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The effect of fluctuations in foreign exchange rates on the returns of shares in capital goods 

companies in the Saudi financial marke 

 

: This study examines the effect of fluctuations in foreign exchange rates (US dollar, 

Euro, and Indian rupees) on the stock return rates for capital goods companies in the Saudi 

financial market using monthly data during the period 2009-2019, and this study is based on the 

analysis using the common integration test self-regression model Distributed Slowdown (ARDL) 

presented by Pesaran et al 2001, and the experimental results of this study confirm that fluctuations 

in the exchange rate of the dollar and the Indian rupee have an impact on the rates of returns in the 

short term while there is no effect of the euro on the rates of return, and that The effect is limited to 

the short term and there is no effect of these variables on rates of return in the long run. 

 

. 
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𝑅𝑒𝑛𝑡 =
Ia(t) − Ia(t − 1)

Ia(t − 1)

Δ𝑆 =
S(t) − 𝑆(𝑡 − 1)

S(t − 1)
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Panel unit root test: Summary   

Series:  RENT   

Date: 12/29/19   Time: 21:05  

Sample: 2009M01 2019M08   

Exogenous variables: Individual effects 

Automatic selection of maximum lags  

Automatic lag length selection based on SIC: 0 to 2 

Newey-West automatic bandwidth selection and Bartlett kernel 
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CUSUM of Squares 

 

 اختبارات  استقرار النموذج 
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   Cross-  

Method Statistic Prob.** sections Obs 

Null: Unit root (assumes common unit root process)  

Levin, Lin & Chu t* -32.2921  0.0000  8  1007 

     

Null: Unit root (assumes individual unit root process)  

Im, Pesaran and Shin W-

stat  -36.8633  0.0000  8  1007 

ADF - Fisher Chi-square  575.854  0.0000  8  1007 

PP - Fisher Chi-square  515.374  0.0000  8  1009 

          
** Probabilities for Fisher tests are computed using an asymptotic 

Chi 

        -square distribution. All other tests assume asymptotic 

normality. 

Eviews 9.0  

Panel unit root test: Summary   

Series: Δ DOL    

Date: 12/29/19   Time: 21:06  

Sample: 2009M01 2019M08   

Exogenous variables: Individual effects 

Automatic selection of maximum lags  

Automatic lag length selection based on SIC: 1 

Newey-West automatic bandwidth selection and Bartlett kernel 

Balanced observations for each test   

          
   Cross-  

Method Statistic Prob.** sections Obs 

Null: Unit root (assumes common unit root process)  

Levin, Lin & Chu t* -45.2245  0.0000  8  1008 

     

Null: Unit root (assumes individual unit root process)  

Im, Pesaran and Shin W-

stat  -45.5334  0.0000  8  1008 

ADF - Fisher Chi-square  717.420  0.0000  8  1008 

PP - Fisher Chi-square  147.365  0.0000  8  1016 

          
Eviews 9.0 

 

Panel unit root test: Summary   

Series: Δ EUR    

Date: 12/29/19   Time: 21:07  

Sample: 2009M01 2019M08   



__________________________________________________________________ PPIISSSSNN::EEIISSSSNN______

 

 

 
- 293 - 

Exogenous variables: Individual effects 

Automatic selection of maximum lags  

Automatic lag length selection based on SIC: 0 

Newey-West automatic bandwidth selection and Bartlett kernel 

Balanced observations for each test   

          
   Cross-  

Method Statistic Prob.** sections Obs 

Null: Unit root (assumes common unit root process)  

Levin, Lin & Chu t* -36.6680  0.0000  8  1016 

     

Null: Unit root (assumes individual unit root process)  

Im, Pesaran and Shin W-

stat  -33.3798  0.0000  8  1016 

ADF - Fisher Chi-square  610.503  0.0000  8  1016 

PP - Fisher Chi-square  610.212  0.0000  8  1016 

          
Eviews 9.0

 

Panel unit root test: Summary   

Series: Δ RUP    

Date: 12/29/19   Time: 21:08  

Sample: 2009M01 2019M08   

Exogenous variables: Individual effects 

Automatic selection of maximum lags  

Automatic lag length selection based on SIC: 0 

Newey-West automatic bandwidth selection and Bartlett kernel 

Balanced observations for each test   

          
   Cross-  

Method Statistic Prob.** sections Obs 

Null: Unit root (assumes common unit root process)  

Levin, Lin & Chu t* -34.8210  0.0000  8  1016 

     

Null: Unit root (assumes individual unit root process)  

Im, Pesaran and Shin W-

stat  -31.4452  0.0000  8  1016 

ADF - Fisher Chi-square  578.969  0.0000  8  1016 

PP - Fisher Chi-square  584.772  0.0000  8  1016 
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Model Selection Criteria Table    

Dependent Variable: RENT    

Date: 12/29/19   Time: 21:11    

Sample: 2009M01 2019M08    

Included observations: 1017    

            
Model LogL AIC* BIC HQ Specification 

            
1  709.369554 -1.447057 -1.221764 -1.361088 ARDL(1, 1, 1, 1) 

13  712.969872 -1.437502 -1.170295 -1.335540 ARDL(2, 1, 1, 1) 

25  720.878012 -1.437303 -1.128180 -1.319347 ARDL(3, 1, 1, 1) 

37  723.826567 -1.426333 -1.075296 -1.292383 ARDL(4, 1, 1, 1) 

2  720.770032 -1.419696 -1.068658 -1.285746 ARDL(1, 2, 2, 2) 

49  726.240592 -1.414203 -1.021250 -1.264259 ARDL(5, 1, 1, 1) 

14  723.780573 -1.408861 -1.015908 -1.258917 ARDL(2, 2, 2, 2) 

26  730.726967 -1.406573 -0.971705 -1.240635 ARDL(3, 2, 2, 2) 

61  728.577814 -1.401906 -0.967038 -1.235968 ARDL(6, 1, 1, 1) 

85  742.193740 -1.396729 -0.878031 -1.198802 ARDL(8, 1, 1, 1) 

38  734.088569 -1.396501 -0.919718 -1.214568 ARDL(4, 2, 2, 2) 

73  733.173167 -1.394513 -0.917730 -1.212580 ARDL(7, 1, 1, 1) 

3  731.933938 -1.391822 -0.915039 -1.209889 ARDL(1, 3, 3, 3) 

97  745.325031 -1.386156 -0.825544 -1.172235 ARDL(9, 1, 1, 1) 
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50  736.144555 -1.383593 -0.864895 -1.185666 ARDL(5, 2, 2, 2) 

15  734.811376 -1.380698 -0.862000 -1.182771 ARDL(2, 3, 3, 3) 

109  750.642306 -1.380331 -0.777803 -1.150416 ARDL(10, 1, 1, 1) 

121  757.226712 -1.377257 -0.732814 -1.131348 ARDL(11, 1, 1, 1) 

27  740.792081 -1.376313 -0.815700 -1.162392 ARDL(3, 3, 3, 3) 

62  738.974625 -1.372366 -0.811754 -1.158445 ARDL(6, 2, 2, 2) 

86  753.366776 -1.368875 -0.724432 -1.122966 ARDL(8, 2, 2, 2) 

Eviews 9.0 

Eviews 9.0  

Dependent Variable: D(RENT)   

Method: ARDL    

Date: 12/29/19   Time: 21:15   

Sample: 2009M02 2019M08   

Included observations: 1009   

Maximum dependent lags: 12 (Automatic selection) 

Model selection method: Akaike info criterion (AIC) 

Dynamic regressors (12 lags, automatic): ΔDOL ΔRUP ΔEUR     

Fixed regressors: C   

Number of models evalulated: 144  

Selected Model: ARDL(1, 1, 1, 1)  

Note: final equation sample is larger than selection sample 

          
Variable Coefficient Std. Error t-Statistic Prob.*   

          
 Long Run Equation   

          
ΔDOL 1400.554 1853.183 0.755756 0.4500 

ΔRUP 0.038551 0.199013 0.193709 0.8464 

ΔEUR 0.119529 0.196298 0.608913 0.5427 

          
 Short Run Equation   

          
COINTEQ01 -1.208500 0.137865 -8.765833 0.0000 

Δ(DOL) -1324.206 467.1466 -2.834668 0.0047 

Δ(RUP) 0.253177 0.108420 2.335146 0.0197 

Δ(EUR) -0.253208 0.142597 -1.775692 0.0761 

C -0.005648 0.001772 -3.187099 0.0015 

          
Log likelihood 680.0208    

          
*Note: p-values and any subsequent tests do not account for model 

        selection.   
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Coefficient Confidence Intervals       

Date: 12/29/19   Time: 21:16        

Sample: 2009M01 2019M08        

Included observations: 1017        

                      
   90% CI  95% CI  99% CI 

Variable Coefficient  Low High  Low High  Low High 

                      
ΔDOL  1400.554  -1650.563  4451.672  -2236.138  5037.246  -3382.302  6183.410 

ΔRUP  0.038551  -0.289109  0.366210  -0.351993  0.429095  -0.475080  0.552181 

ΔEUR  0.119529  -0.203661  0.442718  -0.265688  0.504745  -0.387095  0.626153 

           0           
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Series: Residuals

Sample 2009M01 2019M08

Observations 1009

Mean       9.42e-19

Median   0.002242

Maximum  1.101977

Minimum -2.046923

Std. Dev.   0.147759

Skewness  -5.331997

Kurtosis   85.28168

Jarque-Bera  289414.6

Probability  0.000000
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