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Abstract

The research aims to study and explain the relationship between the

price of oil and the financial markets in both Saudi Arabia and Jordan,
because Saudi Arabia is one of the largest oil-exporting countries and Jordan
is one of the oil-importing countries. As the research sheds light on oil,
because it is one of the most important economic resources in our world, as it
is the main source of energy, and the financial market has been shed light on,
which reflects the economic situation of any country .To achieve the objectives
of this study, the researcher relied on the statistical inference approach, and
the data series was analyzed based on the statistical analysis program E-
VIEWS. Therefore, the Saudi and Jordan stock exchanges were studied and
how the indicators of these two markets were affected by changes in the oil
price, which was manifested during the study period by the decline at the end
of 2014. Through Using monthly historical data for market indicators and the

price of oil (Brent price) from 2014 to 2018.
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SAUDI | AMMAN | BRENT
Mean 7885.065 | 4137.667 | 64.04667
Median 7586.295 | 4113.684 | 57.43500
Maximum 11112.12|4620.901 | 111.8
Minimum 5623.34 | 3732.864 | 30.7
Std. Dev. 1296.063 | 195.5151 | 21.65842
Observations 60 60 60
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SAUDI AMMAN BRENT

Skewness 0.519046 | 0.853274 | 0.908499
Kurtosis 2.532225 | 3.455264 | 2.853583

Jarque-
3.241120 | 7.798929 | 8.307304
Bera

Probability | (0.197788 | 0.020253 | 0.015707
Observations 60 60 60
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Augmented Dickey—Fuller Unit Root Test

Null Hypothesis: variable has a unit root

Lag Length: 0 (Automatic — based on SIC, maxlag=10)

Test for: Constant Constant, Linear Trend None

Series Statistic Prob.* Statistic Prob.* Statistic Prob.*

SAUDI | -1.513518 | 0.5199 | -1.532187 0.8071 —-0.490186 | 0.4995

AMMAN | -2.067205 | 0.2584 | -2.62104 0.2767 -1.703044 | 0.0837

BRENT | -2.306512 |0.1734| —-1.608823 0.7777 —-1.775876 | 0.0721

*MacKinnon (1996) one-sided p-values.
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Augmented Dickey—Fuller Unit Root Test

Null Hypothesis: variable has a unit root

Lag Length: ( (Automatic — based on SIC, maxlag=10)

Test for: Constant Constant, Linear Trend None
Series Statistic | Prob.* | Statistic Prob.* Statistic | Prob.*
SAUDI | -6.647363 | 0.0000 | -6.620405 0.0000 -6.69378 | 0.0000
AMMAN | -5.751432 | 0.0000 | -5.701121 0.0001 -5.550857 | 0.0000
BRENT | -5.299262 | 0.0000| -5.421103 0.0002 | -5.235482 | 0.0000

*MacKinnon (1996) one-sided p-values.
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VAR Lag Order Selection Criteria

Exogenous variables: C

Sample: 2014M01 2018M12

Included observations: 60

Endogenous variables: SAUDI BRENT

Lag LogL LR FPE AlC SC HQ

0 | -726.0509 NA 2.74E+08 | 25.1052 | 25.17625 | 25.13288
1 | -605.5734 | 14.85655* | 5676095.* | 21.22667* | 21.58192* | 21.36505*
2 | -613.7025 | 213.0746 | 6540225 | 21.36905 | 21.5822 | 21.45208

* 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

(Eviews) Alasyl malil Jleainly daldl dae) (e jradl)
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Series: SAUDI BRENT

Sample: 2014M01 2018M12

Included observations: 60

Null hypothesis: Series are not cointegrated

Cointegrating equation deterministics: C

Automatic lags specification based on Schwarz criterion (maxlag=1)

Dependent

tau—statistic

Prob.*

z—statistic

Prob.*

SAUDI

-2.587648

0.2558

-11.1157

0.2679

*MacKinnon (1996) p-values.
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Vector Autoregression Estimates
Sample (adjusted): 2014M02 2018M12
Included observations: 6() after adjustments
Standard errors in () & t-statistics in []
SAUDI
0.772779
SAUDI(-1) (0.07305)
[ 10.5789]
11.85204
BRENT(-1) (4.37484)
[ 2.70914]
1015.619
C (402.955)
[ 2.52042]
R-squared 0.881405
Adj. R-squared 0.877169
Sum sq. resids 11661159
S.E. equation 456.3277
F-statistic 208.0970
Log likelihood -443.4474
Akaike AIC 15.13381
Schwarz SC 15.23945
Mean dependent 7870.225
S.D. dependent 1302.036
Determinant resid covariance (dof adj.) 5757191
Determinant resid covariance 5186599
Log likelihood -623.5516
Akaike information criterion 21.34073
Schwarz criterion 21.55201
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VAR Residual Portmanteau Tests for Autocorrelations

Null Hypothesis: no residual autocorrelations up to lag h

Sample: 2014M01 2018M12

Included observations: 60

Lags | Q-Stat Prob. | Adj Q-Stat | Prob. | df
| 33.39728 | -— 35.04265 -— |
2 | 36.36132 | 0.0506 | 38.4057 |[0.0501 | 4
3 38.498 |10.0893 | 40.87755 |0.0551| 8
4 | 40.68428 | 0.1396 | 43.45736 | 0.0852 | 12
5 | 41.06681 | 0.2582 | 43.91795 |[0.1711 ] 16
6 | 42.38339 | 0.3686 | 45.53626 | 0.2526 | 20
7 | 45.33086 | 0.4163 | 49.23627 | 0.2716| 24
8 | 50.05575 | 0.3917 | 55.29645 | 0.2185| 28
9 | 52.99805 | 0.4354 | 59.15413 | 0.2307 | 32
10 | 53.82666 | 0.5576 | 60.26523 | 0.3242 | 36
11 | 56.38119 | 0.6087 | 63.77027 |0.3454 | 40
12 | 59.70488 | 0.629 | 68.43927 |0.3291 | 44
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VAR Residual Serial Correlation LM Tests

Null Hypothesis: no serial correlation at lag order h

Sample: 2014M01 2018M12

Included observations: 60

Lags LM-Stat Prob

1 5.334708 0.2546
2 4.733499 0.3158
3 9.462965 0.0505
4 1.770217 0.7779
5 3.462948 0.4835
6 3.111666 0.5393
7 2.573001 0.6316
8 2.123448 0.7131
9 0.393341 0.983
10 1.404713 0.8434
11 3.627642 0.4587
12 5.341572 0.2540

Probs from chi-square with 4 df.
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10
Sernes. Residuals
] Sample 2014M02 2018M12
8 — |
Mean -1.84e-12
& J | Median -24 31057
Maximum 1372.316
- Mimimum -1194 455
4 . Std. Dev 448.3910
Skewness 0.142140
Kurtosis 4 562148
2 .
Jarque-Bera 5197758
I—I |—] Probability 0.059100
-1200 -800 -400 0 400 800 1200

(Eviews) Slasy) el cilajie i juadll
Jiti ) 61 5% (e Sl Jarque Bera i) dlasy bl A0laaY) dedll of Jaadls
Lol 568 0l 3gaill sy o)y AW aaal Zua b
robdl) el jlasl -4
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VAR Residual Heteroskedasticity Tests:

Includes Cross Terms

Sample: 2014M01 2018M12

Included observations: 60

Joint test:
Chi-sq Df Prob.
20.84733 15 0.1418

(Eviews) slasy! melill Jleainly alill dla] (g 2 jaad)
din sl 5% (e ,SI chi-square laa¥) dlaay Allad) dilaal) dedl of aadls
el 3 gaill A sall ¢ UndY) (s ity AW aaall duia b
i dsadll Al JSA) daida jladl -5
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Zaladll lal) Jei) daida Ladl & (13) Ad) Joan
Ramsey RESET Test

Equation: UNTITLED

Specification: SAUDI C SAUDI(-1) BRENT(-1)

Omitted Variables: Squares of fitted values

Value Df Probability
t—statistic 0.235223 55 0.8149
F-statistic 0.055330 | (1,55) | 0.8149
Likelihood ratio | 0.059324 | 0.8076

(Eviews) Alasyl malill Jleainly daldl dae) a2 jaadl)
din Wl gl 5% (e ST F-statistic HLaay) dlaay Alliall ddlaaY) deall of Jaadls
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VAR Lag Order Selection Criteria

Exogenous variables: C

Sample: 2014M01 2018M12

Included observations: 60

Endogenous variables: AMMAN BRENT

Lag LogL LR FPE AIC SC HQ
0 -623.511 NA 7.99E+06 | 21.56935 | 21.6404 | 21.59702
I | -497.1146 | 11.56597* | 134836.0* | 17.48671* | 17.78015* | 17.62509*%
2 | -503.4432 | 227.715 | 146010.8 | 17.56701 | 17.84196 | 17.65003

* 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

(Eviews)  jlasy) zelipll Jlaaiuly ald) dlac) e 2 jaadll
dysina L35S (Lag=1) sasly el 5538 o JHial) slaf)) 85 o (14) &) Jsand) (e 0l
.(AIC, SC, H-Q) dlaliall julee o 20 €Y
Al —dad Ak aldiul (Co Integration) dida Jalsi e a5 ¢ (38a3N -3

(Engle—-Granger)
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Series: AMMAN BRENT

Sample: 2014M01 2018M12

Included observations: 60

Null hypothesis: Series are not cointegrated

Cointegrating equation deterministics: C

Automatic lags specification based on Schwarz criterion (maxlag=1)

Dependent | tau-statistic | Prob.* | z-statistic Prob.*

AMMAN -2.262432 |0.4003 | -14.40955 0.1341

*MacKinnon (1996) p-values.

(Eviews) Slas¥) zmalipll Jlerivly Ganlll dlae) e 1 jaad)
Gie o S LAY Bilasy ALE) AdlasY) dadl) of (15) ad) dsaall (e 2aadls
Ol (s 3o Op it JalS5 dgag adey BN aaell Ay Ji3 55 pe5 (5% Lyginal
SISl Zisai g il JuadV] sl b dies dadill e Al Gl
.(VAR)
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Vector Autoregression Estimates

Sample (adjusted): 2014M02 2018M12

Included observations: 6() after adjustments

Standard errors in () & t-statistics in [ ]

AMMAN
0.944257
AMMAN(-1) (0.06657)
[ 14.1837]
-0.136143
BRENT(-1) (0.57882)
[ -0.23521]
225.5821
C (250.540)
[ 0.90038]
R-squared 0.880163
Adj. R-squared 0.875883
Sum sq. resids 247552.6
S.E. equation 66.48746
F-statistic 205.6514
Log likelihood -329.8017
Akaike AIC 11.28141
Schwarz SC 11.38705
Mean dependent 4130.349
S.D. dependent 188.7231
Determinant resid covariance (dof adj.) 132029.6
Determinant resid covariance 118944.2
Log likelihood -512.1838
Akaike information criterion 17.56555
Schwarz criterion 17.77683

(Eviews) Alasy) mablipll Jleainls Galidl slac) (e jaadll
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(Joshall JaY) g pe) dashll JaY) 8 BLEY) aBle ge i o) (Sa (16) o) saall e
A Zipally i) e L) G Glae o isa e O
AMMAN, = 225.58 + 0.94 X AMMAN,_; — 0.14 x BRENT,_,
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Jainall (e zagaill cilyiaie b sl o) ol Loy 88% aaaill Jalae de caly LS 5%
hd Aad i WS AW GhU gl B slhe b Shsdl) e 88% ui
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e skl dal¥) 3 QW G plee Gow Jise o daiill jaud Jleas) ST asag axe
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VAR Residual Portmanteau Tests for Autocorrelations

Null Hypothesis: no residual autocorrelations up to lag h
Sample: 2014M01 2018M12

Included observations: 60

Lags | Q-Stat Prob. | Adj Q-Stat | Prob. df
1 [10.03736 | —— 10.22136 — —
2 113.25029 | 0.1035| 13.60642 |0.0926 4
3 116.97552]0.1505| 17.60258 | 0.1283 8
4 |21.89787|0.1465| 22.9807 |0.1143 12
5 |23.87657|0.2478 | 25.1834 |0.1945 16
6 |26.12541|0.3468 | 27.73497 |0.2714 20
7 128.08222|0.4601 | 29.99873 |0.3633 24
8 131.62845|0.4853 | 34.18328 |0.3632 28
9 |32.70096 | 0.6263 | 35.47467 |0.4934 32
10 | 35.14591 | 0.6883 | 38.47992 | (0.5388 36
11 | 38.5774 |0.7026 | 42.78753 |0.5236 40
12 |41.68926 | 0.7277 | 46.77883 |0.5229 44

(Eviews) Alasy) malipll Jleainls Galidl slae) (a2 jradl)
pdal) dpajd Jads L) Lﬁi 5% (e ST aY) ilaay ALkd) Allaay) dadl of Jaads
Ol d el gy a S13 b)) dsag adey AL
festloall Aol Bala ) Lad) -2
iz dsal) sl Aulial) Jalay¥) Lol =50 (18) o8y Jsaadl
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VAR Residual Serial Correlation LM Tests

Null Hypothesis: no serial correlation at lag order h

Sample: 2014M01 2018M12

Included observations: 60

Lags LM-Stat Prob

1 0.701321 0.9512
2 4.267506 0.371
3 4.242967 0.3741
4 5.983373 0.2004
5 2.319409 0.6772
6 2.734116 0.6033
7 2.388826 0.6646
8 4.252975 0.3729
9 1.348697 0.8531
10 3.302922 0.5085
11 4.690875 0.3205
12 4.424123 0.3516

Probs from chi-square with 4 df.

(Eviews) Alasy) mali)l Jlaainls Cald) dlae) (e @l

adall Gumpd Jis W) 6l 5% e ST LaaY) ABlaa AL AllaaY) dadl) o Laad
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14
Series: Residuals
12 . Sample 2014M02 2018M12
101 Mean 2 44e-13
Median -11.51812
84 Maximum 206 4876
Minimurm -120.6958
6 4 Std. Dev. 65.33107
Skewness 0.743389
44 Kurtosis 3.530405
24 Jarque-Bera 5125768
Probability 0.056753
. | ]

400  -50 0 50 100 150 200
(Eviews) Alasy) zalipll cila i 1 jaad)
Jii ) 61 5% (e Sl Jarque Bera i) dlasy L) A0laaY) dedl of Jaadls
Qa5 ) - dgaill g ol AL aaal) i jd
roaldl) @bl las) -4
iz dlall Algl cplall ald el =36 (19) a8 Jsaad) G
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VAR Residual Heteroskedasticity Tests:

Includes Cross Terms

Sample: 2014M01 2018M12

Included observations: 60

Joint test:

Chi-sq df Prob.
18.31829 15 0.2463
(Eviews) Alasy) malinll Jleainls Galidl slac) (a2 jaadl)

Jisi ol 5% e ,SI chi-square Laa¥) Lilasy ALad) Lilaay) dedll o Laadls
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Ramsey RESET Test

Equation: UNTITLED

Specification: AMMAN C AMMAN(-1) BRENT(-1)

Omitted Variables: Squares of fitted values

Value df Probability
t—statistic 0.881069 55 0.3821
F—statistic 0.776282 | (1,55) | 0.3821
Likelihood ratio | 0.826917 1 0.3632

(Eviews) Alasyl malill Jleainly daldl dlae) a2 jadl)
Jiis W) o 5% (e Sl Fostatistic Hlaay) slasy dllad) L0laay) Ladl) of Jaadls
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The 10 largest oil' producers and share of total world oil production?in 2017

Country

United States

Saudi Arabia

Russia

Canada

Iran

Iraq

China

United Arab Emirates

Brazil

Kuwait

Million barrels per day Share of world total
14.46 15%
12.08 13%
11.18 12%
4.87 5%
4.67 5%
4.48 5%
4.45 5%
3.71 4%
3.29 3%
2.93 3%

/https://www.eia.gov juaall

Eia.US.Energy Information Adminstration
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The 10 largest oil' consumers and share of total world oil consumption in 2017

Country

United States

China

India

Japan

Russia

Saudi Arabia

Brazil

South Korea

Canada

Germany

Total top 10

Million barrels per day

19.53

12.02

4.14

4.12

3.55

3.24

2.99

2.41

2.41

2.37

56.78

Share of world total

20%

13%
4%
4%
4%
3%
3%
3%
3%
2%

60%

/https://www.eia.gov juadll

Eia.US.Energy Information Adminstration
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The 10 largest oil' reserves and share of total world oil consumption in 2017

Country Million barrels Share of world total
Venezuela 300 20.2
Saudi Arabia 267 18
Canada 171 11.8
Iran 143 10.6
Iraq 143 9.5
Kuwait 102 6.9
United Arab Emirates 98 6.6
Russia 80 4.1
Libya 48 2.46
United States 37 1.89

/https://www.eia.gov juaall

Eia.US.Energy Information Adminstration
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Company

Saudi Aramco

Sinopec Group

China National

Petroleum Corporation

Exxon Mobil

Royal Dutch Shell

Kuwait Petroleum

Corporation

BP

Total SA

Lukoil

Eni
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The 10 biggest—oil-companies in the world

Revenue( Billion Of US Dollars) Country of origin
465.49 Saudi Arabia

448 China

428.62 China

268.9 United States

The  Netherlands/United

265 Kingdom
251.94 Kuwait

222.8 United Kingdom
212 France

144.17 Russia

131.82 Italy

https://www.worldatlas.com/articles ;. aall
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biggest—stock—exchanges—-in—the—world

Stock exchange —Country Market capitalization value

of shares in 2015 USD

New York Stock Exchange, United States $19.223 Trillion

NASDAQ, United States $6.831 Trillion

London Stock Exchange Group, United

Kingdom and ltaly $6.187 Trillion
Japan Exchange Group, Japan $4.485 Trillion
Shanghai Stock Exchange, China $3.986 Trillion

Hong Kong Stock Exchange, Hong Kong
(SAR China) $3.325 Trillion

Euronext, United Kingdom, Belgium,

Portugal, France, and the Netherlands $3.321 Trillion
Shenzhen Stock Exchange, China $2.285 Trillion
TMX Group, Canada $1.939 Trillion

Deutsche Borse AG, Germany $1.762 Trillion

https://www.worldatlas.com/articles ,saall
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