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Abstract

The research aims to provide a comprehensive and in-depth picture of the
theoretical frameworks and empirical studies that framed and explained the
mechanism of transmission of direct and indirect influence through which
the budget deficit can play an important and prominent role in interpreting
the performance of the stock market, as well as building a quantitative model
capable of clarifying the size and direction of the impact The budget deficit
and some other controlling variables (inflation, interest rate, economic
growth, money supply) as illustrative variables, in the stock market
performance indicators, which were expressed by the market index, the

market value of traded shares, and stock turnover being response variables,

for a sample of Arab countries (Egypt, Jordan, Morocco, Oman, Tunisia,

Lebanon, Bahrain) for the period (1997-2019), To achieve this, it was relied
on the aggregate regression methodology (PRM), the fixed effect model
(FEM), and the random effect model (REM), which are based on the

balanced double data (Balanced Panel Data), in order to obtain results
closer to reality and reach an analysis It can be used in investment decisions,

and the results revealed the participation of the budget deficit in the negative
impact on the stock market performance indicators for the sample countries,

Decision makers must move towards financing public debt by means of
stimulating the bond market, through the use of non-inflationary tools.

Keywords:
Interest rate, inflation, money supply,
performance indicators, Balanced Panel Data.

stock market
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Eviews 10 gliy zil e alaeYh cpfialll dae] o J<EI 2 jaaal)

4yl cpiial Panel Data J) @by 4@ Levin-Lin-Chu,2002 JLad) gl 1(2) Jeal)
‘D‘M - “‘ - '0" Y

Level First Difference
Variables None Intercept AW.@:Q and None Intercept Trend and
ntercept Intercept
G 2212592 | -1.59169 | -2.33366 |-13.9846 | -10.6779 -9.31333
Prob. 0.0168 0.0557 0.0098 0.0000 0.0000 0.0000
IF -0.9876 | -2.17174 | -3.26029 | -17.2864 | -12.6908 -9.65895
Prob. 0.1617 0.0149 0.0006 0.0000 0.0000 0.0000
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a2l adlall Blswll Go dius clal 9 &jlgall jxe yil

- \\‘\g\ q’"
N4 N
W\9l=llg L=l ‘f
Vs
Level First Difference
Variables
None Intercept Trend and None Intercept xend and
Intercept Intercept
Sp -0.33224 | -0.05509 0.77196 -11.1952 | -9.15068 -8.55589
Prob. 0.3699 0.478 0.7799 0.0000 0.0000 0.0000
D 0.04433 0.27118 1.1945 -7.06171 -2.81156 -2.44992
Prob. 0.5177 0.6069 0.8839 0.0000 0.0025 0.0071
T -0.03069 | -1.7098 0.48498 -11.2956 | -9.55368 -7.98174
Prob. 0.4878 0.0437 0.6862 0.0000 0.0000 0.0000
M2 3.9435 -3.26223 -1.06366 |-8.97919 | -7.16854 -6.87223
Prob. 1 0.0006 0.1437 0.0000 0.0000 0.0000
R -3.98404 | -4.40473 -0.95191 |-7.38115| -4.36173 -4.12567
Prob. 0.0000 0.0000 0.1706 0.0000 0.0000 0.0000
Tu -3.7673 | -2.50715 -0.9703 -14.0812 | -10.9501 -7.26782
Prob. 0.0001 0.0061 0.1659 0.0000 0.0000 0.0000
In 0.25498 | -0.05267 1.43128 -8.37718 | -4.51207 -3.5124
Prob. 0.6006 0.4790 0.9238 0.0000 0.0000 0.0002

Eviews 10 el o alaeVl opbaldl slae] e Joanll 1 jaaal)

4a3l cuSadl (gl Chow-Test (1960) slad) =it e sldieWhy ccibdaza (e pa28ile A (10
el Y z3sad e (FEM) culill 51 zsal dusads ) ) i (s ¢(3) Jsaall b
Uil 4ainfig dblasy) duigine %5 ) sals Prob. ded jslas axs Jlas¥) e of 2 (PRM)
O 39a dagaiall Cllull Julat b a2al) dua

Odsaidd Chow-Test ksl :(3) Jsas

Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects

JLi3IChow-Test Js¥) zasaSd VA
Effects Test Statistic d.f. Prob.
Cross-section F 9.728 (6,150) 0.0000
Cross-section Chi-square 52.916 6 0.0000

JLidIChow-Test i) zigaidd TU

Effects Test Statistic d.f. Prob.

Cross-section F 30.176 (6,150) 0.0000
Cross-section Chi-square 127.456 6 0.0000

Eviews10 zalip alsde Je alaeWh ofialll dlae] e Jaal) 1 jhaall
Yz 35wl Alaliall (iasali(4) Jsanll b 43l dag yeally Hausman [las) e slae YU
zole 525 %5 1 eProb. dad (aliddl a3 (REM) SJlsdall ) #3sals (FEM) culdl
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S 7 35050 Al e jil) s ((FEM) culill 51z 3l 5Lasls Jo¥) 7 35a5 el Lo jd s
(REM) Ssaall ) dungia jlidl slasl adsy (g3l 5aY) %5 11 e Prob. ded ¢ lisy) DA o
(it Hausman JLa) :(4) Jsaad

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

Jds¥) zisadd Hausman Las)

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

Cross-section random 4.832 4 0.3049
8 735050 Hausman jLas)

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

Cross-section random 8.637 4 0.0708

Eviews10 zabin s de Je alaeWh ofialll dlae] (e Jganll 1 jaaall
IV 239D (5) Jsaall 3 asilis Liagedll (FEM) il 391 z3sail slaiel o I by
(VA) Uglsial) agud 2lea¥) Lol
pgudd ddlea) dasll) pdiga (8 Adalial) clpiially daspual) deslaeadlpiiia S i il 1(5) Jgaad)
(FEM) culdl) 590 g isas®y Wy ddglaial)

Method: Panel least squares (Cross-section random effects)
Dependent Variable: VA

Sample: 1997 2019
Periods included: 23

Cross-sections included:7
Total panel (balanced) observations: 161

Variable Coefficient Std. Error t-Statistic Prob.
D -0.206 0.081 -2.532 0.0123
IF 1.1+ 0.457 2.407 0.0172
M2 0.193 0.069 2.763 0.0064
G 2.251 0.605 3.719 0.0003
C -6.619 8.371 -0.790 0.4303
Cross- section fixed (dummy variables)

R-squared 0.188 F-statistic 9.052
Adjusted R-squared 0.167 Prob. (F-statistic) 0.000001
Durbin-Watson stat 0.727
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(G) la®Y) sailly ((M2) sl g o(IF) asocaill s(D)alad) cpall o JSI 5l digine
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el Alaal) Aadll ji5e a3 526 S @V Y (sl e (2.251 ¢0.193¢1.100)
cl i) o3a i vie Alg)aial)

(G) golaBY) ailly ((M2) 2 mpes ¢(IF) pdailly ¢(D) alad) coal) Syiie & il jud Y
Al gDl Adlaa V) Al ji5e e 3 kil (se % .18.8388 il

byl il b ((R) 835U jewss ¢(SP) (oasSall Gl (T) ihpall & Aliaiall ol paiall clid .o
Aaball due Gl Al agudd Lllaal) daill Hdse zisall & (gyinal

S 2350 (6) Jsanl 8 anilis g puall Slsdall Y1 23l Lo slaie¥) &5 caats Lad Yl
(TU) pged) Ol Jana sidge G Jiaially
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Method: Panel least squares (Cross-section random effects)

Dependent Variable: TU

Sample: 1977 2019

Periods included: 23

Cross-sections included:7

Total panel (balanced) observations: 161

Variable Coefficient Std. Error t-Statistic Prob.

D -0.136 0.057 -2.376 0.0187
SP -0.949 0.456 -2.081 0.0390
T 1.511 0.468 3.227 0.0015
G 1.036 0.455 2.274 0.0243
C 20.84 10.65 1.956 0.0521
Cross- section fixed (dummy variables)
R-squared 0.173 F-statistic 8.214
Adjusted R-squared 0.152 Prob. (F-statistic) 0.000005
Durbin-Watson stat 0.218
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t b L (6) Jsaall 8 daasall i) i gig
@Y sailly ((SP) (oasSall LNy ¢(T) ilpally (D) lall cpall (e JSI il digina )
(TU) ) G2 830 4 ¢(G)

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (s 91,J| duoii

YSo pp- (225-243-38) .o March Y+YY ,I5] <No. (YY) g Vol (£)) 2w



a2l Aol GlgawVl oo Winc sIsl (8 @jlgall jxe il 7,
N4 Y

S9l,=lly Lozl

Gilually (galaiBy slaiall pe pgad) hsd Jaae 50 b ¢(D) lall cpall il ) EY1 38155 Y
ol alass) of N i g (TU) ped) s Jane sdise b 38l o3a iy AUl daw ol
cplall Cpall dalaa (b uxil olas) (S gV Glygd s (o (iSaisn gasaa 3aly dalaa ol
Ghidl e (TU) gl hyes Jane ydse & ((G) sbai®¥) saill uaidd oa) V) 38l ¥
Jae ydge (Rl ) gaam grna 2aly okt b)) saill g liny) o ) el 3 ¢ galaiy!
1036 )aies aga) oyl
oaleas) of ) La) sl golaiBy slatall Liailia (SP) asSall V) juaial bl 51 els ot
el 35m5 ¢ 0.949 Jalews agull (hsy B3L) o danses prma aaly ik o sSal) LY
asSall Gy gl of palans) ol ol ¢ S Qllall i€ e eha sasSall GLEY) of ) ells
(sSall 3Lyl Galad) o Uadl) Bl o il s calidy (530 ASH ldal) JSua st S agesas
O slo pat A Laaball Y dam L) Lo galdl) g Uil 5,8 Cavia e Gl oo giules
GhsY) (g el 8 Tl 355 Laysay Al 528 e £ Ul 3 ageiies oosSall GBlY) 8 5230
AW
Ghial Ladlia ((TU) aged) ohss Jaee Hdse & (T) ibual)l aid e ) ols o
Jalaas age) g3 Hige o et na saly laias el g Usy) of () s 3 ¢ galeay|
e bl B agul¥) e Sdisay iyl dauSe DS Jsag ple mayy <Al sl Ly 1.511
Ayl Ll 8Ky upall Col) g ol lasl dalsall (e desana N Al
Cragadl 38 ((53Lai®¥) saille casSall 3L cilpialle alall cpall) cbyusiall o Jubaill peilis cupglal
ol L Vg cdiml) Jsn & aged) 0hsd Jane b Alalall cyiil) (e %17.39 dias e jausis
+(0.1739) sy Gun anaasl) Jalaa daid 4d)
Sl gl Lyl ) 3 (M2) sl (e (R) 58U e (IF) pdocaill i) clié LY
2019-1997 s5ally dudpall die lalll agudll Ghygn Jona Hige
AR )
ela¥) Cangll QL GhsY) Gow el e Aslsall Jae 4w o oSa W V) duly i<y
(lld Sl (sl 23508 ((2019-1997) s5alls L sasl Lanyall AL 3! Gloasl (e 13800 canll
Aozl DA e @lldg (A8l @bl eyl ) 3D 3 A il Sl jally byl aal oalpeial &5 3
3 «(Balanced Panel Data) d3j)siall dagajall clilully dficially &iaall olamiy) duldll clsa!
Jaxa sdiag Alglial) agudll dlaa¥) dedl) Hdge o ) SV a5l Sae i o gl cuuse
Alad) cpal) asa pad ol Alall GhgY) Gom Jaads iyl DLAN (3300 o ina ) L agud) Gy
e alall ) Algas Balely ety ol alasiad (DIA (e Gl cclaind) Gsed Andid) bl

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (s 91,J| duoii

Y51 pp- (225-243-38) .o March Y+YY ,I5] <No. (YY) g Vol (£)) 2w



T AL,
s Rarsy,

aw 2l adloll Blgawll (o @ac sl 8 @jlgnll e i &,

S9l,=lly Lozl

e Joll LI LY Gom b dsln ol A Gaally JaY) Bl el Jladiad Dilee Pla
Gluadl jlaal Gl e elld gy Al BhsY! G b elgln 2 dbigla Jlal il Gl (g eyl
Gl (8 L QST [l jsgend) (L leashs duasSall

Referenec

Al-Juhani, Eid Abdullah, 2006, The Effect of Government Deficit on the Profitability
and Exchange Reserves of the Banking System in Saudi Arabia, King
Abdulaziz Journal: Economics and Management, 20: 81-99.

Aisen, Ari & Hauner, David,2008, Budget Deficits and Interest Rates: A Fresh
Perspective Prepared by Ari Aisen and David Hauner, IMF Working Paper,8
(42):1-19.

Al-Ahmad, Zeina & asaad Yara,2016, The Impact of Firm Characteristics on the Level
of Its Social Responsibility Disclosure (An Applied Study on Firms Subject
to the Regulations of the Syrian Commission on Financial Markets and
Securities), Tishreen University Journal for Research and Scientific Studies
-Economic and Legal Sciences Series,38 (1): 247-266.

Alam, M.M. & Uddin, M.G.S. 2009, Relationship between interest rate and stock
price: empirical evidence from developed and developing countries,
International Journal for Business and Management,4(3):43-51.

Al-Dabbagh, Nawar Kanaan Hussein,2020, The Main Factors Affecting the
Development of the Financial Sector "The Countries of the Gulf
Cooperation Council are a Model", Master Thesis, University of Mosul.

Al-Dulaimi, Ragheed Imad Al-Din, 2006, The Impact of Inflation on Arab Capital
Markets for the Period 1996-2002, Master Thesis, College of Administration
and Economics, University of Mosul.

Algamal, Zakariya Y,2012, Selecting Model in Fixed and Random Panel Data
Models, Iraqi Journal of Statistical Sciences, (21):266-285.

Ali, Wissam Hussein, 2013, The impact of inflation on the performance of the Iraqi
stock exchange for the period (2005-2011) using vector error correction
model (VECM), Anbar University Journal of Economic and Administrative
Sciences, 5( 10): 77-95.

Al-Jubouri, Sawsan Karim Hodan, 2015 Equilibrium relationship between the budget
deficit and foreign cash reserves in Iraq for the duration of the test (2003-
2013) using - Model Johansen-,Al-Qadisiyah Journal of Administrative and
Economic Sciences, 17(3):168-190.

Al-Mamouri, Amer Omran Kazem and Al-Zubaidi, Salim Rashid Abboud, 2014, the
impact of exchange rate fluctuations on the general index of stock prices, an
applied study in the Iraqi stock market for the period (2005-2011), Journal
of Administration and Economics, 3(12): 129-157.

Choi, K.-H & Yoon, S.-M. 2015, The Effect of Money Supply on the Volatility of
Korean Stock Market. Modern Economy, (6):535-543.

Hani, Mohamed, 2013, Economic Cycles and the Mechanisms to Control them, the
Case of Algeria (2000-2012), Master Thesis, Faculty of Economics and
Facilitation Sciences, Dr. Yahya Fares University.

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (s 91,J| duoii

YEY pp- (225-243-38) .o March Y+YY ,I5] <No. (YY) g Vol (£)) 2w



a2l adlodl BlowwVl o Qs eIl N9 &ijlenll jxe il

S9l,=lly Lozl

Hasan, Zubair, 2018, Deficit financing in developing countries: application and
consequences, MPRA Paper, N° 89654, Munich Personal RePec Archive,
October 2018.

Jadhav, Arvind&Neelankavil, James,2011, Deficit Financing — Causes, Consequences
and Potential Cures, Journal of Applied Business and Economics, 12(6):83-
99.

Kanaan, Ali & Aljashi, Mohamad,2018, The Effect Of Monetary And Fiscal Policies
On The Volatility Of Stock Prices In Turk, Tishreen University Journal for
Research and Scientific Studies, 40 (4):265-283.

Khashnaw, Sabah Saber Muhammed, 2019, Analysis and measurement of the impact
of public budget deficit and money supply at the general level of prices In
Iraq for the period (1988-2017), Anbar University Journal of Economic and
Administrative Sciences,11(25):20-58

Lahsan, Dardori, 2013, The State’s Public Budget Deficit and Its Treatment in the
Positive Economy, Journal of Economic and Administrative Research,
(14):103-120.

Mousa, Mansouri Haj and Abdul Latif, Tibi, 2018, The impact of inflation asymmetry
on stock index returns using NARDL methodology A case study of the Saudi
stock market, Afaq Scientific Journal, 10 (2): 239-255.

Munshid, Helmy Ibrahim, 2004, Analyzing and measuring the phenomenon of double
deficits in Egypt, Tunisia and Morocco for the period (1975-2000), PhD
thesis, College of Administration and Economics, University of Basra.

Osinubi, Tokunbo Simbowale, Risikat Oladoyin S. Dauda, & Oladele Emmanuel
Olaleru, 2010, Budget deficits, external debt and economic growth in
Nigeria. The Singapore Economic Review 55(03): 491-521.

Razzaq, Hassan Muhammad Jawad, 2011, The Impact of Monetary Policy in
Emerging Financial Markets, Master's Thesis, College of Administration and
Economics, University of Karbala.

Saleem, Faiza, et al, 2012, Budget deficit and stock prices: evidence from Pakistan
and India, Interdisciplinary journal of contemporary research in business
,4(5): 176-185.

Taha, Israa Abdl-Qader&, Al-Iraqi, Bashar Ahmed,2019, The impact of fluctuations
in the exchange rate of the Iraqi dinar in some of the indicators of Iraqi
market forsecuritiws, Kirkuk University Journal of Administrative Sciences,
9 (2):117-136.

Yeh, Chih-Chuan& Chi, Ching-Fang,2009, The Co-Movement and Long-Run
Relationship between Inflation and Stock Returns: Evidence from 12 OECD
Countries, Journal of Economics and Management, 5(2) : 167-186.

Younis, Mufeed Thanoun & Imad Al-Din, Ragheed, 2009, The Impact of Inflation on
Arab Stock Markets, Al-Rafidain Development Journal, 31(93): 9-22.

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (s 91,J| duoii

YEV pp- (225-243-38) .o March Y+YY ,I5] <No. (YY) g Vol (£)) 2w




