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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 val ue 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 = Ll gl

Date: 08/26/05 Time: 02:19
Sample(adj usted): 2001:09 2003:12
Included observations: 28 after adjusting
endpoints
Standard errors & t-statisticsin parentheses
M1 SHARE
M1(-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 sg. resids 0.001416 0.010618
S.E. equation 0.011348 0.031069
F-tatistic 76.36190 38.98447
Log likelihood 98.75465 70.55367
Akaike AIC -5.839618 -3.825262
Schwarz SC -5.030779 -3.016424
M ean 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
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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(adj usted): 2001:07 2003:12
Included observations: 30 after adjusting
endpoints
Standard errors & t-statisticsin parentheses
M1 SHAR
M1(-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 7. resids 0.025163 0.021378
S.E. equation 0.038473 0.035462
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F-gtatistic 52.74988 92.86762
Log likelihood 63.68533 66.13069
Akaike AIC -3.379022 -3.542046
Schwarz SC -2.771836 -2.934861
M ean 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(adj usted): 2001:03 2003:12
Included observations: 34 after adjusting
endpoints
Standard errors & t-statisticsin 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)
M1(-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 sg. resides 0.018929 0.165543
S.E. equation 0.025548 0.075554
F-dtatistic 354.2043 136.1956
Log likelihood 79.14466 42.27914
Akaike AIC -4.361450 -2.192890
Schwarz SC -4.136986 -1.968426
M ean 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
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