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Trace Test:

P
Mae @ = 2> In(1-Ap)eceiicninnnnn (1)

r+1

Maximal Eigen Value Test:

LI, TS T VS TR (2)

max
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PP-Fisher chi-sq ADF-Fisher Chi-sq J
S 9=tk s &, S gk JoW G,—al Ol o
Prob Prob Prob Prob
A
0.1016 0.0424 0.1016 0.0424
DX
B
0.4259 0.0452 0.4259 0.0452
HB
DF
0.4449 0.0465 0.3644 0.0478
M
AS
0.4307 0.0378 0.3151 0.03423
E
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Vector Error Correction Estimates

Date: 04/15/17 Time: 18:10

Sample (adjusted): 2010M06 2016M12

Included observations: 79 after adjustments

Standard errors in () & t-statistics in [ ]

0.58017 0.50 0.646838 0.5810 R-squared
4 4588 79
0.46317 0.36 0.548415 0.4643 Adj. R-
3 6522 30 squared
0.39031 0.03 0.052214 0.1071 Sum sq.
9 1904 12 resids
0.07999 0.02 0.029257 0.0419 S.E.
2 2870 04 equation
4.95872 3.65 6.572062 4.9771 F-statistic
0 4694 85
97.6582 196. 177.1170 148.73 Log
7 5756 52 likelihood
- - -4.028279 - Akaike AIC
2.016665 4.520901 3.309751
- - -3.488405 - Schwarz SC
1.476791 3.981027 2.769877

66




0.00148 0.00 0.000941 0.0018 Mean
4 1599 53 dependent

0.10917 0.02 0.043537 0.0572 S.D.
6 8734 54 dependent

1.11E-12 resid Determinant

covariance (dof adj.)

3.94E-13 resid Determinant
covariance

679.7857 Log likelihood

-15.28571 information Akaike
criterion

-13.00624 Schwarz criterion
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Pedroni Residual Cointegration Test

Series: ADX ASE DFM BHB

Date: 04/15/17 Time: 17:00

Sample: 2010M01 2016M12

Included observations: 336

Null Hypothesis: No cointegration

Trend assumption: No deterministic trend

Alternative hypothesis: common AR coefs. (within-dimension)

Weig
hted
Pr Stati Pr Stati
ob. stic ob. stic
0. - 0. - Panel v-Statistic
6356 0.346688 6356 0.346688
0. - 0. - Panel rho-
0000 7.699097 0000 7.699097 Statistic
0. - 0. - Panel PP-
0000 6.795020 0000 6.795020 Statistic
0. - 0. - Panel ADF-
0000 3.898715 0000 3.898715 Statistic
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Alternative hypothesis: individual AR coefs. (between-dimension)
Pr Stati
ob. stic
0. - Group rho-
0000 8.054486 Statistic
0. - Group PP-
0000 8.207031 Statistic
0. - Group ADF-
0000 4.568993 Statistic

EVIEWS Ol> 30 s sloxsVU S Wl slus] ow :yualbl

Culbs ple oldl 0929 Ao § Wil Sl Lt s (5) Jgued!

Pedroni Residual Cointegration Test

Series: ADX ASE BHB DFM

Date: 04/15/17 Time: 17:02

Sample: 2010M01 2016M12

Null Hypothesis: No cointegration

Trend assumption: Deterministic intercept and trend

Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weig

hted
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Pr Stati Pr Stati
ob. stic ob. stic
0. - 0. - Panel v-Statistic
8336 0.968418 8336 0.968418
0. - 0. - Panel rho-
0000 7.121957 0000 7.121957 Statistic
0. - 0. - Panel PP-
0000 7.421716 0000 7.421716 Statistic
0. - 0. - Panel ADF-
0000 4.068382 0000 4.068382 Statistic
Alternative hypothesis: individual AR coefs. (between-dimension)
Pr Stati
ob. stic
0. - Group rho-
0000 6.819057 Statistic
0. - Group PP-
0000 8.017403 Statistic
0. - Group ADF-
0000 4.265527 Statistic
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Pedroni Residual Cointegration Test

Series:

ASE ADX BHB

DFM

Date: 04/15/17 Time: 17:03

Sample:

2010M01

2016M12

Null Hypothesis: No cointegration

Trend assumption: No deterministic intercept or trend

Newey-West automatic bandwidth selection and Bartlett

kernel

Alternative hypothesis: common AR coefs. (within-

dimension)
w
eighted
P Sta Pr Sta
rob. tistic ob. tistic
- 0. - Panel V-
0.5746 | 0.188149 5746 | 0.188149 Statistic
- 0. - Panel rho-
0.0000 | 9.308334 0000 | 9.308334 Statistic
- 0. - Panel PP-
0.0000 | 7.728419 0000 | 7.728419 Statistic
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- 0. - Panel ADF-
0.0000 | 4.052088 0000 | 4.052088 Statistic

Alternative hypothesis: individual AR coefs. (between-
dimension)

Pr Sta
ob. tistic

0. - Group rho-
0000 | 11.12947 Statistic

0. - Group  PP-
0000 | 10.94786 Statistic

0. - Group ADF-
0000 | 5.565666 Statistic

Cross section specific results
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Pairwise Granger Causality Tests

Date: 04/15/17 Time: 17:04

Sample: 2010M01 2016M12

Pr F-Statistic o Null Hypothesis:

ob. bs
0.0 2.77459 ADX does not Granger Cause

686 82 ASE
0.2 1.40776 ASE does not Granger Cause ADX

509
0.8 0.12370 BHB does not Granger Cause

838 82 ASE
0.7 0.32714 ASE does not Granger Cause BHB

220
0.0 3.55797 DFM does not Granger Cause

333 82 ASE
0.6 0.42209 ASE does not Granger Cause DFM

572
0.2 1.34152 BHB does not Granger Cause

675 82 ADX
0.4 0.83152 ADX does not Granger Cause BHB

393
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0.6 0.47935 DFM does not Granger Cause

210 82 ADX
0.4 0.90794 ADX does not Granger Cause DFM

076
0.3 1.16589 DFM does not Granger Cause

171 82 BHB
0.0 2.58756 BHB does not Granger Cause DFM

817
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DFM BHB ADX ASE
0.140 0.243 0.155 1 ASE
AD
0.828 0.547 1
X
0.453 1 BHB
DF
1
M
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Abstract

The study examines financial integration between the share prices of the
Amman Bourse, Dubai Financial Market, Abu Dhabi Stock Market and Bahrain
Stock Exchange based on the monthly data of the General Stock Exchange Index
and for the period between 2010 and 2016, using the short term causality of L.
Granger and the long-term financial integration test used by Johansson. To this
extent the stock prices’ indexes of the financial markets, the sample of the study,
were examined using the Pearson correlation coefficient. The study’s hypotheses
were based on a set of research questions to achieve the concerned objectives.
The results showed there is financial integration between all these stock markets
on the long-term and there was no causal relationship in the short-term with the
exception of one between the Amman Bourse and the Abu Dhabi Stock
Exchange. The study concluded there is a positive correlation between the share
price indices of the study’s sample (0.83 - 0.14) and this means that there are no
appropriate opportunities for the investor. The study therefore recommends the
development of the relationship between the Arab financial markets to support
financial integration and to pay greater attention to the laws and legislation to

serve the financial integration

process.

Key words: Financial Markets, Financial Integration< Granger Causality

Test, Johansson Integration Test, Pearson Correlation Coefficient.
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