.827043 0.417786 -1.979585 0.0514

C 66.50275 5.892297 11.28639 0.0000

Weighted Statistics
R-squared 0.301995 F-statistic 16.22454
Adjusted R-squared 0.283382 Prob. (F-statistic) 0.000001
Durbin-Watson stat 0.673971

zuay) A ) isadl S pUadl) duall chdde B dasagl chsid Si(4) Jsead

Eviews10 zelin cilsjiae Je alaeYh odalll dae (0 Joaal)

&

%) ¢ G dic digina ¥

(TD) &bl duaiill 5di3a b (GRO) 3 sailly ((INF) piaill ((TRA) (gl

Method: Panel Least Squares
Sample: 2005 2017
Periods included: 13
Cross-sections included: 6
Total panel (balanced) observations: 78

Variable Coefficient Std. Error t-Statistic Prob.

INF -0.220965 0.109522 -2.017541 0.0475

TRA 6.917182 2.704196 2.557944 0.0127

C 64.55567 3.156381 20.45243 0.0000

Weighted Statistics
R-squared 0.931170 F-statistic 135.2858
Adjusted R-squared 0.924287 Prob. (F-statistic) 0.000000
Durbin-Watson stat 0.630382

Eviews10 zalin cilajiae Je alaeYh odalll deae (o Jgaal)

PV v Gian dic Ligiaa *
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clhay) A GIE zisad) Ml gUsdl Al chdge 2 dasdagl cluial (5) Jead
(S) 4dlal) el yéi3a B (GRO) (s3Lai®Y) gailly ((INF) adiail) ((TRA) glail)

Method: Panel EGLS (Cross-section random effects)
Sample: 2005 2017
Periods included: 13
Cross-sections included: 6
Total panel (balanced) observations: 78
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.

INF -0.141959 0.055993 -2.535308 0.0133

TRA 0.027094 0.681236 0.039771 0.9684

C 1.554138 0.848649 1.831309 0.0710

Weighted Statistics
R-squared 0.072814 F-statistic 2.944969
Adjusted R-squared 0.048089 Prob. (F-statistic) 0.058716
Durbin-Watson stat 1.612638

Eviews10 glin cilajiae Je alaeYh odalll dae (0 Joaall @

%) ¢ G dic digina ¥

clay) A gl il Al Uil Aali chdipe A Lasagll claial i (6) Jsad
(SPV) duilal) 4aiil) ydi3a 2 (GRO) (s2baiBy) sailly «(INF) piail) ((TRA) (glal
Method: Panel EGLS (Cross-section random effects)
Sample: 2005 2017
Periods included: 13
Cross-sections included: 6

Total panel (balanced) observations: 78
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
TRA -11.63943 4.651678 -2.502201 0.0145
C 30.19643 5.810824 5.196584 0.0000
Weighted Statistics
R-squared 0.076994 F-statistic 6.339681
Adjusted R-squared 0.064849 Prob. (F-statistic) 0.013911
Durbin-Watson stat 0.777986

Eviews10 galiy clasie Lo alaeYh opfinlll dae o Jsaal) @
%)+ Ggime dic digina *
t b Lo panidn Koy

& (TRA) @il Zay) i (gyine (o) il 2smy o Cdllly SE pladsa) T o

¢ sl Ao «(0.027094) «(6.917182) sl wdlulaass (IS), (TD) didlall desil) (5ydi50
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