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Empirical Study of Efficient Financial Market in Attracting
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Abstract :

The aim of this study is to highlight the role of efficient financial market in
attracting FDI, financial markets are the target for foreign and local investors who
are interested in the efficient allocation of financial resources at their disposal, so
those who rationalize their decisions and achieve Extraordinary profits under the
efficient market.
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So we set out a conceptual framework for an efficient financial market and FDI
and literature as well as the relationship between them as economic theory, then
assess the efficiency and stability of Kuwait financial market and its relation with
FDI from the period from 2006 to 2016 Using the regression model conditional
self-inconsistency errors and integration testing.

The study concluded: Kuwait financial market an efficient and stable market
weak level, and there is a statistically significant relationship between foreign
direct investment and market efficiency.

Keywords: Efficient Market, Foreign Direct Investment, Kuwait Market, ARCH
Form, Joint Integrity.
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Dependent Variable: KIND
Method: Least Squares
Date: 03/15/18 Time: 10:18
Sample: 1 2784
Included observations: 2784

Variable Coefficient Std. Error  t-Statistic  Prob.

C 60434430 1257385. 48.06357  0.0000
R-squared 0.000000 Mean dependent var 60434430
Adjusted R-squared 0.000000 S.D. dependent var 66344210
S.E. of regression 66344210 Akaike info criterion 38.85897
Sum squared resid 1.22E+19 Schwarz criterion 38.86110
Log likelihood -54090.69 Hannan-Quinn criter. 38.85974
Durbin-Watson stat 0.578299
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Test Equation:

Dependent Variable: RESID/2

Method: Least Squares

Date: 03/15/18 Time: 10:25

Sample (adjusted): 2 2784
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Variable Coefficient Std. Error t-Statistic Prob.
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R-squared 0.000162 Mean dependent var 4.40E+15
Adjusted R-squared -0.000197 S.D. dependent var 5.92E+16
S.E. of regression 5.92E+16 Akaike info criterion 80.07875
Sum squared resid 9.75E+36 Schwarz criterion 80.08301
Log likelihood -111427.6 Hannan-Quinn criter. 80.08028
F-statistic 0.451363 Durbin-Watson stat 2.000265
Prob(F-statistic) 0.501744
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Date: 03/15/18 Time: 09:51

Sample (adjusted): 2009 2016

Included observations: 8 after adjustments
Trend assumption: Linear deterministic trend
Series: DFDI FERM

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value  Prob.**
None * 0.962035 30.29663 15.49471 0.0002
At most 1 * 0.403091 4.127927 3.841466 0.0422
Trace test indicates 2 cointegrating egn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value  Prob.**
None * 0.962035 26.16870 14.26460 0.0004
At most 1 * 0.403091 4.127927 3.841466 0.0422

Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegrating Coefficients (normalized by b'*S11*b=lI):
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DFDI FERM
0.664998 0.000480
2.430629 -0.000198

Unrestricted Adjustment Coefficients (alpha):

D(DFDI) 0.297780 -0.366161
D(FERM) -1553.406 328.2497
1 Cointegrating Equation(s): Log likelihood -62.64758
Normalized cointegrating coefficients (standard error in parentheses)
DFDI FERM
1.000000 0.000722
(7.7E-05)
Adjustment coefficients (standard error in parentheses)
D(DFDI) 0.198023
(0.19277)
D(FERM) -1033.012
(200.200)
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