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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
fluctuations, while the inflation variable (INF) exerted a negative effect on
(BC), (TD) and (IS), finally, the growth variable (GRO), which negatively
affected ( BC)
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Financial sector, financial development, economic growth,
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(AW hEa) e el e gy Labadiud SSY) yd5all aas ((SPV) Gl illis Hi5e @
Hse e iy Ay ¢ lagl) agul) Goe Sdisal L YT LS laugie Jia 535
GBoadl L)) s gl Ll o juuis L Bale Baad) (s da s (alidild (3 sudl
& lebenas o g cdiiall Lgad e daiall CabatY) e AL BlsY) land slaid
Lage 1252 AL Galoa) 2a3 (3 MWl g Ul o5 (po5 cddlll (3lpu) sy Asaii llc
(Zervos,1998,541) «(Manolescu& Manolescu,2017,6) 43lis<a (3
(L gll) Aieall clyriall
t V) sl o dadgial) Lgalyilhg Al Cpriall Chiias 1
Ligie Lt Slalglly clpalial) g ganas @ladll 7Y e el &5 :(TO) (laall Zlay) .
Aanpaal) Sl ddle 8 Lhadiuls lesd ASY) a5al oliel ¢ Jlaal) Jadll bl o
.(Ho & Bernard,2018,6), (Huang,2010,165)
Slay) Jaall il o 2dll das B il Joeas die yumag ((GDP) (golai¥) gaill LY
Zang & Kim &ldls dola@y) byl (e apaell Ggs aigiall cpe 53 ¢ Syl ¥oally
(2007) Arestis & Demetriades (1996), Baltagi et al. (2009), Law & Habibullah

15 s o1 «(2009), Odhiambo (2012),Gozgor (2015),Peia & Roszbach (2015),
bl ¢ Uadl) daaiy ska 8 Lulag
ity sy cellgiondl Sl i) Q) B (gsid) uailly aie pmedl) & i(INF) aacatl) LY
Boyd et al. (2001), Odhiambo (2012), Bittencourt (2008), dusyaall cilulyal) alass
coyghaig el g Uadll dpati o ai¥anae g liy¥ dulodl Y1 (Ben & Kandil (2014)
& lele anind ualy diss aol IS8 Lo il zile el oSa pa L o Ll
Cun o(dnpagll) i) Whate b Sty o) Wyiie G alias cdauld Y alas wol ol
S g Uadl) daaii h5e b pdimilly (ol saill 5 (glaill Zla) A A1 Aaladll uSas
& «(BC) M) sl il (o i€ aldl) g Uil ] msiaall i yeaall QLY die yuadll
e daciall ) g Uadl daati ydge b Ll cilpaiall el i el A58 Al i cos
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z3sa) s Ly (TD) (L) EDE gl gy Jains A G yemall Cilasagall dos)elid) 55
(@hlaay) dla) o Jiadl Jl g Wl daaii jdse & A dapcagll clpaiall 5 CalEl

hlaay) Sl g Ul ise B il sl
aly (IS) Spa¥) S¥oalls Jaay) Asall i) ) jlaa) clea poes — Ldsal) cpall cilaiag
Sl g Uil daass yde b bl g 3lal) 8 Sadinal) Linpcagill il i Al Alaladl mass
: b LS5 ((SPV) Gsudl it 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}

(QTD =By + B1TRA + B, GRO + B3 INF + ¢

syl i dagia LY

G oals ISy 5aV1 A3V 3 GG Lilas) (Panel Data) dssajell bl oS
Labatd) ULl (e IS pailiad G gedll o 5358 (e 4p ant W dllally dabeaidy) byl
(Gujarati, saaie clyjiady Gl Aalin ae dalai Lgig€ gl @y 8 Al Jadldly
Lpakaidll Al Clajid maalsll e ol o Galaall e A< Wiallee e 5le 2004,636)
bl e Jalaill 29 . (ReyNa, 2007, 2) diuic yueg shalie it & gsdsll o i) &5 (e
ot daalad i) zalia 3D Green (2002) I Ui gy dagyal
(Pooled Regression Model) (PRM) saseaill jlast¥) z3gall .

sle 2ty 3 ¢ (panel Data) adshll bl Jias 73l Jasd 0 (PRM) z3sail aey
Cadlas) il el il Jegs @lldy g5 csail) e By 5 By gasel) clales paes il ial i)
lgae Jalally (Hiestand,2005,43) dshll clblall dand dalaty oz 3salll 3 G0l ailiadl)
O aciaal) puaidlly el iyl ad i e Jaas Cus ((Time Series) die) JudlosS
(N* pylaie cilaalie anas duie) Aluses ¢p5ST8 ¢) 305 Laadabe iy de sane Jol 0 ol ¢ Jusludia
Wasll os oy E(g5) = 0 kualls Slsdiall Uadll dadgiall dail) (55l 7 35a) il s T)
OSa < all OLS dplall (grall clasyal) &k aladiuls ¢ ar(gy) = 02 culs Jlsaal
vl NI cls s (Efficient) s.ully (Consistent) @lua¥lh cruan cilpsds e Jsanll
(Gil-Garcia & Puron-Cid,2013,205-206) (Al-Omari & Al- el jes classll aaal

Hait, 2016, 883)
P A daall paseatll il #dsal dan
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K
Yie=a; + Z B; Xj(ity + &t
i=1

i=12 ., N t =120, T (2)

(Fixed Effect Model) (FEM) culall 31 = 3gail .

Lailaie jeg 5aalie e WD) 2sag palyl e (FEM) culill 59 2300l aiiy
S alalsiS Lgae Jalaing (el Judbudll) Liaill ol (ISHal ¢ paldd) (ol o) dsadaial elgus
Geny ol (Cross Sectional) ab U caas caglis culsi 39ag 7 35a) dit ol ((Constant) culss
eaiily cadinall juaiall (A Bigally saaliall ye JBY) CalaSial Cangs (Time series) 4w 8 JS
(Least-Squares Dummy (LSDV) dwasll culyusiall (gyrall culasyall dassh aaiios culsill oda
gl dhal (t-1) 5 Jsall Jial (N-1) 23e daeny i Ao (g53a3 Sy Variable Model)
Bapall jeling Anll el Clangl) G 3o dlly SBURY) #3501 130 Sy G Lo g9 g
t V) al) ez 3padl Al

k
Yie=a; + Z Bj Xjir) + &t
i = 1,2,.....,;\71 t=12,....,T (3)
a; =ag tu;
(Clark et « i _y(o,07) <l Culis « hea Jaugior Tl Jsn Lands Lilgdall cllad¥) 550 3
(Al-lragi, 2018, 71-104) al.,2010,7-8)
(Random Effect Model) (REM) lséall ) z35ai .
dgadaiadl JBY) ae (REM) Slsdad) Y1 z30all daley «(FEM) il 51 #3saf CDa o
dpadaddl) SV o Gl ) g 3sad) 138 st (ol Al allae Cacals Adlsdic allae gl o Gl
A Aflgde ClipSaS Ciliaty caame (pling Hheall glue aussy Al d8lsde Cilpitie oo Al
Gl iy Algdall DBV cp Tali )Y Glie sag ¢ pulad (il ) z39al) 138 aiiey Il cUasl
(phall s b ol die IS o Algs IS o 2 35a) 138 it (AT Blansy cdupnsitl] £ 35ad))
Uil lipa g dgail Ulad adde llay cdiailly dundaiall HBEY) (e S o z30a) elginl s i
(sl Tasll Jals Llpdall JEY) Cpacail Tk ccplll <isSe ol ((Error Component Model)
:45Y) Lnall (REM) Slsdall S5 z3gal 22 @llng (ladll uia o allsinl iy

K
Yie = a; + Z B; Xj(iry + €t
i=1
i=12....N t=12..T (4
€t = U+ &t
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G o lgudi (OAY) Adlpdall sllad¥) Gailad e € ) Uadd) s of Gl il
(Var(€ei) = 0%) b culiisg (€5 = 0) Liwall Lislue dadgial) 4iad
(g asald) Cilabea oo dlee (8 e Uad ) sdiall Lol 55 (00 e Lo sun A9
I3 Slpdall il 3gal Clala i 8 (OLS) LakieV) (grall Clasyal) diyla mlai ¥
=l (Generalized Least Squares) (GLS) daarall (gyrall cilasyall 4oyl Glaig L sale
Al-lraqi, (Gujarati,2004,647-649) msiall JSalL Jlsdall SV zasal cldes i
(Bashar, 2017, 445-474)
U (Panel Data) dasajell llall #3la e (e daede JSYI z30alY) laals
oflaye pe Ol Gaand i (pilias) (lial eha) o daladl
) 2350y (PRM) (graanill a1z 3gail oy Alalaall Fisher kol ¥ dlasall b prdiey
(PRM) oanil) JlaatV1 7 3gail daeDlag dubiadl ) il bl 136 . a3 (FEM) il
eyl Ayl aladiels 7 35al) a8 & o5 ey cdasDle V) oyfiadg Ala el 230 ie Calgn clilll
(FEM) el 591 & gl daeDag dbadl ) i) Ll Jla 8 Ll ((OLS) Labiie V1 (gyoeall
<l yillly (FEM) &l @il adgal oo &laall Lalally padinll (e 40l dlasall ) i
-(Clark et al.,2010,25-27) Hausman (1978) ,laa) sula (REM)4lsial)
Al cpiial Alasy) Ciuagl) . ¢
Liagyaally Lyl hrie ULl Ll Glead) (alyind dsbeasll Glilasl) aniind
o in ) Lis g Aol Ghdgally il Jon Ao ladle J355 1g3e< (V) Gald) b
Glilasy) ass Cun cblall o) Jalatl) el U385 Le sale Lgild Il bl agussl) ulas
Slaly Yl Lgie AlglaS ¢ Slas) dlobe o UL o)k Lee dale clalad) asity Lubeasl
Gl Y L lgie ala) o lgde alaeY) (S cleseaall Ga Bgald) Y] ddlaaly oA
lgagd (e o8 ) lelsng caagas ST Cagyla b clilil) e daadly ST cilalinad ol 8 ac s
1Y) oY) laaV) Carmsl) Jaidy Lo sales Algges ST 5ygems LSl ety
P e aill GGal sV Coagl Whatinl FY) @l e :Mean bl bugl)
Al alall Jauegial)
o iy Ledie Allall (bl el Jacgia of) Jawsll el o :Median gl .o
i sliels (GO olat¥) Chuasl Ugh Lalie dassll aang « SY) ) Saal) (e il
acgiall e A8yl il dyalees
Al die b Alulull Wially gguadll aill 4 :Minimum, Maximum s sy el .
chaial yual (Sl olaV) Cras e s
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On A magy G ccndill Sluatiy 48y ST g8 ¢ Std. Dev.glaall Glay) L&
van Al dasilh maw Lo wgidl e @l ) oleall ldhugy adl) degans
(e L o G JS8 o) Lada s 435S i (0 il s Jon cilaliay)

owd s bl degena g (A Jilall pae (ubie sag :SKewness sl dalas .z
il @y e EG B S el AV g en ety ool Gl 8wl
ot Gl o Lalad) Thas) gia Bpall of 8l i) s Calasl 56 o oS Ul
NAREWY

Al e whal Jalaay gojgille caygill sas wdaliill Jalas Ciay :KUTtOSTS elalill Jalas .
bl (63 aysill (5% Lt calas IS (Jlimiiy 4alidg olaad) Jacssll (e ol Andiya 85 )3
wsl o) o b eabenll Tl e (s saladl 8531 (e Yy e e paddial
cCagand) §yalig ddyhine Als (§5Shw aa gl

Yol ke IS Lganyst iy Aledd) cilS 1Y) e andl Jlas) laal s :Jarque-Bera ¢
o dpjhaal) A jil) of Gl il andall aisill e Aol lalisg elgill (R (ulE e
Ol 0.050 LSl Jarque-Bera [lad) dams (5S Laxiad L cbiball andall sl e
(Hayek, 2018,46)  oxuhll aysill ains bl

ool Do ol Slaiie 43S G (0 iyl dlaial e e :PrObAblity ddlaay) .o
(39ia) il) (30 Aegana sl (Aliniia) Aisen G 35ny of Allainl Gy (gl ST o aaly
S i Al (e Al Al aSTl sl Al oS 1) Smiio JainY) il (6 Gas
Alules ya Alga 4l aSIAN wygill Al (365 Letie Tpaione Mia¥) ajsil) (369 Aliniia ai
(DeCoursey, 2003, 85) .3y aff dcsana sl

o) LdBliag Julady g dlaill jaki .0
g Uaill e e admilly gl sailly eglaill i) Y ity il ) Jyeasl
0S5 o Al e asli anam ) (YoIV=Y 0 0) giall il (oslatll Gulaa olaly 8 I
et giiaasy Al Gl ysiar Laldll ULl Ahia) (e SEI DA e Allias sl 4él) gasd
(LLC)d lmal alaiel 5 casgll jda o ilgial ares oY) Gadall (4 &slull asun)l) Liuse allg
Sl i Ayl pre e S (g3l ¢(F) Gald) b aails cumse (3 "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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il o) (IS) @hlaaY) Lilas (INF) sl (giia elinl «Js¥) Guil) xie Y] dubal
cggienall die Leginy]yiin

Okidls sk Cus Chow-Test (1960) los) mils slaeby cCilidars (g a3 Lo Ao 3Ly
HO daesall dua il

et I HL Aol Lacajill Qe PRM . gasaatll JlassV) z3sail Jod ) ads g
LSl ¢()) Joaall 8 Caage Al anils ke HLaaY) ehal) s FEM dlll JEY) z 35 Jod
el stV z sl Ljlie diliadly dasdle V) sxes (FEM) i) ) z3sal manss
P ey LY il o s A V1 23l (Panel Data) &dshll il ddas 3 (PRM)
cpdall duia ol danagig Ailany) aligina ¢ 0.05 1) (e prob.iad (bl

da ¥zl Chow-Test JLasl(1) Jgaad

Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects
JLasIChow-Test Js¥l z g BC
Effects Test Statistic d.f. Prab.
Cross-section F 11.026306 (5,70) 0.0000
Cross-section Chi-square 45.307874 5 0.0000
JkaIChow-Test Sl 73530 TD
Effects Test Statistic d.f. Prab.
Cross-section F 187.401042 (5,70) 0.0000
Cross-section Chi-square 207.966784 5 0.0000
JkasIChow-Test il » 353U 1S
Effects Test Statistic d.f. Prob.
Cross-section F 2.878591 (5,70) 0.0202
Cross-section Chi-square 14585117 5 0.0123
JkaalChow-Test abll z 353U 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 zliy cilajie e alaeYh opfialll dae) (4 Jgaall @
2 aa (FEM) z3sall ) saticadll jaiil) il o dlcaleall Hausman Lol slae s
SV sl Jsd ) i g HO Laexal) dpcadll Hlidls a3 ¢dany¥) 3kl (REM) gz 35a
Al Cae ¢ LYY elal dess FEM o ) s A HL 2had) G @) i REM (Sl
Lagial Wy aaall il Blud) axe (e i Loy Abadl dacajdll Jsd (2) dsaadl & dnial)
sty (ahlls Cllilly Jg¥1) & #3lally (REM) dingie i olails ady 3 aY) ((FEM)
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Gy 5yoaall il Gldly Lbeadl (o 4ued Loy aall dpmjd Jof Gaib ¥ SB35V
. (FEM)Zagad

4 ¥ zilall Hausman JLisl(2) Jgaadl

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

SkasiHausmand s g sadd

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

Cross-section random 0.274961 2 0.8716

ki) Hausman S8l z 355

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

Cross-section random 0.267947 2 0.8746

kas) Hausman Gl - 3sa50

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

Cross-section random 10.016099 2 0.0067
_kaal Hausman gl z 3550

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

Cross-section random 0.056869 1 0.8115

Eviews10 zaliy cilajiae Ao alae¥l pialll dael (e Joaall @

) s 8 (REM) Slsdall 5Y) dungie slaicls «bhes (o o35 Le o oly
& lgie el LW Laatil) @yise 3 (GRO) (sabai®y) sailly ¢(INF) aaail) ((TRA) o)l
35 «(BC) laa) adll il (e G alall g Uaill - giaall 8 peaal) Glat¥L Jo¥1 z35aY]
5 (TD) (odsY) AN il gy Jains ) A yemall lygmngal) ) lid) 5855 B £ 35a))
) @l el Glga mes = Alsal) cpall i (@l ila)y ) £3sa)
o 1ead aaally ((SPV) Gsall il jdi5er wll z35ai) g (IS) (Sipe¥) S¥salle Jleay)
(3) (2) «(£) () Jslsd
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AT SRy,

cay) gy gisad) ) pladl) daii cpbde b dasagl) chuial (3) Jsaal

(BC) dullal) 4aitl) yii3a B (GRO) (s3bai®) gailly ((INF) pduzill ((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.
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

Eviews10 zliy clajyie Ao sVl Gfialll Jee (0 Joaall

%) ¢ G dic digina ¥
gLay) A A gisadl ol g Uall) duali cdife b Lapiastl chssall Si(4) Jsaad

(TD) dallal) 4aiil Jii3a 2 (GRO) (s3bai®) sailly ((INF) pduzill ((TRA) glail

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 gliy clajise o bWl piald) dee (e Joaall

PNV v Gian dic Ligiaa *
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5S1,2lls ELAI

glayl i Gl zisadl) ) pladl duali clhdipe A dawagil cluial Si(5) Jsad
(IS) 4Aullal) dpaiil) e ga (GRO) g.su:é‘z\ $ailly «(INF) aduaill ((TRA) gylail
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 gliy cilajie o alae¥Wl pfalll doe (o Jooall @

%N+ (gsima dic Ligina *
clay) A gl zisadl) bl Uil At chdipe A Lasagll claial i (6) Jsad
(SPV) dullall daiil) ji3a b (GRO) (saLai®y) gailly ((INF) adiaill ((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 4651678 | -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 gliy cilajie o sl pfalll doe (o Joaall @
PV v s dic Ligiaa *

Pl L pani oSy
& (TRA) il V) juid (grine () 5B agmg e GIEl, B Gladsal) S
(sl e ¢(0.027094) ¢(6.917182) wialy cdlalaass (IS), (TD) Gl dnatill (5)d50
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e @bl L) 58 o sl A daatl) ciluhally Akl JBY) ae s ol L
c el g Unall dpali a3a0

L) daatl) yige B (INF) pdcail) el (ggine olu il agng 2D z3lll <l o
e (0.141959) ((0.220965) «(0.827043) il =dalaass (IS), (TD), (BC) &l
Clgiadl o e @Sl Al Gaatl) cluhally Ll LY ae Gilse ela Lo say o sl
Ll g Ul Bpats (s pdail) (e Aniyal)

Lailia (BC) &bl Laatill 550 8 (GRO) (Mo Aadl) i) g3 jisal lodl Y cls @
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