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ABSTRACT

The Objective of this study is to examine the effect of exchange rate
system on the balance of payments, with a case study of a group of Arab
countries. First we shed light on the most important theoretical and
empirical studies of exchange rate systems and their macroeconomics
effects in one hand. In the other hand we study a case of six oil
exporting Arab countries. To achieve this purpose we adopted a panel
data and run an econometric model to examine the relationships
between the variables during the period 2000 to 2016. The study
concluded that there is a significant positive correlation between the
exchange rate as an independent variable and the balance of payments
as a dependent variable, and there is no deference in the effects of the
exchange system in the study of six Arab economies.
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.(Breusch-Pagan LM) 4slasll Lol alassul

eranl) Jas) g3 el gl 93 Jali Y1 sl il : (03) oy Jsan

ksl LLs )Y I3 sl
Statistic  4flasl il Prob  alaay)
Breusch-Pagan LM 58.27257 0.0000

. (04) i, Galdl claas e Tolaiel cpfialdl dlae) © jaadl

«Breusch-Pagan LM 4glas) ddlial ded of maiy ¢(03) i, Jsaadl DA
Lo 138 5 Hy bl G il iy Ho dieall G il iy o L 1385 (%5 e Ll ]
Al sdal) ¢UadBU ek Ll ) ol of Sy

Zasa & il 5 Au 5l o3l ) 3 gl Apadlal il Jlaa) e G L) AaMAS
Hlgaal dauld JSlia sac (e ey 3 sail) ((f and aganill sVl

‘\A; Camia paail) Jales v

€ omalal) w3 aill 4 sdall sUadl ¥V

) gl oUaaS bd Ll sy V)

JS Ay sina e 5 Apala@] A0l ae A8 e e o) CDlees s AT da e
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laa DA S bae Apuld DG e ey Al jal) o3gd JiY1 3l of s of ax

tlaa (p paie (B Adls o 3sa g Jaadl Cum AL Al A3 DA (e alpeat e Jeall lladl)
sle Al s Jlay @l sy &5« RINFLs RBOP il e @l axy lasald INFL s BOP
13 5 cAiuaal) all aladiuly Qi) by z3lal @l ANy el cllee sale) s Alal) Al
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Correlation LRBOP LEXCH LGDP _ LGOVR LRINFL | LPP
Probability
LRBOP  1.00000
LEXCH  0.055831 1.000000
0.5773 -
LGDP  0.046368 0.342851 1.000000
0.6435 00004 -
LGOVR -~ 0069684 0.004974 1.000000
0135801 04865 09604 -
0.1735
LRINFL  0.066868 0.137138 0.156153 -0.306644 1.000000
05043 01693 01171 00017 -
LPP  0.183330 -0.005505 0.452045 -0.216033 0.338320 | 1.000000
0.0651 09562  0.0000 00292  0.0005 | -

EViews zali s e lalaic) pfialdl dac) jaadl
Op LY Jelas a8 cpueat llia (o Jaadl sl ailly olill il 5 Al all Al
Gl DL 23 saill slay oSy Al a s Lo 1385 Al jall ) a5 Al il
sl < il g il el s AR Aadal ADIA e Say 35 (L
Copmnil) Sy Al 3 3 g e ¢ Ll
Aalaad) JS5 38 4y el 23 gatll Apzaly ) ADARY Jia (Say (05) b Galdl Pla (e
sadl
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LRBOP =4.885+0.0076*LEXCH+0.0033*LGDP+ 0.00182*LGOVR -
0.0021*LRINFL+0.027*LPP

Ttest (Pvalue)

(0.0000) (0.0574) (0.6311) (0.9343) (0.9013)
(0.0971)

Prob(F-statistic) 0.057775

Raad ) il ALl day Cpueanal) 73 pad 1S
L ) el el jal an 50 IS5 Guead 38 Al jall LaY) z3sadll o Jaadls
) jitie LS 5 Al Clias o) aly S0 z3sall @b Guady ) oSaddl e a3 e g
A jal) e Judl Ll Caa et ) Cileanall Aallaal den
PR W [P YOS R VN ERR I g [ WP JRCH VE S g 5
ity 80 daily 20125 2008 i 8 1 @l Aad & eay e Dum
(0 gl A o ilihana) Al A pally (ald il i)
iy 40 dadl 5 2016 2015 e b 1 dedll al Adlad & ea s yete Dun
(0 gl A o cilihana) Al A pally (ald il i)
Al clinial DA (e (338) & yliie Ll 35m 5 a5 Al oailadll | jlas el
o gand) A gal bl
Ailial 2ny Gl 723 gaill Apaly ) 4D Ji Ky (06) A Galdl DA s
P Alaleal) USG5 23 satll 32T, dia g dpan 5l) il

LRBOP=4.852+0.00841*LEXCH+0.00177*LGDP+0.008*LGOVR-
0.00156*LRINFL
+0.033*LPP + 0.505*DUM - 1.229*DUN

Ttest (Pvalue)
(0.0000) (0.0006) (0.6708) (0.5421) (0.9106)
(0.9106) (0.0000) (0.0000)

Prob(F-statistic) (0.000000) DW 1.614632 R? 0.830793
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Tl Baadl G ¢ ey S 73 salll Gpuea Fpad g Gl puriiall Adlis) eyl Laadls
Agen sl il el Adlis) 8 Lgiad oo 4 )lie 1.614632 cialy Cua Ciinas DW 4liaal ~
¢1.188816 << ¢
¢ 0.103913 4ied culS ) 22, 0.830793 &l Cus AV 58 Guai R 2l Jales
.0.057775 (s suss il
ssbd A (exch) coall jrw lgie dala dliind) @ paaiall 46 5ol 4 ginall Guant 7
965 e Ll 8 a5 0.0006
el 3 5ad) Hadla s sale) ¢ e
G Lo b laalaie) 5 Al LAY (i W23l Cpuendl) 23 saill s jliid) sale) i
sUaaU A3 Lals W) jlaal L1
iglany) Jlos) Hadiuly Guadl zigall ¢UadB 33 Ll ) jlod) Al calg
t AW J sl =m0 WS (Breusch-Pagan LM)

sUaaSU A3 s Y1 sl g3 0(05) Al Jsaa

ksl Ll )Y 3 ¢ e SU

Statistic  4flasl) il Prob alaay)
Breusch-Pagan LM 16.45029 0.3528

Eviews gl alainly opfialll dae) 1 jaadl

«Breusch-Pagan LM islas) ddlaal dad =i ((05) &, Jeaal DA
al sl ¢ Ho o jieall Gacmall avg Hy il G dl) Jods oy Le 13 (%5 (e Ll ]
comnall 73 gatll A piall pUnd) (3Ll ) 2 Y
.(Normality test) 43l siall ¢Uaddl apadall o35l jlgal 2
& Al siall cUaaB (Jarque-Bera) ashll gl il il o Jal) JSa) may
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30
Series: Standardized Residuals
Sample 2000 2016
254 ] Obsenvations 102
20 Mean 0.002833
Median -0.007715
15 Maximum 0.355454
Minimum -0.291887
Std. Dew. 0.111172
10 Skewness 0.859128
Kurtosis 5.797549
54
Jarque-Bera 45.80942
— ’—‘ T Probability 0.000000
o4t " —tt—t—+—7—+—+—
03 0.2 0.1 0.0 o1 o2 0.3

Eviews zdi » e alaeYl opfialll dae) 1 juadl
«WasYL ialal (Jarque-Bera) iflasyl ded of (02) A8, JSal (e els
i aadll (Chi-square) aa s @\S dsbanyl dad o S aseadll JasiV) 23 sail 430 sl
ALad) daca il 5 s 4ies €0.05 e Wl Laual 0.0000 s ss 35 (P-Value) o L
csl ai Yz saill A sial) o Uad¥ ol oSad) ey aie s (Ho & jteall A ll b 55 Hy
.(heteroskedasticity )culall Luilas axe jlsal 3
tofllill i @l e (heteroskedasticity )il Gwilad aae jLas) adisy
¢ zasaill ¢UadBU il (uilas aae 1 Hy
sl o UadB cplil puilas 1 Hy
LS maall z3gaill (heteroskedasticity )oulal (uilad ane Lol il culs

.(heteroskedasticity) cplll (uilas axe Ll =35 1(06) a8 Jsaa

(heteroskedasticity) cplill (uilat ase Lis/

Value iglaal) dad Prob allaay)
Heteroskedasticity LR Test 188.1274 0.0000

Eviews gl aladinly cpfialll dae) 1 jaad)
Lae 965 ¢ Lalas il a5 0.000 = (P-Value) of Ladb « JLia¥) zbi A (e
Ol (st pny AL Hy Ald) G a Qs Wy
O Al V) ) A G 4 Jea gl 5 3 z3sadl o (e Lee Lalsa
oo Jia 53 Caeall aa Lo Loy Aliie < piie 3205 i ieS e shaall o e
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Dependent Variable: BOP
Method: Panel Least Squares
Sample: 2000 2016
Periods included: 17
Cross-sections included: 6
Total panel (balanced) observations: 102

Variable Coefficient ~ Std. Error  t-Statistic Prob.
C -7.967768  13.66794 -0.582953  0.5613
EXCH -0.019744  0.102855 -0.191959  0.8482
GDP -0.000359  0.000874 -0.410911  0.6821
GOVR -0.105154  0.606872 -0.173271  0.8628
INFL 0.232448  0.984407  0.236130  0.8138
PP 0.255187  0.101561  2.512639  0.0137
R-squared 0.076292 Mean dependent var 7.353069
Adjusted R-squared  0.028182 S.D. dependent var 29.96214
S.E. of regression  29.53692 Akaike info criterion 9.666182
Sum squared resid  83753.24 Schwarz criterion  9.820592
Log likelihood -486.9753 Hannan-Quinn criter. 9.728707
F-statistic  1.585788 Durbin-Watson stat 0.972524

Prob(F-statistic) 0.171396

ALl aIJﬁZﬂI A il (02) pd) gale
Dependent Variable: BOP
Method: Panel Least Squares
Sample: 2000 2016
Periods included: 17
Cross-sections included: 6
Total panel (balanced) observations: 102

Variable Coefficient  Std. Error  t-Statistic Prob.
C 60.36838  19.84261  3.042360 0.0031
EXCH -0.588723  0.652247 -0.902609 0.3691
GDP -0.000237  0.000815 -0.290688 0.7720
GOVR -3.195484  1.008379 -3.168932 0.0021
INFL -0.424858  0.952299 -0.446139 0.6566
PP 0.148716  0.096161 1.546528 0.1254

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.279170 Mean dependent var 7.353069
Adjusted R-squared  0.199958 S.D. dependent var 29.96214
S.E. of regression  26.79965 Akaike info criterion 9.516228
Sum squared resid  65358.14 Schwarz criterion  9.799313
el a le 5 3 lall a glall g ApalaBY a glall 08 &8 5l ol daals
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Log likelihood -474.3276 Hannan-Quinn criter. 9.630859
F-statistic  3.524338 Durbin-Watson stat 1.157257
Prob(F-statistic) 0.000576

Al gl i S0 s eilii (03) ad Gale
Dependent Variable: BOP
Method: Panel EGLS (Cross-section random effects)
Sample: 2000 2016
Periods included: 17
Cross-sections included: 6
Total panel (balanced) observations: 102
Swamy and Arora estimator of component variances

Variable Coefficient  Std. Error  t-Statistic Prob.
C 5.887465  14.39123 0.409101 0.6834
EXCH -0.036830  0.124295 -0.296315 0.7676
GDP -0.000412  0.000801 -0.513615 0.6087
GOVR -0.813443  0.655925 -1.240146 0.2179
INFL 0.044376  0.908669 0.048837 0.9612
PP 0.234978  0.093072 2.524681 0.0132

Effects Specification
S.D. Rho

Cross-section random 5.858928 0.0456
Idiosyncratic random  26.79965  0.9544

Weighted Statistics

R-squared 0.092852 Mean dependent var 5.461712
Adjusted R-squared  0.045605 S.D. dependent var 29.34858
S.E. of regression  28.67155 Sum squared resid  78917.55
F-statistic  1.965236 Durbin-Watson stat 1.010151

Prob(F-statistic) 0.090731

.Q,.azu,;ill asi¥l z3 gail & [ gull 9_7/.511 LLi Y jlas) L (04).}«5 iy (sl
Residual Cross-Section Dependence Test
Null hypothesis: No cross-section dependence (correlation) in residuals
Equation: Untitled
Periods included: 17
Cross-sections included: 6
Total panel observations: 102
Note: non-zero cross-section means detected in data
Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 58.27257 15  0.0000
Pesaran scaled LM 7.900453 0.0000
Pesaran CD 3.136177 0.0017
el a le 5 3 lall a glall g ApalaBY a glall 08 &8 5l ol daals
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Dependent Variable: LRBOP
Method: Panel EGLS (Period weights)
Sample: 2000 2016
Periods included: 17
Cross-sections included: 6
Total panel (balanced) observations: 102
Linear estimation after one-step weighting matrix

Variable Coefficient  Std. Error  t-Statistic Prob.
LEXCH 0.007693  0.004000 1.923092 0.0574
LGDP 0.003386  0.007029  0.481773 0.6311
LGOVR 0.001826  0.022094  0.082654 0.9343
LRINFL -0.002163  0.017397 -0.124357 0.9013
LPP 0.027323  0.016309 1.675332 0.0971
C 4.885099  0.092993  52.53212 0.0000

Weighted Statistics

R-squared 0.103913 Mean dependent var 12.14766
Adjusted R-squared  0.057241 S.D. dependent var 8.825928
S.E. of regression  0.189435 Sum squared resid 3.445032
F-statistic  2.226483 Durbin-Watson stat 1.188816

Prob(F-statistic)  0.057775

At gl & piiall diliial day Gpunall 3 gaill i meildi (06) pd) gale
Dependent Variable: LRBOP
Method: Panel EGLS (Period weights)
Sample: 2000 2016
Periods included: 17
Cross-sections included: 6
Total panel (balanced) observations: 102
Linear estimation after one-step weighting matrix

Variable Coefficient  Std. Error  t-Statistic Prob.
C 4.852908 0.057494  84.40781 0.0000
LEXCH 0.008414  0.002372  3.547098 0.0006
LGDP 0.001776  0.004166  0.426348 0.6708
LGOVR 0.008005  0.013084  0.611798 0.5421
LRINF -0.001568  0.013933 -0.112558 0.9106
LPP 0.033001  0.009531  3.462564 0.0008
DUM 0.505969  0.032033 15.79537 0.0000
DUN -1.229718  0.131757 -9.333203 0.0000

Weighted Statistics

R-squared 0.830793 Mean dependent var 11.96149
Adjusted R-squared  0.818192 S.D. dependent var 9.997345
S.E. of regression  0.115275 Sum squared resid  1.249104
F-statistic  65.93312 Durbin-Watson stat 1.614632

Prob(F-statistic) 0.000000
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Residual Cross-Section Dependence Test
Null hypothesis: No cross-section dependence (correlation) in
weighted
residuals
Equation: EQ11
Periods included: 17
Cross-sections included: 6
Total panel observations: 102
Note: non-zero cross-section means detected in data
Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 16.45029 15  0.3528
Pesaran scaled LM -0.830660 0.4062

Pesaran CD 0.718496 0.4725

.(heteroskedasticity) cplill (wilas are JLis/ zilii (08):ad) Gale
Panel Cross-section Heteroskedasticity LR Test

Null hypothesis: Residuals are homoskedastic
Equation: EQWITHDUMMY

Specification: LRBOP C LEXCH LGDP LGOVR LRINFL LPP DUM
DUN

Value df Probability
Likelihood ratio 188.1274 6 0.0000

LR test summary:
Value df
Restricted LogL 66.56115 94
Unrestricted LogL 160.6248 94
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