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The Role of Palestine Stock Exchange in Economic Growth (1997-2015)

Abstract

This study aims at identifying the role of Palestine Stock Exchange in economic growth and the direction of the causal relationship
between them in both long run and short run.

The descriptive approach and the empirical analysis of a time series were used for the study data based on the estimation of the
vector error correction model of the study's independent variables which are (market capitalization rate, trading ratio and turnover
ratio) of all listed companies on the Palestine Stock Exchange and their impact on the dependent variable per capita real GDP
during the period 1997 to 2015.

The study reached the result that 48% of the changes in per capita real GDP is because of the independent variables; (market
capitalization and trading ratio). Also, the results indicated the presence of a balanced relationship in the long run between the
study variables and that the speed of the adjustment on the short run to achieve the long run balance is 28% per year. And the study
concluded that there is a causal relationship between the study variables in the long run and that there is a unidirectional causal
relationship in the short run moving from the independent variable market capitalization rate towards the dependent variable.

The study recommends the Palestinian government to activate the procedures which force joint stock companies to include their
shares in the Palestine Stock Exchange in order to increase the size of the stock exchange, raise its liquidity and prevent the
monopoly of specific companies to shares traded. The study has also urged Palestine Stock Exchange to offer wider options for
trading in front of investors through varying the types of traded securities and supporting setting up investment and saving funds
which will attract more savings and encourage investments. The study also recommends the Palestine Stock Exchange to create a
joint plan which aims at supporting and encouraging family businesses and joint stock companies to become public shareholding
companies.
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b Al @lpaidl oy Aol Llal) clalad (asdl IS ey (Multicollinearity)  aaaiall
bigina A Ohsll Jame ey Jslall Jaea e o LVl Jalee o 80l copelil #35ail
MY el e pelill GBS addey sl aall dalall AlSEe i bae 0.95 b ale sl
Gmd a0l A ) Y s 4l Cum sl Jaee puiie Cida o5 z3sall 8 A 030 e calially
Anals Al 3hsY) Bom Agaa o 4368 asaill (8 Jghull Jane e Slaiel o35 cadlall (@)Y
AV sl e Aahall 2350 mesad (JSS 2L
LPCAPITA, = F(LMCGDP, + LTVGDP,)

ial) sl il e 3l Cual ) il o il dalSll jLas) ehal & s Lo e el
sl i il il ¢ anle sl e (M) Jane ey Adsadl Alewll Jaee kg
(3+4) Jsaall anim g LS el Lgiy s JalSs 2Dl

Al il il sl Apall sl JalSall Guilaga sl 1(3.4) s

“ I T *-"'."*éﬂ‘ al) | 5y) Al - L
Adlaiay) %5 4, gina Atrace

0.0349 29.79707 31.13050 r=0 *(si )
0.4071 15.49471 8.565467 r<l 1 <Y e
0.3854 3.841466 0.753422 r<2 2 <Y e

%5 dosine (Syiae 3o i Jalill (e daly Aaie asagl Y LI juda

%5 & gira Goiua Lo Lasnll dudajdl) b )*
235l 3 laoldie) 5 3 Al il A idall JalSall usilaga JLia) A (3.4) Jsaal) mais
Al Al i) 5 ey %35 Asina (ina e Al Aol pn Sl cilS S slan] 2ad
(e 4nle g (Al add Ally Aol ducadll Jedy chasiall Gn @liide JalSS agag e Jsi Al
Uab) pae o lndal) JalSl aals aate ST agns AS8e Lad) Aadlaass cctbriall Gu il Jalsal
JalSall e aals aaie dsag (A Guilass HLod) Aam 5udi ey L%5 (S die Apeaall Al
dsay o Ll s ein asly (ECM) s Zasaal 3 sy e dlly i) o pdall
cia) o JaY) 2k 265 e
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(VECM) Uail) zrasuas Aaia zigal ik

«Js¥) Bl tie Bifine lemsan Al e o wi Alls Baasl) da laa) il gl
eyl G sl JalSHll e sl 4nie 35 gl (sl Badall JalSl Gualasa lad) G,
Oas Aahall Cilpaie Cp Al al b el (Sals ciiat Uadll s datie 73l dag pd (06
Jare) Alisall chrial) (g Uadll s aniie z 390 Alilee o 23 EViEWST zaliy cila i Pla
Wiise & (Rl Jadl @l e 28 sl ol sidly (Johml Jaee Adsudl Aass )l
Sl e el Al aile

D(LPCAPITA) = C(1)*( LPCAPITA(-1) - 0.62*LMCGDP(~1) + 0.33*LTVGDP(-1) - 5.79) +
C(2)*D(LPCAPITA(-1)) + C(3)*D(LMCGDP(-1)) + C(4)*D(LTVGDP(-1)) + C(5)

:J (ITEN

b sl aatl aeadl)l Ja) 8 Goglhad) Jaaeal) laie ) i 35 Uadll s s :C(1)

R e dlia O Liginay Wl 06 o) 48 Jajidug cJushal) da¥) 8 cbariall o A0k

Lt il a Al cyurial (e 4 Jaghall JaY!

sl olay) 5538 vie Faaijle ) Bpally adal) sl w5l e 3all cuatl JSV) @31 Jalas :C(2)

N

A= el 5y die dadile sl Axually A8 sud) Alawsyl) Janad J5¥) Gyl Jalew :C(3)

1= el 5y vie dudinle ol Aaually ol Jaead J5Y) Gyl Jalas :C(4)

Ll asl) :C(5)

ks ol 385 Aygiee Uadll ol daie zised Ablee i o) moay (4.4) dsas DA ey

ol 8 sl e %48 o ) el il juins %5 AN (g vie Fostatistic Lilas)

zisalll b Aaad) Altd) chstd) Wyeds (i) Jlal! Jaall @l e 3@ caal) &bl

c il sl lalsie & (sl Janag 38 suall Alassyll Jans)

Uadll mamai 3503 Aslas s 1(4.4) s

AllaiaY) daudl)
t—Statistic Std. Error Coefficient i lalaal)
Prob.
0.0079 -3.180390 0.089075 -0.283294 C(1)
0.0125 2.935865 0.193165 0.567107 C(2)
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0.0144 -2.860091 0.069541 -0.198895 C(3)
0.1686 1.465210 0.033872 0.049630 C(4)
0.9275 0.092883 0.013935 0.001294 C(5)
R-squared = 0.616859 Prob(F-statistic) = 0.014872
Adjusted R-squared = (0.489145 Durbin—Watson stat = 2.378684

daghll Ja¥) B L) 433l

g aa Jaled t=Statistic Lilas) Jlaal of 2 (4.4) Jeaad) & &Gl ) gsall
Jsl gl adaydll (da sy Al 45ad o ) 2ila) %5 AN (g5iue die Lysiee C(1) Uaall
3 pod) Alass )l Jane) z3sail (b Aayall Aiiesall iiall (g 4a doghall JaY) 8 B BDe 25a sy
Ll sl Wsie 3 (rall MlaaY) Aol ) e i) Gunal) il i) e (Jshal) Jaees
Vs A Llaie Lia) 530 Pla %28 a radll JaY) & doaedl) deju of S C(1) 2l iy
B sial o) e lae dishall Jal) 8 Auhall @il o 3D A plal) s ) e
G il ) desall JalS Glann 2w 3.5 Coli e syl zling (sl z8l e i) Cua)
Laiajl saall oda ity o(Jslall Joras A gl Alas )l Jans) Aitisall Gpdansld G sy ciie e il
SRR ) Sl ve G eal delse il Al gola®Y) sall o laydl L ALl
LY g e dasid) sl cilaa sy 3 clpaall popadls yiladll

snalll Ja¥) B ) A3dal)

ehal asl il jaxially Al iyl Gn el Jal) & L ADLe d5as Adjes dal (e
Ljpall il iy sy (C(4) 5 C(3) Utiedl clpuaiall clalas (e JSI Wald-Test jlaal
belaan) lad) 23 i€ 13 Jowd) il ) @il uaiall (e 4aT A ADMe 35a aden U )
pe A mana Sally Abad) Auaydll Jas Jullg %5 ANy (ssiee die 4y5xe Chi-square (F)
A ydiall daia @l (1d)
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Aysie G(3) Asad) Alawsyl) Jaes Jabead laa¥l Aadl) of ) (5.4) Jsan b Aaasal) il i
A8 gl Alell Jaee (e 423 jpadl) JaY) 3 B ADle 35ap oy Lae 0.05 AV (s vic
Joll BIS Al 35m p3e g WS L oiple gl Walgine (b adal) sl malll e Al Casal g
aall Asdll ) e Dl Gl s Jhaill Jaes (e 42T peall Ja¥1 3 L 3De Al ol

10.05 e ST o(4) Il Jana Jalad Bllaia) daidll o) Cun i)lesll) Wlgise b

Wald-Test Lol milw :(5.4) Jsea

Llaiay) Lasdl) Ljbual) duia il
BUY Chi-square
Prob. Ho
Ljpall (b 0.0042* 8.180123 C(3)=0
Ajtall (b)) axe 0.1429 2.146839 C4)=0

iall Aaall ) e DA Cual bl il On s Do 35a zlad dal ey

VEC Granger Causality/Block il aaaii Jolall Jasa s 48 sud) dles)l) Jaze Alsical) <l paiallg

AWl laal 8 Wald-Test jlad) il aa 488)gia anilis 0_11_1 )y «Exogeneity Wald Tests
w2 8 ) sl Al i) G G

VEC Granger Causality/Block Exogeneity Wald Tests laal xilis :(6.4)Js2a
B Prob Chi-sq (Ho) 4Auaall duadl)

ipiall gady | #0.0042 | 8.180123 | D(LPCAPITA) 3 sill s ¥ D(LMCGDP) i sl

Gpjiaall Gy a2 | 0.1429 | 2.146839 | D(LPCAPITA) b il s ¥ D(LTVGDP) i il

dpjhaall Gy a2 | 0.4609 | 0.543816 | D(LMCGDP) i il s ¥ D(LPCAPITA) i il

dpjhaall Gy a2 [ 0.0530 | 3.743043 | D(LTVGDP) b il s ¥ D(LPCAPITA) i el

ol g Adpu) Ale)l Jana & el of it (6.4) Jsis A dacasall @l DA ey
A ang ¥ Al ) Load bl g %5 AN (ssie die @lldy  Adal) el W) (e 33l Gaa
2 Y LS ¢ hdal) Aaall il e Al el (& e e Jolll Jarae b uall ol Jsall 24S
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sl Jaee A s Gy ial) o) bl e il Cual & el o) ) ads RS AL
ot i el Aaall wall e i) cuar A sl ol Jsall RIS A aag Y SIS (A sl
eyl Jara o olat¥) Galal G 3DIe aags ald by %5 AV (griwe vie @iy Jglal) Jaes

22U ) ) &gl

dupl) zigad (andlia

oay axe ) bl i Gua VECM Uadl) moniai anie z35a) (i il (7.4) Jsaad) paagy
adlaaY) daidll o) cus (Serial Correlation) 13 Lli) asas paas Jsi Ally dujiall Gl
Ol Guilad axe AlSEe e JA zisall o LS %5 e SI Breusch-Godfrey laay
¢ua Breusch—-Pagan—Godfrey Loy dujiall ducajdll () aaen cllig (Hetroskedasticity)
sl ais of cpi Jarque-Bera sl dags of ) ALl L %5 e ST cilS A dlasY) dedll of
%5 AN i die ganbll Ayl ai

LR ddliaY) 408l | Chi-Square okaayy
bl g Y 21670. 3.206051 (Serial Correlation) 1l Jals,Y!
§ palan aa plil) polas e
o O 0.0704 11.64566 ST e
cntall (Hetroskedasticity)
Jarque— _dlsll _aukll 204l
st g5l 0.790 0.4698 ( ‘i : &
- era

:(Variance Decomposition) ¢plill cilig€e Julas

sl Uad ) bl e (S0 5l 6 bl o Apead ol clisSa (ot i a0
@an) okl ligSa dalat ias (AY) chnall A sl Uas ) Sl )ikl iy punall
lo Ll e clasall (g Lo il ) Uad ol o G ez dgaill (Sall dlglidl Caagh 3Ll
Gual o plad¥) 13 Gald dies (2014 (oha) sanll 558 DA z3saill Ghaiie e jpite S
(8+4) Usaad) 8 L o LS il ilS @lsins 10 85 sl o) @bl (e 24l

o cleall by Adal sl @bl e 2al cuas 8 il o (8.4) Jsas e Laadls
clS 2 () 55l DA 4l sty Gua A gad) Al Jaras 055 o ST Jglaill Jara i
i) adll mll e il et gl Uad cpls e %12.75 s Sl Jaee 8 iyl
Oo b Qe in i daall 238 o LaaSlg sl Jane 8 (Qileda) Adlgde eladl ) a3 s
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DA Gl uit] 3503 5 Aaad clsindl b A Ay aanliing Auoludly dslal) 2aud) DA %24
LA il gl Uad opls Ao 88 ) dlas )l Jana (b lasal) 5l A Wl L3 pilally Zalil] 2
%10.42 ) 2y aull 2l Pa deatl el Ja¥) s el cps agal) Jad) w5l o
G ol o e 8 e 5yaY) Slgindl DA %5 ol Lo ) aadm & (sl e %9.5
in o=l 5sall o3a Tas a8 ¢ ISV a5l 8 4sdt (e %100 Gawss sy i) @ e 38 Cana

Syilall sl & %69.77 ) Jesd

(fasinle sl Aauall) LPCAPITA sl dsal zlil (o 3dll caseail culal clise Jdas 1(8.4) Json

Period SE LPCAPITA LMCGDP LTVGDP
1 0.056921 100.0000 0.000000 0.000000
2 0.103110 87.46145 10.42249 2.116061
3 0.139296 77.68925 9.554675 12.75608
4 0.160421 71.02575 7.845069 21.12918
5 0.172191 68.70543 6.837347 24.45722
6 0.181449 69.12427 6.244752 24.63098
7 0.192730 70.22481 5.965576 23.80961
8 0.205844 70.63891 5.868422 23.49267
9 0.218416 70.26523 5.672189 24.06258
10 0.229150 69.77625 5.401235 24.82251

:(Impulse Response Function) 4, sall dilaiuy) 4l

o Aol Shaatiall e pate IS Alaiul A4S (IRF) Jedll 325 408l Zolanal) Ally Sas
el eb @iy aill PIA zisal) cilprie aal B ) a5 Adlsde dena (Y z3sal
Gl B zisall el 3 el calise L papn of oS A clesall il ld) am
A adl) e cysiall 2aY aaly (e Cihad) ltie Clerall ih g b by ¢ guadl)

2 3saill i Al
Ghaiall dalai) Gl Al Glpaiall (8 Al Glasall LUl i) dalaaa) 48S ladY
o ) cul dedl) 5y Aolana¥) Ay las) ehal & ol juad) 8 Al Glesall Al

Jaee il aaly (@lame Cibadl i Lilsde dara (5 o) mag s (1.4) IS5 8 cpall sail
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i bl A 13 e ¢ Rial el @bl e DAl el aite o bla 35 A pud) dless )
il Bypean palalls b Tany Rusalal) Gl L a3g,d deas sl 8l I Ji & () da)
slo aals e Cibal ke Adlsdie deda o (1.4) IS8 DA (e Ll e i) Pl
Al S Al A8l iy sl sl &l e 0dl) et e Ll 55 Jslall Jaee it
A b bl Al ) apans cRadlll Ruad) s IS jens eyl al N i S il
Oe DAl el b aaly (laee il liie Lilsde Gara () of (1.4) J<8 mas WS 55 Al
o o8l e A Al ly (e Al dew)ll Jae o bale 55 sl sl mlll
SN P8 | [ [ RNPRRCIVERR: T (P - A S DA I3 - WP T PP S A A KV
Il Jaee g o eAsalall Zandl 8 Lalial Joadd 26D clsind) PUa bl bl o 28I )
Bl Al (Sa Uil Lulag) Las

Aysil) Lyl Ay s il (1.4) J<s

Response to Cholesky One S.D. Innovations

Response of LPCAP to LMCGD Response of LMCGD to LPCAP
.08 6
.04 4
.00 2
-.04 .0
-.08 T T T T T T T T T 0 T T T T T T T T T
1 2 3 4 5 6 7 8 9 10 1 2 3 4 5 6 7 8 9 10
Response of LPCAP to LTVGD Response of LTVGD to LPCAP
08
1.0
04
0.5
.00
0.0
-04
-0.5
-.08 T T T T T T T T T

Response of LPCAP to LPCAP

.04 +

.00

-.04

-.08

T T T T T T T T T
1 2 3 4 5 6 b4 8 9 10
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e gil) g gilidl)
)
2 e DAl el il il Auhall Ghite Gu daghall JaY) Al ADle aag L1

-

b ol Aoy oy gl Janes Bdsndl Alas )l Jane Aliiesall clpridly ¢ dall sl
Al 8 %28 o JaY) dagha O3l aial jaadll JaY)

W st (i) ) Aadd) Ul e Dl cuea) bl il 8 sl e %48 o

(950 Jaay 3 gudd) Alans)) Jna) Aliicaa) i puicial

(Dol James A pud) Alassyl) Jane) Aliisall clysiall o dshall Ja¥) 8 G 2Dk 2

(S el gl e 3all o) i) ueiall

L) Alew)l) Jane Joiedd) paiall (e 4a®i yueadll JaV) 3 olai¥l doala] ds A aay .

il ) (e i) Canemd il uiall s

S gl Jare puiie 8 cleaally ity adall el bl e 3dl) s 8 i) o

g gnd) Aleu)l) Jana 8 cleaall o5l (e

Gl 2l e i) et o Wl 5 A8l Al Jaa 8 aaly ke s 6l of

YR PR NSO PR R c S R+ PR P - U PN Y Y KR PR+
e il 8 il Tan cdselal) diud)

il Al w5l e Bl Gt e bla S5 Jglall Jaee Glo aaly Dl e ¢l of -

ull s Gl jawy oyl B ) Jan S el Al s Al Al b,
) Aler ) laamy aludl il L) 3535 cRaslid)

o bla 55 adall Asdl w2l e Bl el b aaly (glee ibad) laier s 6l of -

DB i 3 cdalal) Al s edlall iy GAIEN Al Ay e A8 sl Alan )l Jane
alld) dalaid) Uas 558l Al )

Johal) Jaee o alaal il Tay adad) sl ml e 2)dl) a8 aaly e s ol

& Asalal) Ll 6 bl Jead 26D clsiadl P e il ey S ) Al s
Bl Al s lalao) Jolall Jara (st
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Gilua gl

il (e @dyg aysll aaa e 2h Les duayqll (8 dalall deabual) ClSHEN e 23l #1501
o Ayl S @lls Aglnall 3hsYls gl Garaall same GIE Sia) ey
saill (Ot G el @ilatie &l b Auhal s ) ol (galai®Y) sl
S Raad) B Al @l 5aby of Gus ¢ uailly daghall cpla) 8 galaY]
Ol daysd A8 gud) Alenyl) Jane gy o Jons Loa Alghmall (3500 4 puad) Aaidll 3015

& Lol zhal o Aalall daaliddl KA s Al @lehadld Gruladdl) dagSal) aeis 2
V5 2004 2l 12 o8, 30 GhsY) 058 e 103 53l dens Pla e @lldg I 35l
daaysll b Leagnd z13) bl aaaiy Aalal) deabuall ClSHE o34

Jsad ety acd () Chag ASHbe dad aagd duphanddll deSally (plandd daysr (o Ogladll .3
& leabY ues e dalus GlGE ) dnagadll dalud) clSaly Lbk) oS,
Joaall Alage maai in I Gl ¢ Liagl Caseatt 3 il Jlie ¥ cpm 3831 ae syl
Aaaysd)

Jie Aglaiall 300 35V dae 5 deaa o el paiosall alal Johaill assl Chld anads Ay .4
Goalia elia) Jie UV dma e chlal) 3eaS 2L cilindally colaiadls 55lieall g
Llea S35 LY Oiag CHAN) e w3l Qa5 Lee Sl ualiag )
Ol el

Baa mihd s Wyl sae Cles e g Ll Jolall LSl k) @hs¥) 2ok e deall .5
Aggial) bl g disal) daagis Apliaall Cligise panddy ¢ paiiaaly Guyaadl (e

o DAl G uihuddl) GEadU e Gupdid) ety Gama) chléinl Gia e deal) L6
Aol il chlaud) ae sl @y cplandd da s (B agllsel Ll

it 8 agen L ddiayall 8 bl aall e Ao Jol) csee o) ) Gaias L7
D alaall diacal) Callsal)

Aatially Adall G sl agihise aamgh Al il el Ll (el ¢ .8
Ll Ao Wa g el o dpliad) Cang L) aedsdn 06 Yy oplanld dayy
Aaaysdl b gl
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&bl
tdaad) aalall /sl

sl 2017 e 260 WY sy Lol (2017) el el
https: //data.albankaldawli.org/indicator

sl 2017 ol 4 e aub LS dpedll Adlasy) sl (:2017) .ophall Gaays
http: //www.pex.ps/PSEWebSite/Default.aspx

tadsall 22017 nl 4 LY 5l o(p2015-1994) daesil) cblaal) .(2017) - Fudaddl) slasdl (Gl Sleal
http://www.pcbs.gov.ps

S il She A auiiy Jabas alis Al GHAU Ghall B - (:2012) et cuaall dey Gua Bren
[(24) 23a) (33 5S) Anals

Llall (35U lae Gow duslpd) (5olaBY) saill e Ll LIl 551 (Glod 50 Jiedi . (p2014) Jasia)) e oA
el @ — it 42 el (iiwake Alu) 2013 A 2002 ;e

Sl o) B i) e JWI plae Gow Balias 3 (:2014) LB ghhly dgen cculally a8 cutlas
36-21 «(1)41 Aly! aslel

das Alall pladlly (olad) salll e (& AW Goudl 50 .(22009) -2 ¢ anls dieban) (Qlandiy yaam (il
(1) 31 Adsililly LolaB) o shell Aadim Lualel] iladpilly Cipaall (o pii Leala

ks LS dlae Alla Ay B GHOU Ehall (3gus FpalaiBY) Bparil) 8 L ily Adlal) 3] L (p2013) Ll (gis
173 ~154 cnolal] Lolaidy] a5l

(Lfnle D)) 2011-1997 Lolas) Luailh fopas A ladl (30 Gplacsli Gsas 50 (:2013) - mas Alalinl
836 Ay Zaalall

Ssind) yaipall Aasia ahra . Lullall (350 Cpabansli (Goas T puids oLy 6 daysil] e (52007) - lades ¢l
Ol andal) QL) Gy pad Y1

saill 3 il 30y (guad olaB) 3 ddpad) Ll dblug) clas (,2007) e 355 anll ¢ yend)
Asmaal) Lypal) ALl cpuail Aasls . spensl) olaBy/ o Lijléa L) solaiy)

56 ey Aaalal) Al Aaaill (g sale L pisadll 7 3ga HIA3Y) palae . (p2013) L cpll s ase

call) alaBY) e gulail) ae  Slals goaiill baysn o Al GhsY) Blsnd (p2007) a2 celigs cpall (g)dd o Al
(¢ )

te e desls dlae Fprgendl Al ASLed) & oala®Y) sl e JWI kall a5 L (,2004) Lalls sl
22-3 (1) 18 5)oYly LBV :_jijul

Panal  Jlesiul dexdially Lualill Joall Uls Lo i solaidy) saill o Aol g Uil ysbi il . (:2016) -2alae 35S
OBl il S o Resls (o530 Q) Data Analysis

_Lsend) pgu¥) G Ala o Chlafind) anasi 6 byess Dllell GsY) G 56l (:2007) Gy Aosal;
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e boyiliy Locdil) Lllal) (51)sY) Glse] 5 el ol 5 ubalSilly Lifbel) lalasy) . (2015) .38 awlie
el il et e Aaala ()50 W) (Gladind) gosill] i

DY) pslell iy A . s3ba®Y) sail) L Wals Bl LY Bom Wsau (b Chidse (22011) -olad ¢ Jsal
129117 (23) 7 cLuolasy)s

~Ahiud—(g) it
sdialy) aalyall /Ll
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