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Q2 1869.3 435.2 431.1 9,200.1 1,204.5 2,644.0 3,848.5 6,912.9 7,945.6 74.3
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Q3 1859.7 420.4 3982 9,541.7 1,115.8 2,713.7 3,829.5 7,200.8 8,242.3 31.1
Q4 1832.5 423.5 396.9 10,051.9 1,407.4 2,791.8 4,199.2 7,484.1 8,645.0 72.3
Q1 1770.9 429.5 365.1 10,372.0 1,243.6 2,833.6 4,077.2 7,713.2 8,775.9 50.7
Q2 1907.9 459.4 456.7 10,479.3 1,337.2 2,920.9 4,258.1 7,830.9 8,907.9 80.5
Q3 1897.8 453.6 398.4 10,984.5 1,382.7 3,021.3 4,404.0 8,181.3 9,247.3 65.6
Q4 1900.4 450.8 4238 11,190.7 1,373.2 3,106.9 4,480.1 8,303.7 9,387.3 144.0
Q1 1892.1 4419 371.6 11,450.8 1,355.8 3,319.6 4,675.4 8,454.4 9,801.3 166.1
Q2 1942.4 452.2 4123 12,006.0 1,382.8 3,519.7 4,902.5 8,765.3 10,112.5 57.2
Q3 1754.1 407.9 276.3 11,895.1 1,338.0 3,505.4 4,843 .4 8,884.0 10,434.5 54.9
Q4 1874.8 432.6 355.1 11,815.4 1,239.8 3,655.3 4,895.1 8,934.5 10,234.1 75.7
Q1 1,852.0 425.7 339.5 11,925.4 1,300.3 3,825.7 5,126.0 8,974.1 10,338.2 93.1
Q2 1,959.3 444.9 457.6 12,420.0 1,264.0 4,155.7 5,419.7 9,456.3 10,882.1 48.6
Q3 1,921.9 432.9 386.2 12,462.1 1,158.7 4261.7 5,420.4 9,506.5 11,030.0 61.3
Q4 1,988.5 441.0 4915 12,602.3 1,456.1 4,368.6 5,824.7 9,654.6 11,141.4 117.3

Y9 polall il @
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(2) & gale

Dependent Variable: GDP

Method: Least Squares

Date: 01/05/17 Time: 11:05

Sample (adjusted): 2008Q2 2015Q4
Included observations: 31 after adjustments
Convergence achieved after 18 iterations

Variable Coefficient  Std. Error t-Statistic Prob.

DEPTH -0.559072 0.154632 -3.615505 0.0015

DUM -0.013535 0.006997 -1.934325 0.0655

INF -0.015255 0.013766 -1.108177 0.2792

INVEST 0.178652  0.069922 2.555014 0.0177

PRIVET 0.333723  0.094271 3.540036 0.0017

VT -0.007922 0.012101 -0.654667 0.5192

C 3.029047 0.102866 29.44667 0.0000

AR(1) 0.710529  0.177453 4.004048 0.0006
R-squared 0.922923 Mean dependent var 2.604867
Adjusted R-squared 0.899464 S.D. dependent var 0.042729
S.E. of regression 0.013548 Akaike info criterion -5.547469
Sum squared resid 0.004222 Schwarz criterion -5.177408
Log likelihood 93.98577 F-statistic 39.34302
Durbin-Watson stat 1.807200 Prob(F-statistic) 0.000000

Inverted AR Roots .71
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ABSTRACT

This study dealt with the effect of financial sector development on the economic growth in
Palestine during the period (2008-2015). The study aimed to measure the impact and analyze
the evolution of the banking system and the development of the Palestine stock Exchange on
economic growth.

The study is trying to highlight the role of both the banks and the financial market in economic
growth, using a set of indicators relying on the theory and previous studies, which included
three variables; credit facilities granted to the privet sector as share of GDP, money supply (M2)
as share of GDP, and the ratio of shares value traded as share of GDP. We also take GDP per
capital as dependent variable and few core control variables those explain economic growth.
This study employs time series quarterly data over the year of 2008- 2015, most of the data and
information have been getting from the Palestinian Monetary Authority (PMA) and the
Palestinian Central Bureau of Statistics (PCBS). In order to measure the impact, this study was
used the logarithmic linear model to evaluate the long term economic growth through indicators
that mirror the Palestinian financial sector development, where Multiple Linear Regression by
using OLS method. It was also used some testes e.g. R2ttest, F, D.W. test in order to measure
the strength and direction of the relationship between variables.

The econometrics analysis results showed that there is a positive effect of financial sector
development on motivating economic growth during the study period. This effect appears in
the banking sector through increase of the ratio of credit facilities granted to the private sector
in relation to the gross domestic product, which reflect the bank's role in funding private sector's
activity. However, as for financial market, the study concluded that trading volume in the stock
market relative to gross domestic product does not affect the economic growth.

Lastly, the study recommends focusing on the financial sector's performance in the field of
converting savings into productive investments, the study also recommends focusing on the
credit facilities provided by the private sector as contribute to raising the rate of economic
growth.



