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Table3: Correlation Matrix for Variables in the used Model

EGR | FCF | FDI INF X DC | SM FIR RER FER
EGR 1.00
FCF .38 | 1.00
FDI .39 .02 | 1.00

INF .46 -.26 .30 1.00

X .26 31 -14 -.20 1.00
DC -03 .03 .04 -.08 -13 | 1.00
SM -06 | -14 | -01 -10 18 A1 1 1.00
FIR -08 |-23| -07 -.09 -03 | -04|-14 | 1.00
RER -21 | -11 ] -01 -.06 -01 | -06|-04 | .12 1.00
FER -.28 32 -15 -.08 -19 A3 1 19 A3 .09 1.00

(ol oldd asszul! 90,01 a2ly) Eviews Glas¥l meliall alasiwly coldl slac| sl

Table 4: Results of Unit Root Tests for used Model by using ADF and PP

Variable in Level Variable in First Difference
ADF PP ADF PP
Variable Constant& Constant
Constant Constant None Constant None | Constant
Trend & Trend

141 -1.493 -.357 -1.683 -4.539 -4.778 -4.748 -4.846

FER (.960) (.814) (.906) (.739) (0) (0) (0) (0)
-1.936 -.961 -2.398 -1.343 -2.975 -3.241 -2.960 -3.189
RER (312) (937) (017) (861) (.004) (.026) (.004) (028)
-1.104 -3.065 -.874 -3.400 -4.707 4.771- -4.821 -5.874

FIR (704) (129) (785) (066) ©) ©) © ©
EGR -4.972 -4.942 -4.961 -4.779 -8.900 -8.826 -9.447 -9.358

(:0) (.001) (0) .002) (0) (0) (0) (0)
-1.738 -2.131 -1.738 -2.199 -5.697 -5.621 5.787- 5.723-

FCF (.404) (.512) (.404) (.476) (0) (0) (0) (0)
DI -1.373 -2.119 4.898 -5.698 -12.983 -12.894 -13.122 -13.193

(:585) (:518) (0) (0) (0) (0) (0) (0)
-2.852 -3.043 -2.719 -2.900 -7.166 -7.089 -7.373 -7.219

INF (075) (135) (080) (174) ©) ©) ©) ©)
-4.403 -4.766 -3.955 -4.490 -4.015 -4.024 -4.00 -4.024

X (003) (002) (004) (005) ©) ©) ©) ©)
-1.135 -3.740 -.672 -3.684 -8.529 -8.855 -8.958 14.971-

DC (.691) (.320) (.841) (.036) 0) (0) 0) 0)
1.789- -2.055 -2.133 -2.479 -3.919 -3.868 -3.581 -3.448
SM (:380) (553) (233) (336) (.004) (.005) ) (013)

Lguzll & @ud ¥laz>| Probabilities olg8Y1 cny @uall Jiadg . Eviews Slas¥l melill alusiuly doldl slae] sl
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Table 5: Optimal Lag for used Model According to VAR Analysis (using FD1)

Lag LoglL LR FPE AlC SC HQ
0 -666.0401 NA 382.221 39.08800 39.88790* 39.36413
1 -611.1046 | 81.61848* | 139.686* | 38.00598* 40.40566 38.83434*
2 -575.8535 40.28689 | 192.326 38.04877 42.04824 39.42939
3 -542.4134 26.75209 | 477.119 38.19505 43.79431 40.12791

Eviews ilas¥l zebilly pusiall z3gedl wilily plasiwly doldl sluel uall

-Indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level). FPE: Final prediction error

AIC: Akaike information criterion. SC: Schwarz information Criterion

HQ: Hannan-Quinn information criterion

Table 6: Vector Autoregression Estimates —Sample (1978-2017)

Dependent
DEGR DFDI DFCF DX DINF DSM DDC
Regressor

DEGR(-1) ***_ 015 **.847 -.005 -.052 -127 965 .045
(4.457) | (-2687) | (-046) | (-280) | (-1.693) | (625) (218)

DFDI(-1) .166 *k_578 -.023 15 -.030 -424 -.049
*1.965) | (-3.039) | (-349) | (1.022) | (-679) | (-455) | (-394)

DFCF(-1) *662 -.616 =132 *695 182 -2.522 -.028
(1.971) | (1.009) | (-639) | (7.992) | (1.255) | (-844) | (-077)

DX(-1) **471 150 -.095 **552 ** 209 671 .0256
(2585) | (477) (-896) | (2966) | (2802) | (436) (125)

DINF(-1) **026 .983 -.198 .209 .001 -2.496 211
(3.824) | (1346) | (-802) (483) (006) | (699) (442)

-.002 .022 -.007 .022 -.011 311 .002

DSME1) (-.068) (:561) (521) (951) | (1.218) | (1.643) | (064)
DDC(-1) =111 .264 -.029 .004 -.009 1.119 *.391

(-666) (914) -302) | (025) | (134) | (793) | (-2077)

237 1.707 -.302 -1.605 .166 =372 1.437
¢ (191) (.799) (425) | (1.269) | (328) | (-036) | (1.032)
DEIR *.219 -.517 *.724 -.246 -432 -.087 -.325
(2022) | (-426) | (1.982) | (343) | (1502) | (015) | (411)

DFER **.370 *.265 **177 .008 -.004 496 .076
(:2.945) | (-2222) | (2405) | (061) (-079) | (468) (533)

DRER **.319 -.058 -.053 =217 -.056 -183 -.074
(:2.762) | (247) (676) | (1572) | (1.012) | (-160) | (-487)

R-squared .648 .647 .284 .398 437 238 202
Adj. R-squared 513 512 .008 167 221 -.055 -105
F-statistic 4.79 4.766 1.029 1.722 2.021 .813 .657

Jﬁ?l B9xall JI_add D ;Eviews Slas¥l melidly pusiadl 7z 390l ilily plasiwly coldl slae] sl
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Table 7: Results of Granger Causality Test (P —Value in Parentheses)

Dependent Variables in Regression
Regressor DEGR DFCF DFDI DX DINF DSM DC DIR DFER DRER
DEGR 00 232 *2.478 169 #2.889 696 192 .088 1.265 1.062
(.794) (.062) (.845) (.041) (.506) (.826) (.916) (.296) (.358)
DFCF *#3.093 @ .856 **3.018 523 831 136 .851 1.605 .028
(034) : (435) | (033) (598) (445) (873) | (437) | (217) | (972)
DFDI *2.462 *2.772 00 *3.057 **44.072 101 *#3.815 353 .007 .090
(.063) (078) ’ (061) (.027) (.904) (024) (.705) (.994) (.914)
*¥44.289 .065 2.039 **2.922 2.014 344 421 *2.559 *#2.814
DX 0.0
(.029) (937) (147) (.069) (151) (712) | (660) | (061) | (052)
**43.619 336 .897 57 169 226 979 336 297
DINF 0.0
(.029) (717) (418) | (855) (.845) (799) | (387) | (718) | (745)
DSM .025 *h¥g 347 229 1.223 1.222 00 .269 963 515 .007
(975) (021) | (796) | (253) (.308) (766) | (393) | (603) | (993)
DC .029 1.223 454 .289 .245 657 00 148 139 504
(971) (308) | (639) | (751) (784) (526) (863) | (871) | (607)
DIR 352 793 231 636 .034 615 2.014 00 239 964
(:706) (462) | (795) | (536) (967) (547) (151) (788) | (393)
DFER *2.763 ***3 877 2.242 .606 178 **7 478 344 .043 00 145
(.059) (021) | (069) | (552) (924) (002) | (043) | (958) (:866)
DRER **2.898 449 305 487 1.024 192 163 .264 372 00
(051) (642) (739) | (619) (371) (.826) (850) | (769) | (693)

Q;)H 39,40l I 443 D; Bviews Jilasyl melidly auseiad! z3geddl bl alasiwly doldl slae] uuall
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Does the Accumulated Foreign Reserve Stimulate the Economic Growth?:
Evidence from The Kingdom of Saudi Arabia in the Long Run

Dr. Manal Mohamed Afan

Abstract

Several countries of the world surged to increase foreign reserves for precautionary
and trade motives-specially after several economic and financial crises which faced
international economy- although management of these reserves is very difficult ,
because of their direct effects on several macroeconomic goals ,the economic
growth is the most important goal for countries of the world .Economists, views
have varied in relation to effect of accumulated foreign reserve on economic growth
because of several channels which transpose effect of accumulated foreign reserve
to economic growth including exchange rate, investment, exports, inflation and
credit .Some economists see that accumulated foreign reserve stimulate economic
growth while others see that it is obstacle for economic growth, others show that
this relationship is non significant. Thus ,the current research determine does
accumulated) foreign reserve stimulate economic growth in the Kingdom of Saudi
Arabia in the long run?, where applies studies are limited and conflicted in their
results in relation to this problem .The researcher rely on macro dynamic model
applied on the kingdom of Saudi Arabia for period 1978-2017, including different
effect channels for reserve on economic growth and estimate it by autoregression
and granger causality tests to determine the direction of causality between different
variables .The results have confirmed that accumulated foreign reserve doesn’t
stimulate economic growth ,thus it should be reconsideration in management of the
foreign reserve.

Keywords

Foreign Reserve - Channels of Foreign Reserve Effect - Economic Growth -
Kingdom of Saudi Arabia - Dynamic Model and Autoregression.
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