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Abstract

The aim of the research is to measure the impact of financial openness on
the stock markets of Arab countries, specifically focusing on the markets of
Saudi Arabia, Abu Dhabi, Bahrain, Egypt, Irag, and Oman. The study tests
the hypothesis of the relationship between financial openness and the
volatility of the stock markets under investigation, examining how financial
openness affects stock return volatility, the random walk of stock prices, and
the impact of financial openness on shocks or leverage affecting volatility in
these markets.

Various statistical tests were employed, including the unit root test to
assess the stability of the time series of stock index returns, as well as the
use of Autoregressive Conditional Heteroskedasticity (ARCH) models,
Generalized Autoregressive Conditional Heteroskedasticity (GARCH)
models, and Exponential Generalized ARCH (EGARCH) models.

The main findings of the research indicate that financial openness did not
have an effect on the stability of the stock markets studied, which remained
in a state of varying volatility. All markets exhibited prolonged periods of
volatility. Additionally, financial openness had a more significant impact on
negative financial shocks (leverage) than on positive shocks, attributed to
the presence of asymmetric information within these markets. Furthermore,
financial openness did not improve the efficiency of the stock markets under
investigation.

Keywords: Financial Restraint, Financial Openness, Volatility of Capital Markets
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P-value |Jarque-Bera| std.dev | max mean min | obs | Variable

0.000 140.1 1884.2 | 13820.0 | 9906.7 |5959.7 | 1703 | Saudi

0.000 225.3 2284.0 | 10630.0 | 7084.6 |3323.3 | 1714 | ADX
0.000 172.3 268.7 | 21225 | 1657.1 |1232.4| 1678 | BAX

0.000 590.5 5837.7 | 33383.0 | 15413.0 | 8657.5 | 1656 | Egypt

0.000 1062.6 125.0 | 1036.0 | 577.8 | 400.4 | 1235 Irag
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LM test for autoregressive conditional heteroskedasticity (ARCH)
HO: no ARCH effects vs. H1: ARCH(p) disturbance
Prob > chi2 df chi2 lags(p)
0.000 1 66852 1--10 SAUDI
0.000 1 2.07E+05 1--10 ADX
0.000 1 1.50E+05 1--10 BAX
0.000 1 56867 1--10 Egypt
0.000 1 15385 1--10 Iraq
0.000 1 85.964 1--10 Oman

A o1t sery i LM (Lagrange Multiplier) jbesl mos @) (2) dodr con
(b gt s e gl Al ALl GOl Lo i pused @y (ARCH) Ul b2
el ssmg ) a5 Al 224 Lz ((ARCH) @il sgmg pus oo JLasd dpiall .04
dhal 1ol 2 g 18 (0.05) o BT b o OB Lo LSy (p iyl e (ARCH)
o Wl dldhods e 1S3 (ARCH) @b sgmy 1 i sy cinl) UL ods mad
b sy OF plial Ko o ) s Bite Bl glang (B8 ] Lo 3 Ll O
Lo gl SULI U e el b Ll s e 3 ds b 23U plasanl (4 4 o (ARCH)
(Generalized Autoregressive Conditional Heteroscedasticity)csu Joo sl 23U L
Sare Gl s & bl e o) dlis s G

:Q\.U\ b\.&’)‘}f\—
G bl (3) o
Ljung Box test
P Q

0.000 1123.31 SAUDI

0.000 1390.27 ADX

0.000 1191.03 BAX

0.000 429.59 EGYPT

0.000 212.71 Iraq

0.000 405.97 Oman

Blis ol Lo dpond pitsind Jlas] Sl sng WSpissd Jlas) @l (3) Jodr oae
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Variance-Ratio RUNS TEST

P-value ZN VR P-value Z Market
0.000 59.718 4,989 0.000 -41.05 SAUDI
0.000 68.236 5.005 0.000 -41.38 ADX
0.000 62.485 4,994 0.000 -40.65 BAX
0.000 37.218 4,954 0.000 -40.11 Egypt
0.000 25.828 4.865 0.000 -32.93 Iraq
0.000 24.829 3.123 0.000 -22.68 Oman
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Oman Iraq Egypt BAX ADX SAUDI
W24 17HFR | S32.02%%% | -35.66%F* | -18.94%** | 2]1.37F** | 36.41%** | intercept
S24.16%%% | 32 14%** | 35 75%%Kk | -18.93%**k | D] ITHEF | 36.40%** trend
-24.18**% | 3].99%** | 35.64%F* | 1B QB¥HE | D] 3IHEF | -36.39%** none

Aad) foSld) il e S 0f (Ss sy ADF
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SN ls byl bl 1 Bl 3510 il 43,9 3 (ENgle .F Robert,1982)
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"Autoregressive Conditional Heteroscedasticity with Estimates of the
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o el 3 aolsy W) UL sl ekl DLl 3 m3lad) ods 5,05 B3pusy (Bl bl
g8 5 ey L8 BJLI LAY 0358 jeeb Jlanm) 1] BLoYL L) 18 Slas Vg Slaslald
o 4135 (Tim Bollerslev) oG JsTelt ods ablan (ol oy (Il (3 Gogie U 29 L
o g s s (ARCH) Lyadl ol Sl 2 dd sy By Ly il Ll 25 L)
Generalized = Olsr Jlis 120 pU G coaall by 2l Ll (65 G NI 30as 230
o Journal of Econometrics ad=s (1986) 3 Autoregressive Heteroscedasticity
bl L sl (3 2L Ak sl ol Jss) e il GARCH £35¢ 0f s e
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28 35 1y A e AL 18 (GARCH) 23U el ells e by W Jgol) el
(273 2020 (s ) (Bollerslev, 1986) =354 (3 2zl ali
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Conditional Heteroskedasticity in Asset olsa «xulps 3 (Nelson, 1991) -G
e 530 =356 Jof casn Econometrica - <25 ) Returns: A New  Approach
13, (Exponential GARCH) .31 (GARCH) zbst [S e abladdl ;2 oLl b
o 370 I3 i 1) 2 il (CRSP) Gsme a8k 3l Labes puis azalys 3 (NelSON) paseeed
bl By iy o i e boad U s OF () acals (3 e sy (1987-1962)
of g s (GARCH) 354 oo 1dlis T (EGARCH) 554 0f das ek ol Ll
Dahlvid & Granberg, )zt 70,5 Lol 2ns J) @op Bl 18 (il zlos!
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:GARCH (1,1) 35—
GARCH (1.1) £35 (6) Js~
Oman Iraq Egypt BAX ADX SAUDI
coefficient | coefficient | coefficient | coefficient | coefficient | coefficient
-0.000238 0.000027 | 0.000223 | 0.000117** | 0.00022** | 0.000264** Cst (M)
-0.754*** 0.087*** | 0.137*** 0.130*** 0.059** 0.169*** AR (1)
0.000071*** 29.675 1.512** 0.486** 0.933*** 0.995*** Cst (V)
0.951*** 1.872 0.133*** | 0.344*** | 0.239*** | 0.153*** | ARCH(Alphal)
0.761*** 0.148 0.828*** | 0.666*** | 0.717*** | 0.785*** | GARCH(Betal)
171 2.02 0.96 1.01 0.96 0.94 Alphal+ Betal
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