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Abstract:

This study aims at investigating the determinants of integration
financial markets among a group of western Mediterranean countries
(Egypt, Tunisia, and Morocco) during the period 2010-2018. It was
measured the degree of conditional correlation between each financial
markets using the DCC-GARCH model, and the bound test of go-
integration from ARDL model was used to study the determinants of
integration of each financial market: macroeconomics, the
characteristics of financial market, and international variable.

The DCC-GARCH model showed an important correlation
between financial markets. The bound test showed that the
determinants of integration between Cairo and Casablanca are the rate
of export coverage import, the capitalization and number of
transactions. While the determinants of integration between the Tunisia
and Casablanca are the effective real exchange rate, the coverage rate,
the capitalization and the international variables. Finally, the
determinants of integration between Cairo and Tunisia is the effective
exchange rate.

Keywords: Portfolio diversification, the determinants of financial
market integration, DCC-GARCH Model, ARDL Model

Jel Classification:016, O19.
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0.0291** -2.221512 0.000810 -0.001801 EXG2
0.6189 -0.499367 3.544872 -1.770192 TREGTU
0.8104 0.240687 0.187966 0.045241 MCP
0.9266 0.092425 0.005687 0.000526 TRAN
0.5654 0.577163 0.565880 0.326605 TUOV
0.3034 -1.035746 0.050457 -0.052261 PEW
0.1834 1.341723 0.032127 0.043105 GOwW

EC = CORREGTU - (-0.1070*EX_IM -0.0018*EXG2 -1.7702*TREGTU +
0.0452*MCP + 0.0005*TRAN + 0.3266*TUOV -0.0523*PEW + 0.0431

*GOW )

Prob. t-Statistic Std. Error Coefficient Variable
0.6229 0.493660 0.001768 0.000873 DUM1
0.9914 0.010874 0.001452 1.58E-05 DUM2
0.0000**

* -4,800383 0.026813 -0.128714  CointEq(-1)*
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Null Hypothesis: No levels relationship  F-Bounds Test

1(1) 1(0) Signif. Value Test Statistic
Asymptotic:
n=1000
2.79 1.66 10% 3.227396  F-statistic
3.11 1.91 5% 8 k
3.4 2.15 2.5%
3.79 2.45 1%

Levels Equation
Case 1: No Constant and No Trend

Coefficien
Prob. t-Statistic Std. Error  t Variable

0.0295**  -2.214500 0.044945 -0.099532 EX_IM
0.9711 0.036322 0.000211 7.65E-06 EXG2
0.8542 0.184379 0.136651 0.025196 TREGMO
0.0334**  -2.162587 0.143085 -0.309435 MCP

0.3088 -1.023841 0.305628 -0.312915 TUOV
0.0048**  2.896044 0.004993 0.014460 TRAN
0.6109 -0.510682 0.014737 -0.007526 GOW
0.3823 -0.878192 0.016242 -0.014264 PEW

EC = CORREGMO - (-0.0995*EX_IM + 0.0000*EXG2 + 0.0252* TREGMO
-0.3094*MCP -0.3129*TUOV + 0.0145*TRAN -0.0075*GOW -0.0143
*PEW )

Coefficien
Prob. t-Statistic Std. Error  t Variable

0.1946 1.307411 0.001577 0.002062 DUM1
0.0045**  2.915699 0.001504 0.004384 DUM2
0.0000***  -5.640293 0.034956 -0.197164 CointEq(-1)*
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Null Hypothesis: No  levels

relationship F-Bounds Test

1(2) 1(0) Signif. Value Test Statistic
Asymptotic:

n=1000
3.06 1.95 10% 5.385427  F-statistic
3.39 2.22 5% 8 k
3.7 2.48 2.5%
4.1 2.79 1%
Levels Equation
Case 3: Unrestricted Constant and No Trend
Prob. t-Statistic Std. Error Coefficient Variable
0.0703* -1.833344 0.017722 -0.032490 EX_IM
0.0010** -3.421676 0.000211 -0.000723 EXG2
0.2135 1.253562 0.942825 1.181890 TRTUMO
0.0000**

* -4.439168 0.031513 -0.139893 MCP
0.6573 0.445211 0.248948 0.110834 TUOV
0.2251 -1.221949 0.003021 -0.003692 TRAN
0.0000**

* 6.999673 0.014240 0.099679 GOwW
0.0035** -3.008079 0.007929 -0.023852 PEW

EC = CORRTUMO - (-0.0325*EX_IM -0.0007*EXG2 + 1.1819*TRTUMO
-0.1399*MCP + 0.1108*TUOV -0.0037*TRAN + 0.0997*GOW -0.0239

*PEW )
Prob. t-Statistic Std. Error Coefficient Variable
0.0000**
o -6.528971 0.001364 -0.008908 DUM2
0.0000**
o -7.285940 0.064328 -0.468689  CointEq(-1)*
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wasis maa | Serial Correlaion (AW LYY | 360518 0.2624
Heteroskedasticity (o3 o<a3) | (.607006 0.8907
ARDL ¢35« | Nomality test (Jarque-Bera) 118.8134 0.0000
e o | Serial Correlaion 0.000732 0.9993
yxally was | Heteroskedasticity 0.517287 0.9427
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