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Abstract

This study aimed to test the impact of financial crisis on stock market returns
and volatility in Banking and Insurance sectors in Amman Stock Exchange (ASE), by
testing the behavior of the closing prices of monthly shares for the period (1994-
20101), using GARCH-M model. The study found a significant effect of the crisis,
Mexico in 1994, the crisis of 11 / September / 2001, the Asian crisis of 1997 and the
war on Iraq in 2003, in stock returns and volatility in the banking sector in the
Amman Stock Exchange. And negative statistically significant impact for each of the
Russian crisis 1998, and the global financial crisis 2008 on stock returns and volatility
in the banking sector in the Amman Stock Exchange. There is also a positive
statistically significant effect for each of the Asian crisis of 1997 and the war on Iraq
in 2003, and a negative statistically significant impact for the global financial crisis of
2008, stock returns and volatility in the insurance sector in the Amman Stock
Exchange, Also the test of GARCH-M model had concluded that the biggest impact



of financial crisis concentrated on stock market returns are on banking sector in the

first place, followed by Insurance sector. ﬁ

Key word: volatility, financial crises, Generalized Autoregressive conditional
heteroscedasticity in mean
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NVl aca Jadill (5 o Aiaged) 5 A5 ) sasiall Y Sl 3 Sl il gl g (3) al)
Lii U o) il sam 5 AlexS 5y gal) Alee Jlaxinly 2000 ale & ) 8 jaa Ledey (S5 5]
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fbany) cha g Al @) glae daa s

(Omalil 5 & 5i)) cloUall dlasy) Ciuagl) (1) ab, Jgaad

Bank Sector Insurance Sector

Mean 5623.09 2594.943
Median 2735.65 1556.8
Maximum 18963.1 8038.1
Minmum 1193.2 1133.2

Std. Dev. 4756.959 1790.696
Skewness .950449 1.2217

Kurtosis 2476221 3.477511
Jarque-Bera 34.98984 55.7839
Probablity 0.00000 0.0000

Observation 216 216
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Dependent Variable: LB

Method: ML - ARCH (Marquardt) - Normal distribution
Date: 06/17/12 Time: 15:08

Sample (adjusted): 1994M02 2011112

Included observations: 215 after adjustments
Convergence achieved after 181 iterations

Variance backcast: ON

GARCH = C(9) + C(10)*RESID(-1)*2 + C(11)*"GARCH(-1)

Coefficient Std. Error  z-Statistic Prob.

LOG(GARCH) 6.580855 8.267537  0.795987  0.4260

C -56.83062  77.33645 -0.734849 0.4624
MC 13.50958 29.48467 0.458190  0.6468
AC 437.1764  24.66557  17.72416  0.0000
RC -474.3290 29.69558 -15.97305 0.0000
SC 1349084 29.79710 0452757  0.6507
IRC 1734189 36.25378 4.783472  0.0000
GC -210.6645 67.89879 -3.102625 0.0019

Variance Equation

c 903.6346 4405652 2.051080  0.0403
RESID(-12 0.635816  0.110964 5729918  0.0000
GARCH(-1) 0.581877 0.035513  16.3851"  0.0000
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15 e (e?) of By 3in
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Dependent Variable: LINS
Method: ML - ARCH (Marquardt) = Normal distribution
Crate: 06717712 Tinne: 15:19

Sample (adjusted): 1994M02 2011 M12

Imcluded observations: 215 after adjust ments
Convergence achieved after 201 iterations

Vanance backcast: ON

GARCH = C(9) + C{10/'RESID(- 112 + C{11)"GARCH|-1)

Coeficient Std Emor  =-Statistic Prob

LOG{GARCH) -14 67884 4294777 -3.417835 0.0006
C 88 74823 36.45T06 2434322 0.0149
MC -1.307148 1384910 -0.084385 0.9248
AL 22. 29025 1027693 2.168361 0.03N
RC 1439903 1059097  1.359557 01740
SG 2126356 7.851704 0270815  0.78G5
IRC 172 3144 16.24042 1061022 0.0000
GC 2436421 2514456 -0 659658 0.0000

“anance Equation

C 108.0763 B05389: 131913 01796
RESID{-1)"2 0.364126 0186018 5183347 00000
GARCHI-1) 0477906  0.059332 B.054775 0.0000
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