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Abstract:

This study aims to examine the short and long-term relationship between private
investment and financial development in Jordan by using annual data from (1981-2017)
this analyze relies on Auto Regressive Distributed Lag which offered by Pesaran et al
(2001). Empirical results show that there is long run relationship between financial
development especially, the wide money supply. However, this relationship took a
negative curve Due to volatility and financial shocks. Nevertheless, the relationship
return to the equilibrium condition through the adjustment coefficient, which reached
130% in the following year. The model showed structural stability in the long term
through the two tests Cumulative total of residuals as well as the cumulative of sum of
squares.
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https://journals.ju.edu.jo/DirasatAdm/article/viewFile/2978/6275
Aol Ay dnalll Jsall & glaity) saill g ‘;JLJ\ skl (Y1 9) Al Glasd o,
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sous-developpes.Doc.pdf
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saill o I kil i Gl (YY) el dalal 3ae 55 o Sl ae Gls e
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(YY) ccaphlllne il ¢ jie 5 o Al e e 2aaly cpeall 2ana gihias by
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Augmented Dickey Fuller (ADF)

JsY Gl o) (s sisdll
p-value t-Statistic p-value t-Statistic
0.0400 | **-3.047230 ol sl vy
0.0574 *-3.475735 ple oladl ae i) aall
0.0001 **%.5238655 | 0.1714 -2.320699 Sl sl X1
0.0004 ***.5545908 | 0.3108 -2.534507 ple oladl ae il aall
0.0000 **%.6.161141 | 0.1814 -2.286966 Sl aadl X2
0.0001 **%.6,197512 | 0.4501 -2.247963 ple oladl ae il aall
0.0000 **%.5741459 | 0.1311 -2.469347 ol sl X3
0.0001 **%.6.185472 | 0.6418 -1.884407 ple oladl ae i) aall
196 v (55t (FHF) DO Yo (g5t (*F) <10% Lo (5 5ie (F)
dgaall F Lid) o (Y) Galal)
Null Hypothesis: No levels
relationship F-Bounds Test
I lo) Signif. Value Test Statistic
3.2 2.37 10% 11.57645 F-statistic
3.67 2.79 5% 3 k
4.66 3.65 1%

JaY) Al ghe A8Malf Lia L o (7) @alad)
Dependent Variable: Y
Method: ARDL

Dynamic regressors (4 lags, automatic): X1 X2 X3
Selected Model : ARDL(4, 1, 4, 3)

Prob.* t-Statistic ~ Std. Error  Coefficient Variable
0.5724 0.575581  0.163414  0.094058 Y(-1)
0.1269 -1.605168 0.182859 -0.293519 Y(-2)
0.4416 0.787978  0.197465  0.155598 Y(-3)
0.0883  -1.808347 0.145423 -0.262975 Y(-4)
0.0757  *1.891465 0.142778  0.270059 X1
0.1700  -1.432939 0.134713 -0.193036 X1(-1)
0.9969 0.004006  0.092951  0.000372 X2
0.1800  -1.398265 0.118709 -0.165987 X2(-1)
0.0772  *1.881443 0.094246  0.177318 X2(-2)
0.5521 0.606581  0.094142  0.057105 X2(-3)
0.0435 **2.180833 0.087701  0.191261 X2(-4)
0.6919  -0.403090 0.163531 -0.065918 X3
0.0513  *2.096545 0.224714 0.471122 X3(-1)
0.0175 **-2.631561 0.252314 -0.663979 X3(-2)
0.1978 1.340222  0.173217 0.232149 X3(-3)
0.3182  -1.028367 9.486079 -9.755167 C
0.889402 R-squared
0.791815  Adjusted R-squared
2.342508 Durbin-Watson stat 9.113954 F-statistic

0.000022 Prob(F-statistic)

L0 S 5 sina (FF%) (5% 3ie 5 sine (FF) <10% = 5 sina (¥)
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JaY) 5 juald d8Mad) HLiid) il 2(€) Galall
ARDL Error Correction Regression

Dependent Variable: D(Y)

Selected Model: ARDL(4, 1, 4, 3)

ECM Regression
Case 2: Restricted Constant and No Trend

Prob.  t-Statistic Std. Error Coefficient Variable
0.0028 3.490659 0.114848 0.400896 D(Y(-1))
0.3529 0.955035 0.112433 0.107377 D(Y(-2))
0.0496 2.113995 0.124397 0.262975 D(Y(-3))
0.0237 **2.484779 0.108685 0.270059 D(X1)
0.9959 0.005193 0.071696 0.000372 D(X2)
0.0000 ***-6.223585 0.068399 -0.425684 D(X2(-1))
0.0050 ***-3.226863 0.076968 -0.248366 D(X2(-2))
0.0120 **-2.810686 0.068048 -0.191261 D(X2(-3))
0.6371 -0.480290 0.137246 -0.065918 D(X3)
0.0089 ***2951911 0.146288 0.431830 D(X3(-1))
0.0877 *-1.812221 0.128102 -0.232149 D(X3(-2))
0.0000 ***-8.455863 0.154548 -1.306838 CointEq(-1)*
0.833097 R-squared
0.745672  Adjusted R-squared
-61.09138 Log likelihood
2.342508  Durbin-Watson stat

196 v (55t (FHF) DO Yo (55t (FF) <10% Lo (s 5ie (F)
Tl jaisn JLS) 3(2) Galal
Pairwise Granger Causality Tests
Sample: 1981-2017
Lags: 2

Prob. F-Statistic Obs Null Hypothesis:
0.4477 0.82554 35 X2 does not Granger Cause X1
0.0711 2.89177 X1 does not Granger Cause X2
0.2220 1.58298 35 X3 does not Granger Cause X1
0.8278 0.19020 X1 does not Granger Cause X3
0.3257 1.16479 35 Y does not Granger Cause X1
0.3125 1.20933 X1 does not Granger Cause Y
0.1929 1.73949 35 X3 does not Granger Cause X2
0.3384 1.12348 X2 does not Granger Cause X3
0.0240 4.23170 35 Y does not Granger Cause X2
0.0097 5.42814 X2 does not Granger Cause Y
0.0079 5.71187 35 Y does not Granger Cause X3
0.0253 4.16524 X3 does not Granger Cause Y
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Breusch-Godfrey Serial Correlation LM Test:

Prob. F(2,15) 0.975159 F-statistic
Prob.Chi-Square(2)  3.797010  Obs*R-squared

0.3998
0.1498

il Cldi ase Al LA 3 (V) Galal)
Heteroskedasticity Test: Breusch-Pagan-Godfrey

0.9861 Prob. F(15,17) 0.311173 F-statistic
0.9546  Prob. Chi-Square(15) 7.108802  Obs*R-squared
0.9996  Prob. Chi-Square(15) 2.935226 Scaled explained SS

Jalail) 8 daddicial) clibad) 1 (A) Galall

X3 Y X1 X2
Adal adlag | Jlal) Gl CuSi Alaa) | adiall laal) GlaiiY) Rl g mal)
A oalil) £ Uall eyl oalil) puadl) ) el 511 olinay
GDP% GDP% GDP% GDP%
48.17 27.81776765 47.70594326 81.70366536
49.34 23.94569368 51.09309655 85.27122856
54.85 17.99569014 55.59588044 90.55809918
60.39 17.91689794 59.35644342 92.27501702
64.77 9.359447671 60.74942973 95.35945275
62.87 8.341594201 57.85381991 92.78142258
70.36 7.69077244 59.23874383 105.1355705
73.7 14.44762944 62.45408173 118.2337932
83.7 12.66433161 64.66488411 133.4916332
76.68 15.302261 62.27762995 126.9608423
87.4 15.13860717 62.36193374 137.2333333
85.65 22.27581996 55.89195161 116.184534
82.46 26.93930285 60.6597462 112.8665395
77.18 20.8222979 64.48636978 103.9436721
74.96 20.5680463 68.86405461 101.592892
77.42 18.3542765 69.35461409 96.6187966
76.71 16.11663868 69.98765189 99.44057551
75.76 11.52974039 69.12582054 96.81967584
79.72 18.2782723 71.39507821 108.5782649
85.71 16.31647484 72.09051605 112.5553642
89.05 14.38174146 75.70763033 114.6904707
90.65 13.92114925 72.74006002 116.6571621
96.29 14.25222863 70.80200259 127.8574703
99.71 18.91996834 74.70092919 126.1868632
105.92 24.53186866 88.09422522 138.8810632
104.2 19.03595093 91.76891518 131.0188397
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X3 Y X1 X2

AR adlag | Jlall Gl CueSi Alaa) | adiall el claiiY) @&l (a9 pall

A aldl) g Uadll culll) waldl) gladl) ) el 51 olinay

GDP% GDP% GDP% GDP%

102.6 21.49234468 91.63125479 129.6189358
96.06 22.54880715 80.88219248 122.1120453
93.7 17.78734732 75.528711 139.9373321
91.34 18.56883674 73.16499204 137.7761074
95.79 20.05523838 73.52914819 129.6453848
94.2 23.36321999 72.8957865 118.3896517
91.77 23.55185255 72.33396931 124.4608492
93.69 23.35170267 70.21644705 125.2776391
95.81 19.81824724 70.25226632 125.9363854

93.75666667 18.24395194 75.10992032 121.87657
94.41888889 16.74070935 71.85954456 124.3635315
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