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Abstract

The study aims to study and determine the impact of Financial Depth, and through a
set of indicators expressed, on the Financial Soundness index, expressed in the Z-
Score index in Gulf Cooperative Council States (GCC). To achieve this, the research
adopted a Fixed Effect methodology (FEM), Randomized Effect (REF) based on
Balanced Panel Data for those countries and for the period (2000-2015) to reach 96
study views. The results of the estimate showed that the overall index of total
deposits as a percentage of GDP, as a Financial Depth indicator, had a negative effect
on the Financial Soundness expressed in the Z-Score index, While both private credit
as a percentage of GDP and the Money Supply as a percentage of GDP, as indicators
of Financial Depth, failed to demonstrate their impact on the Financial Soundness
index

Keywords: Financial Depth , Financial Soundness, Panel Data, Fixed Effect
Model (FEM) , Random Effect Model (REF), Z-Scope index.
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(2006).Financial Sector Assessment Program: EG Review of the Joint World Bank and IMF

Initiative.
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Bae e 58I ) g satclj o=ldll Glasg e Gl Aty Gleadlly adiall Joltt gt Caadds
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Schinasi, Garry J., 2005, Preserving Financial Stability, International Monetary Fund, pp. 9-
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Source: The World Bank ,2013,Global Financial Development Report
Rethinking the Role of the State in Finance, p.23.
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(2005) .Econometric Analysis of Panel Data. 3 ed. John Wiley & Sons, Ltd, 4-9.



..... Yoy o Y e agall a oppladl e s 3 W AL e 3351y QUL el

bl e

A i) dpei by 320l o alaieV) & a8 gy bl (A ASEe b gl e Ciags
sl el e 3ylall (World Bank’s Global Financial Development Database) 4sallall
Al Lalal) Gl gpes e Jseaall
Zisadll Clpita .

iser iy L aldie) 2 388 L) AL ke (e el 2(adinal) Liall) (FS) 2l AL )
Ala b lid) o dpadl Sleall 5,8 dadipall died (a8 @A) ¢ padl ¢ Uil ¢ sendl 'Z-Score
fagall Coaliall e 2y @l ga ¢ ) il Alla b gl dllaa) oo alaly L1y Aol
, Sajjan (2016) cluly lgies LI L) e ueill ciluball (o el 5 Creasial iy d5L)
. Zeineb & Mensi (2014) Sharma & Myanka (2013) , Ali et al.(2011)

Il e A0 aldie) & 2l Geall e e el @ (Aiidl) Lspa gl Gl LY

ot Il el e bt S5 Al Gigadl b DLy Wbz ASY1 LS Y

: (M2/GDP) GDP _lleay! sl zalill 1) "(M2) sl ape .|

Sl Ganll Ay (o a ed, AladiY) L legd W Baad) Gunlie ST e saals Al o3 2a
ool Al o3 Cianiivd My LB Ley qialy ) Al Al gl Ciligine (e 4nSad Lo DA G
Pitzel & Uuskila (2005) , Kulyk (2002) , AU agie (palai@) e 2aal) e ALl Gaall 02
. & Chukwu (2008) Audu & Okumoko (2013) , Odeniran & Udeaja (2010)

: (CR/GDP)_Jllea) sl il Y (alall plei¥) .o

Gilexall e age ) 55l Ll Jleay) Jad) sl ) Galal) GLaty) das L sall) it L sale
2l J8 e ) Geall e il Ll sda Caediiid My AW Aalugl) 8 Gt 5 gy Al
Kulyk (2002) Pitzel & Uuskila(2005),Agu & Chukwu agie  cualaid¥) (e
. (2008),0Odeniran & Udeaja (2010)

(DT/GDP) Jlaayl aall il Y ailagh Jlea) .y

i3 Lol ) angll e bl auead e 43y bpadl Sleall sk 530 e pdgall 138
53e Sxs @l a5 Al dga e AR SN g lpanadd silely dea (o (gl (adldl

S e Y haal dca ja3 Adlaial s b padd) Sleadl LoDl (bl axdieg il el Baxie Jlas) jbse )

aalaiinl K CE 550 aes Edward Altman & s s daelay Sba@y) Jinl a1 sk 5 0y

Sl Ll Z-score sise dss 2 ally ajlaall A Al Gl (45 508 Alaas el il

Lepetit,Laetitia & Strobel,Frank (2013).Bank insolvency risk and time-varying Z-: il

score measures. Institutions & Money, Journal of International Financial
Markets,(25): 73-87.

Ayl gl o siill slusl Ll Uliae 3y lall gl gl 1033 Jolail) 8 Alaad) (e (M2) 231 (mye (S5



..... Y O/Y e sl el 2 s 5 AL AL e 35 QU 3

a8 Aot Gasla®V) e el ady A Y1, sl ) Al 4 iy 3 W Gesd)
." Agu & Chukwu(2008) ; Odeniran & Udeaja (2010) agias Al el il i
Gaall A alall pslail) Galae Glald W) Geal) ity 0L ALl jdse (V) dsaall ey
Yo=Y 3adl
Eisalll il Lagla .z
pailadll) dmlaad) SEY) L) sy amY e s (Panel Data) assajall clibull & dlai jeas
b G diadll HE Lgllie ] axe (o Dlad oaa e deganall Joo (e Alsa S g 248 Al (Re il
tlow Lipll U Sa Aagald) pe CDEAY) § Luladll sy Crag Lo leelaal e sdle (Jsall
e daladl) 2y . (Greene,2003,56) diuie ye s it sl Jany ledlaa) ()5S el ol dpedaiall
tla Coadgad 38y e Aaills dpadaal) HEY) oa
(Fixed Effect Model) (FEM) <l ) #3sai .

s el i€ Joall e gend Agiadll Sy dpnaal) BV g Jaladl) Ly il 51 2 3saill i e
O Gl (Yo=Y aY Auhall a5 ag) Aneil) S (Aeseaadl Jals Jsall () Al A e
Jalsall slgia) Jal e s ,aie) 858 IS an ) Al IS Gann li palh S5m ez 35al)
Gl Sy il ) zhsas o) Jll e 1 LGl el b s A Al e BV
Gyall Glagyal diph i bosale Culill BV 2dga il el &l Jaall G DAY
AL maud @S ¢(Least-Squares Dummy Variable Model) (LSDV) duagll <ifyiall
Jadl (T=1) 2y adalial Jaal (N=1) 2 Lpany Ghaiie o lilna dg J< cylll wdadal)
:(Gujarati,2003,642), (Baltagi,2005,34) adtll dabeall 2 s ge LS cdriazll <l i)

Yie = a; + Zﬁkxit + &

k
a; = g+ uy;
Eit ~11D(0,02) B ity (grbea Taisias Ll lagysh i flsdiall LY (o (ial idly
(Random Effect Model) (REF) lsiall 51 z3sai ¥

BB Lgtasy Jsall e sanal Zpia)ll HUY)y dpadaiall JEY) e Jalaill iy Jlsdall ) 23 Gy e
Oy sha (obus ang Al 4sde Shiie o BV el o) ) e A3 allee Gy 405k
Ll are galil o zisall 13 agh WS Sedall Ladl) a3 Lglsie GliSS Gilals 2aae
b Al I ol il S zhsa (mpey @A) clgll 8 Aapa gl g hsall ki dldall B
Sl baa G Galan Ap Kol panty Shdadl B 2l gl (o + up) likde Lkl
(Gujarati,2003,647) 4l dbledly Jlsdall 5V zisel dtlua oSe ades o(u; + &)
(Baltagi,2005,36)

SY e saall il e adlal) sl Gl Gl W) Geal) ey ddlal) AL e o Cagisll]

(\)M\@bﬁ‘~\°



..... Yoy o Y e agall a oppladl e s 3 W AL e 3351y QUL el

Yit = g + Z,kait t &t

k

g = Ut &
«((Hausman Test) Hausman sl e slde¥) & Losale cJiladll 8 cpadgail) g Alialially
liwdie Sodall SV 05 3, Lana gl chidly dahid) SEY) (L)) asmy e sy 3
2xy gy ALl L il) Jpf N Gulie g2 g B paall Fpin b Jod e Juml) g Il i€,
. (Brooks,2008,509) i 5SYy Juad¥) s il 5V 7 3sa
) Jalatg 7 dgall) o : Ll
Al Judladl Al axe Jl 8 Aadall jlaaiy) 3ihk aladi) e daalll dllcad) sl s Ay
o Jsamally, dnmilys 38y ST il ) Jyeagl Corgrs , Gasleai@V] chyuaiall alina Ly oas )
aias, Aaliall ol Manl 8 aeladind ¢S A0l ALl Il Geal) A8l ilaieg ol Jolas
Abll) adimall siall pale sll) Wixays A5kl dasajall Ll o saagll jia jlidl olyal
ahasiulys 'Levin-Lin-Chu,2002 Laa) slaielys Lgiphii e 2SHI Ly il ol aially (dalall
) Lli) e Aasllly (1) Sl 3 ol Al Al asegl) YA G cpiy , Eviews 10 zaliy
Jlidls,lele (LogM2) , (LogDE) , (LogGR) , (L0gZ) duhyall <l pusial 4 ga 3l

logDE LogGR
2.0 2.0
19 ]
18]
18|
1.6 4 1.7 |
1.4 1.6 |
1s ]
1.2
1.4 |
1.0 LI B A s e e e B B e B
S 2 223 % 3 s 838 = 8833 3 s s s 288 2338382883 3 =
LogM2 LogFsS
2.1 16
2.0 4 1.5
1.0 ]
14
18]
1.3 |
1.7
1.2 |
1.6 ]
1s 1]
1.4 1.0
s's 2 sz s 88 282z s ssagdas s zasgs e s = gs
D VIO v O N
(1) Jsa

dalyal) cfpiial dia3l) Juadlaad) clibyd Agild) o guu)
Eviews10 galiy clada o alaieWh ald) Jue (e JSid) o
sadall bl dphiial (3) Jsaall (4 4sill damgdl Levin-Lin—Chu,2002) sassll i e
(LogDT) ,(LogGR),(LogM2) duasiasill il puaiall il Al jiud ade (gginall 2ic (LOGFS) adizall
Daangl) jia sl shaly sadl e dasmgl cpdl Gl I8 5 32k, s e
fralls Aflas) dogine @) L Aypuadl adll <8l caual \gde 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‘ "I I-24.
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I 4 | (Prob.) dullaa¥) ad jslai &1 3 (None | Intercept and Trend and Intercept) Ul
c sy L b e By il pusiall Gl Apiall) Judladl by of Je Ju b <0.05

(3)dsaa
4l ciyaial Panel Data J) clily 438y Levin-Lin—-Chu,2002 Laa) gl
Level First Difference
Variables Trend Trend and
None Intercept None Intercept
and Intercept Intercept
LogFS -0.810 vo..2, -3.379
(Prob.) (0.791) (0.003) (0.000)
LogM2 2.578 -1.256 -0.990 -8.737 -5.532 -6.198
(Prob.) (0.995) (0.104) (0.838) (0.000) (0.000) (0.000)
LogGR 3.369 YT a1 £0. -5.683 -0.787 -1.646
(Prob.) (0.999) (0.635) )AV4(0. (0.000) (0.215) (0.049)
LogDT 2.633 1.456 2.600 -6.591 -4.921 -6.198
(Prob.) (0.995) (0.927) (0.995) (0.000) (0.000) (0.000)

Eviews10 gl clajda Ao alaie¥l dald) Jas (a Jgaadl e

Statistic t ad Jiai Jsiall A adill e

.Probability a® Jiai ()omwsd o bl e

g=lin (i Automatic selection of maximum lags slaic) ai sl 5,38 jLad) e

(LOGGR)  Jleal) sl il Y (alall oLtV Aliciall dmpmgill Cpriall ) 05 Eviews
A ol G ) ) il e, (LOGDT) sy ol bl ) gl oo
LS Al il (o) LS lyginne g U5 Ly (L0 W8 335 ) (LogM2)
Cihaid) B 5 ,(4) Jsad) b mase

(4) BPEEN
Lmpca gl cyanall I Ggll (g bV a8
DLogDT DLogGR DLogM2
DLogM2 0.8287 0.7986 1
DLogGR 0.7635 1 0.7986
DLogDE 1 0.7635 0.8287

Eviews 10 gzl clada o aldeWh Ealdl dlae) (e Jgaall o
2 Al Japedl lasiV) ¥l G35 Jessan e JS (Al All) acinall il e daguia sl

s agul Jiksy)
FS1=f0 + f1 LogM2 +g;; (1)
FS,=By + p; LogCR + g;; (2)
FS3=fo + p1 LogDT + g 3)
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el iy lglialie s, Eviews 10 meliy alasiuls o(FEM) culill 51 dmgie slaiclys
EDEN N alaall 43l canyf A 'Hausman sl slaely (REF) Slsdall ) dmgie ) satisdl)
fh b A daagll 5, (5) dsaall G
SV Lagie 38y o 8)0al i) Gludl ade (e 4uSad Loy paall Apmp Jsd pi z (V) Aoled) o
s, (Asteriou & Hall,2007,287) culll 51 dmgie il i olaily aday gdl) Y1 ¢ lpall
JuadY) asy ¢ (6) Jsaall 3
(5) dsa
(REM) sdall %19 (FEM) cyldll 591 adsal il milll o 4laliall Hausman jLas)

Correlated Random Effects - Hausman Test
Equation: Untitled

Test period random effects

DLogM2
Test Summary Chi-Sq. Statistic Chi-Sq. d.f Prob.
period random 9.338151 1 0.0022
Variable Fixed Random Var(Diff.) Prob.
DLogM?2 -0.169268 -0.164258 0.000003 0.0022
DLogGR
Test Summary Chi-Sq. Statistic Chi-Sq. d.f Prob.
period random 1.648978 1 0.1991
Variable Fixed Random Var(Diff.) Prob.
DLogGR -0.186631 -0.185683 0.000001 0.1991
DLogDT
Test Summary Chi-Sq. Statistic Chi-Sq. d.f Prob.
period random 0.165836 1 0.6838
Variable Fixed Random Var(Diff.) Prob.
DLogDT -0.237033 -0.237425 0.000001 0.6838

Eviews 10 galin clajda Ao aldie¥l dald) alae) Ga Jgaall o

o sdadl Y dmgie i e 3oad) il e sliieV) AlSa) sae aai Hausman Jbis) aadiey |
13 L gl s LAY e Chagd) Gl Ul 5 i Ly sale Suati clill V) dagia (305 o B jaial milulls
B dsas aie i adall A b b agle 5 Ul Y1 Rl pe (Bul ) sdiall V) Apmgian Byl il cuilS
il Y s jrall Ol all il ey ) sdall Y] diagie B desrddl somall Clag el G G

B3 s |- ALl A il 5 il V) Bamgia 3 (R seall) sat
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(6) s>
(FEM) ol 591z 35a3 G5 e dppall olald) & JW) )iaY) 3 (LogM2) M2/GDP i

Dependent Variable: FS;
Method: Panel Least Squares
Sample (adjusted): 2001 2015
Periods included: 15
Cross-sections included: 6
Total panel (balanced) observations: 90

Variable Coefficient Std. Error t-Statistic Prob.

DLogM2 -0.169268 0.094231 -1.796308 0.0761

C 1.270094 0.005525 229.8671 0.0000
Effects Specification
Cross-section fixed (dummy variables)

R-squared 0.871371 Mean dependent var 1.267346
Adjusted R-squared 0.862073 S.D. dependent var 0.135622
S.E. of regression 0.050368 Akaike info criterion -3.064329
Sum squared resid 0.210567 Schwarz criterion -2.869900
Log likelihood 144.8948 F-statistic 93.71126
Durbin-Watson stat 1.178889 Prob(F-statistic) 0.000000

Eviews 10 zlin Glajia Lo aldeWh dalll slae) o Jsaalle
SV Amgie 38y Lo syl il Bl (e 4Sad Log adall dpmgd gmdy un i (Y) 5 (V) olibledl e
eyl s, (Asteriou & Hall,2007,287) siall ) dingie il A5 sladly adyy 2 Y1 ¢ Spiall
et Laaaas ¢ (8) 5 (7) culsandl
(7) Is>
(REF) sl 51 dingia (335 e dypal) olaldl 8 W) ay) s (LogGR) GR/GDP il

Dependent Variable: FS,
Method: Panel EGLS (Cross-section random effects)
Sample (adjusted): 2001 2015
Periods included: 15
Cross-sections included: 6
Total panel (balanced) observations: 90
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.

DLogGR -0.185683 0.096285 -1.928477 0.0570

C 1.271489 0.053038 23.97310 0.0000
Effects Specification
S.D. Rho
Cross-section random 0.129161 0.8687
Idiosyncratic random 0.050214 0.1313
Weighted Statistics

R-squared 0.040263 Mean dependent var 0.126581
Adjusted R-squared 0.029357 S.D. dependent var 0.051155
S.E. of regression 0.050399 F-statistic 3.691799
Sum squared resid 0.223524 Prob(F-statistic) 0.057917
Durbin-Watson stat 1.091693

Eviews 10 galiy claia o slieWl dalll dae) ¢ Jsialle
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(8) s>
(REF) Jlsiall 5Y) z3sai 335 e dappadl Glaldl & W )ay) i (LogDE) DE/GDP i

Dependent Variable: FS;
Method: Panel EGLS (Cross-section random effects)
Sample (adjusted): 2001 2015
Periods included: 15
Cross-sections included: 6
Total panel (balanced) observations: 90
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.

DLogDT -0.237425 0.095079 -2.497140 0.0144

C 1.271094 0.061367 20.71308 0.0000
Effects Specification
S.D. Rho
Cross-section random 0.149727 0.9014
Idiosyncratic random 0.049518 0.0986
Weighted Statistics

R-squared 0.066762 Mean dependent var 0.107828
Adjusted R-squared 0.056157 S.D. dependent var 0.050727
S.E. of regression 0.049282 F-statistic 6.295381
Sum squared resid 0.213730 Prob(F-statistic) 0.013937
Durbin-Watson stat 1.154308

Eviews 10 galin clajda Ao aldeYl dald) alae) Ga Jgaalle

Si5ey (M2) Jeal) Jadl) /i) jaje jb5e dbadl W) Geadl 51 i gzl cjekil
a3 & (DT) Jleay) Jadll glill/ailagll aas 5d5a5 (GR) Jlaa) Jaall gilill/ palsll olasyl
il ) Lagie slaiely (FS) Il Lyl jise e (US) alasiu) ydse (FS) ddld) k)
t bl (8), (7)) (6) Jshall b mmmse LS5, (REM) Jlsiall Y15 (FEM)

ol mlll/palall el yisey (M2) JlaY) dad) molll/all jaje gpdse Jdd e
chlaa) &5 Al 3 L(7 5 6) oVsaadl (FS) dlal Adlull jbse & Laayil wli) 4 (GR) Jlea)
dad ciyglasd, ey (Prob.)  cbloa) cuash sy, i) el Agaal) (1) dad Slial e 5y0840 (1)
Yor.vo Jl ala dllaay)

, (8 Jsaad)) (FS) alad) Al a5 3 oyl (DT) Jlaa) ol milill/adlagll ans jd5e cail @
Aad slad oli, lly (Prob.)  Dlsal sy, Adsaall () 2ad Slia) e i) (1) DLES) (S8 Cum
e e Lo of YL (F) Llis) zils il WS . (0.0144) cialyy %000 D) als 4dlaay)
R-squared ief) %7.YJ Sals slaiy ol Gld) A0l sl el 8 4iaalue aaa o) L0
Al Aol e ailagh aaad bl 58l ey Lo g 4Ll 5)L3Y) ales (e Suzmd, (Adjusted
AL jine 8 Laliad) i %) e i (DT) Jleay) sl gl LU alagll pas g lisla
22e g lily ilagl saelE 8 ggull il gise (alidd) s Aagiill o3 Ciela Layys - %YYLV laia Al
Sligive o @iy @lasl) 8208 pamgi o laysn dead (Al Spiall QHANT 220 3358 5 Sl) &l
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O SV sale Jiar oV bl e sl e caliadll sldie] Jii e JEIG diaay Ly, eyl
se i Lulay) Jalse XK, (Procyclicality) dysall sl e Jliy lee clopyl Pl Ll gi€h
- ple S L) ASLL il A sl g Ll

ilad)
el ol (udae Jsn 8 ALl AL pdne b Geall Gilidse S aasdy dulpy K
V15 (FEM) culill 590 Lngie Gl iaail Canl) adiels Laigad ) Gl a3l ) Cangl)
spdlly Jsall il (Balanced Panel Data) 43jlgiall dasajall bl ) satall (REF)  Alsdal)
g5l Jaaiiy <oyl )y, Hausman jlas) mits ) aliinl Legiy dlaladdl 55, (YrY0=Yauv)
, (FS) Al Al ji5e 8 (M2) Jlaa) sl solill/osil) (ape 5 A aie S8 e J5Y)
aaa 5 (GR) Jleay) Jadd) molll/aladl play) 5 duhs sie J¥) e S z3salll Jaadis
. (FS) AWl Al yise & (DT) Jleayl Asall mslill/adla sl

Gam Ofidially W Geall (5)d3e OBl @l J88 xSl L) Gaadsal) Gali p cels
L) ALl yise 8 (GR) syl sl alill/alad) Glai¥ls (M2) Jeay) aall gslall/ sl
Gaad) dinal (galay) laiall milial) (Ll il cuila e il (el Gudae Jso S (FS)
Gl 3gny Layyy -(FS) ddlall Adlull Jise 3 (DT) Jleay) o) mlll/adlagl aasy Jiciall )
DR (sl iy Gy (FUaall) oandal) sl Gulae s 4 pia ) ) Banl) ilisis Cina
QAL el s (Y Jsaal)) Wolisiee palisdl (e b a2 4 A ASlu) Gl b 4]
elyy lubal) ansy e Jaadl Jsall Sl 8 1A 5380 (e by G311 L (hlaYls b o Liiuly)
ey o lgegenay Joxd 5 e Uaill 43l ey ) aUaill =Sl alaia¥l e Stad bl i)
laa¥) (e Db, Al Lhdine & olagy) L8 DA e Il Geall Glisise gdy gad SLai!
e Ual) 3l Sy ) SUail ~Slaly

Llae by 320l oLy, (Apal) AIS) A lal) ddsadly Ll el e ey, AT Cils (e

oo b KA Joli o il selid Aduadiy dauses 4883 Adyany il Clly aafi o 308
o S Ganll lisiue (a3 (A1 Cbarie F Gl (8 pugill 5S) GBI midy Aes e 2
Ao pagall Y Anf GhIE A Jsasll e JDAN (g3350 Sy (Al JRAlL , Jsall el ALl AL
A g gally 8oy GSRY) 8 ol Claglaa o s
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