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Abstract: The objective of this paper is to estimate and analyse the impact of the quantitative
easing policy on the stability of the financial system in the United States during the period (2008-
2018). Several diagnostic tests have been utilized such as Augmented Dickey-Fuller (ADF) and
Phillips-Perron (PP) tests for stationarity. The results show that some variables are stationary at
level whereas other are stationary at first difference. Hence, the autoregressive distributed lag
(ARDL) bounds testing approach was applied.
The results indicate that the quantitative easing policy has a weak significant positive impact on the
stability of the financial system in the United States in the short and long term. Based on these
results, the study recommends that the quantitative easing policy should not be overstated. In
addition, taking into consideration the importance of developing the stock market, as well as
attracting more domestic and foreign investment.
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) 2:(  ADFPP
Unit Root Test ADF PP
At Level
Variable AFSI QER AFSI QER
With Constant t-Stat -4.6495 -3.2065 -2.7033 -4.2542

Prob. 0.0006 0.0267 0.0821 0.0017
Stationarity *** ** * ***

With Constant
& Trend

t-Stat -3.917 -2.3981 -3.498 -2.7097
Prob. 0.0215 0.3751 0.0529 0.2383
Stationarity ** n0 * n0

None t-Stat 0.5903 1.0174 -0.2517 0.658
Prob. 0.8396 0.9155 0.5894 0.8542
Stationarity n0 n0 n0 n0

At First Difference
Variable d(AFSI) d(QER) d(AFSI) d(QER)
With Constant t-Stat -4.6901 -10.4248 -7.106 -5.487

Prob. 0.0007 0 0 0
Stationarity *** *** *** ***

With Constant
& Trend

t-Stat -4.5902 -4.8388 -7.4364 -6.3317
Prob. 0.0048 0.0026 0 0
Stationarity *** *** *** ***

None t-Stat -6.6906 -4.8134 -6.5143 -5.1687
Prob. 0 0 0 0
Stationarity *** *** *** ***

Notes: a: (*)Significant at the 10%; (**)Significant at the 5%; (***)
Significant at the 1% and (no) Not Significant
           b: Lag Length based on AIC

c: Probability based on MacKinnon (1996) one-sided p-values.
Eviews9

) 3:( ARDL

Dependent Variable: AFSI
Method: ARDL
Date: 10/03/19   Time: 06:46
Sample (adjusted): 2009Q1 2018Q4
Included observations: 40 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): QER
Fixed regressors: C
Number of models evalulated: 20
Selected Model: ARDL(2, 0)
Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*

AFSI(-1) 0.714219 0.138809 5.145325 0.0000
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AFSI(-2) -0.247239 0.120524 -2.051373 0.0476
QER 0.147948 0.031565 4.687091 0.0000

C 0.115852 0.038474 3.011210 0.0047

R-squared 0.798192    Mean dependent var 0.466499
Adjusted R-squared 0.781374 S.D. dependent var 0.036267
S.E. of regression 0.016958    Akaike info criterion -5.221573
Sum squared resid 0.010352 Schwarz criterion -5.052686
Log likelihood 108.4315    Hannan-Quinn criter. -5.160509
F-statistic 47.46239 Durbin-Watson stat 2.021602
Prob(F-statistic) 0.000000

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

Eviews9

)4(:

Breusch-Godfrey Serial Correlation LM Test:
F-statistic 1.093451 Prob. F(2,34) 0.3466
Obs*R-squared 2.417342 Prob. Chi-Square(2) 0.2986
Heteroskedasticity Test: ARCH
F-statistic 0.212924 Prob. F(1,37) 0.6472
Obs*R-squared 0.223149 Prob. Chi-Square(1) 0.6367

Eviews9

) 5:(
ARDL Bounds Test
Date: 10/03/19   Time: 08:59
Sample: 2009Q1 2018Q4
Included observations: 40
Null Hypothesis: No long-run relationships exist

Test Statistic Value k

F-statistic 20.69581 1

Critical Value Bounds

Significance I0 Bound I1 Bound

10% 4.04 4.78
5% 4.94 5.73
2.5% 5.77 6.68
1% 6.84 7.84

Eviews9
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) 6:(
ARDL Cointegrating And Long Run Form
Dependent Variable: AFSI
Selected Model: ARDL(2, 0)
Date: 10/03/19   Time: 11:12
Sample: 2008Q3 2018Q4
Included observations: 40

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.

D(AFSI(-1)) 0.247239 0.120524 2.051373 0.0476
D(QER) 0.147948 0.031565 4.687091 0.0000

CointEq(-1) -0.533020 0.089404 -5.961931 0.0000

Cointeq = AFSI - (0.2776*QER + 0.2174 )

Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob.

QER 0.277566 0.056469 4.915331 0.0000
C 0.217351 0.050955 4.265520 0.0001

Eviews9
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Series: Residuals
Sample 2009Q1 2018Q4
Observations 40

Mean  1.08e-16
Median  0.000209
Maximum  0.042312
Minimum -0.033426
Std. Dev.  0.016292
Skewness  0.280859
Kurtosis  3.151771

Jarque-Bera 0.564269
Probability  0.754172
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