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Abstract:
This study aimed to attempt to highlight the importance of the financial engineering

industry in increasing the integration of global financial markets. The formed markets of
the Euronext stock exchange were chosen to be a sample for our study, as it is a newly
established stock exchange, and it also contains many of the products and processes that
financial engineering has produced in the financial markets.

The study finally concluded that financial engineering contributed significantly to
the interconnection of the various global financial markets, which was proven by the
various tests that we applied to the sample of our study, the Euronext Stock Exchange,
where we recorded a very large degree of integration between the various markets that
constitute it.

Keywords: Financial engineering; Johansson test; Euronext stock exchange; financial
market integration.
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Augumented Dickey-Fuller

Y Jsd1 Gyall ol AR
Non Tre8 Int Int Non Tred Int Int
-10.5495 -10.4953 -10.5321 0.4516 -2.9673 -1.7244 T
1) | (0.0000) | (0.0000) | (0.0000) | (0.8100) | (0.1469) | (0.4158) | Prob | AC4°
-10.6017 -10.5503 -10.5408 -0.0159 -2.3994 -2.3661 T
PSI20

1(1) (0.0000) | (0.0000) | (0.0000) | (0.6854) | (0.3775) | (0.1541) | Prob

420



sl yldo

el dot Jasild) s (§390cice

-10.8965 | -10.8795 | -10.9296 | 0.7080 | -2.5756 | -1.2209 T

1(1) (0.0000) | (0.0000) | (0.0000) | (0.8665) | (0.2923) | (0.6628) | Prob AEX
-10.5092 | -10.3931 | -10.4521 | -0.1211 | -3.0097 | -2.9739 T

1(1) (0.0000) | (0.0000) | (0.0000) | (0.6394) | (0.1351) | (0.0410) | Prob BEL 20
10.4648 | -10.3677 | -10.4301 | 02521 | -2.7307 | -2.3132 T

1(1) (0.0000) | (0.0000) | (0.0000) | (0.7569) | (0.2270) | (0.1700) | Prob ISEQ20
-10.6008 | -10.9100 | -10.9101 | 1.5987 | -2.3471 | -0.3233 T

1(1) (0.0000) | (0.0000) | (0.0000) | (0.9726) | (0.4046) | (0.9163) | Prob 0BX
-2.5897 -40586 | -3.5014 | -2.5895 | -4.0575 | -3.5006 | %1
-1.9442 -3.4583 28925 | -1.9442 | -3.4578 | -2.8922 | %5 !l
1.6144 -3.1551 25833 | -1.6145 | -3.1548 | -2.5831 | %10 | =/l
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CAC40 PSI20 AEX BEL 20 ISEQ 20 OBX
CAC40 1.000000 | 0.769723 | 0.872844 | 0.865394 | 0.731235 | 0.759551
PSI20 1.000000 | 0.780514 | 0.819790 | 0.670544 | 0.744616
AEX 1.000000 | 0.881358 | 0.729195 | 0.776872
BEL 20 1.000000 | 0.708125 | 0.773780
ISEQ 20 1.000000 | 0.691380
OBX 1.000000
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(P) shobeill 2y s gl 6 Jpua
P VAR(1) VAR(2) VAR(3) VAR(4) VAR(5) VAR(6) VAR(7) VAR(8)
AIC 71.19 71.45 721 72.08 72.09 71.24 68.95"
SC 81 81.82 79.69 78.23 76.27 74.63 72.88"
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"Trace Test" ¥ Las| il :7 Jgazd!

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo. of CE(s) Eigenvalue Statistic Critical Value FPraob. **
Mone * 0.901767 486.0235 125.6154 0.0001
Atmost1* 0.840207 2096719 95.75366 0.0000
At most2* 0573927 1702975 59.81889 0.0000
Atmost3* 0408352 1054585 47 85613 0.0000
At most4 ™ 0.373581 565.44182 29.79707 0.0000
At mosts* 0.252955 29.89391 15.49471 0.0002
At mostE* 0.095709 T.F30017 3. 841466 0.0054

Trace test indicates 7 cointegrating egnis) atthe 0.05 level
* denotes rejection ofthe hypothesis atthe 0.05 level
“*MacKinnon-Haug-Michelis (1999) pwvalues
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Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Mo, of CE(s) Eigenvalue Statistic Critical Value Prob.**
MNone * 0.9017&7 176.3515 46.23142 0.0000
At most 1 * 0.840207 139 3744 A0 0F 757 0.0001
At most2* 0.573927 64 83899 33 BT6BT 0.0000
At most3* 0.409352 40 01669 27 58434 0.0008
At most 4= 0.373581 35 54791 2113162 0.0003
At mosts* 0.252955 2216390 1426460 0.0023
At mostg* 0096709 7. 730017 3841466 0.0054

Max-eigenvalue test indicates 7 cointegrating egnis) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MackKinnon-Haug-Michelis (1999) p-values
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