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Abstract:

This study aimed to measure the impact of Islamic banking financing on changes in
economic growth in the Kingdom of Saudi Arabia for the period 2014-2021, and then
estimate this relationship between real GDP as a proxy for economic growth as a dependent
variable, on the one hand, and two explanatory variables: total Islamic banking financing
provided by banks in the Kingdom of Saudi Arabia and a control variable represented by the
consumer price index, on the other hand.

To achieve the study's objectives, a variety of approaches, methods, tests, and
economic measurement tools were used, including unit root tests, cointegration tests based on
the bounds approach. A standard measurement model was constructed and estimated using the
Autoregressive Distributed Lag (ARDL) methodology to estimate the relationship in the long
and short run.

The study concluded that total Islamic banking financing is associated with a long-run
equilibrium relationship with economic growth. An increase of 1% in Islamic banking
financing would lead to a 0.13% increase in real GDP representing economic growth in the
long run. Additionally, it was found that Islamic banking financing does not have a significant
impact on economic growth in the Kingdom of Saudi Arabia during the study period.
Keywords:

Islamic banking financing, economic growth, ARDL methodology, JEL Classification: E52;
E62; G32
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Crependent Wariable: LRGDPF

Method: ARDL

Crate: 05/258/24 Time: 01:11

Sample (adjusted): 201403 202104

Included cbservations: 30 after adjustments
Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic): LIBF LCPI
Fixed regressors: C

FMumber of models evaluated: 18

Selected Model: ARDL(Z, 2, 0)

Variable Coefficient Std. Error t-Statistic ProbD.™
LRGDP(-1) 0.385950 0179115 2154759 0.0419
LRGDP{-2) -0.523760 0.151339 -2.460841 O.0021

LIBF -0. 750508 0.355043 -2.113853 0.0455

LIBF({-1) 0.265621 0.625113 0.424915 0.5748

LIBF(-2) 0.543592 0.372422 1.728128 0.0974

LCFI 00232195 04028326 0057575 0.9545
Lo 12.0289132 2164064 4126811 00004
R-squared 0621187 Mean dependent var 13 37669
Adjusted R-squared 0522366 S D dependent var 0036749
S.E. of regression o.0z25z298 Akaike info criterion -4 307362
Sum squared resid 00148326 Schwarz criterion -2.9204186
Log likelinood T1.61043 Hannan-Ciuinn criter. -4 202769
F-statistic 6.285999 Durbin-YWatson stat 1.4932463
Prob(F-statistic) o.00o0509

*Mote: p-values and any subsequent tests do not account for model
selection.
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F-Statistic 1.384883 Prob. F(1,27) 0.2495
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8 Series: Residuals

7 sample 2014Q3 202104
Observations 30

6

5 Mean 6.45e-15
Median -0.003262

4 Maximum  0.060398

3 Minimum -0.041085
Std. Dev. 0.022618

2 Skewness 0.505857

1 l ll Kurtosis 3.112071

0 -- - larque-Bera  1.295157

-0.04 -0.02 0.00 0.02 0.04 0.06 Probability 0.523311
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Mull Hypothesis: LRGOP has a unit root
Exagenous: Canstant
Bandwidth: 14 (Newey-West automatic) using Bartlett kemel

Adj.+-Stat  Prob*
Phillips-Perron test statistic -2296784 01792
Test critical values: 1% level -3.661661
A% level -2 960411
10% level -2 619160
'ijullllliypmhés'i-s-: [RGDP 'h'as'a unii root
Exogenous: Constant, Linear Trend
Bandwidth: 10 (MNewey-West automatic) using Bartlett kernel
Adj.t-Stat  Prob?
Phillips-Perron test statistic 2770426 02178
Test critical values: 1% level -4.284580
5% level -1 562882
10% level 3215267
Mull Hypothesis: D(LRGDP) has a unit roat
Exogenous: Constant, Linear Trend
Bandwidth: 15 (Newey-West automatic) using Bartlett kemel
Adj.+-Stat  Prob?
Phillips-Perron test statistic -h.962737  0.0002
Test crifical values: 1% level -4 296729
A% level -1.568379
10% level -31.218382
Null Hypothesis: D(LRGDP) has a unit root
Exogenous: Constant
Bandwidth: 15 (Newey-West automatic) using Bartlett kemel
Adj t-5tat  Prob®
Phillips-Perron test statistic -6.233625  0.0000
Test critical values: 1% level -3.670170
5% level -2.963972
10% level -2.621007
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Mull Hypothesis: LCPI has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 1 (MNewey-West automatic) using Bartlett kernel

Adj. -3tat Prob.*
Phillips-Perron test statistic -2.231958 0.4564
Test critical values: 1% level -4, 284580
5% level -3.562882
10% level -3.215267
Mull Hypothesis: D{LCPI) has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 4 (Mewey-West automatic) using Bartlett kernel
Adj. t-5tat Prob.*
Phillips-Ferron test statistic -G.109798 0.0001
Test critical values: 1% level -4 296729
5% level -3.568379
10% level -3.218382

bl i Y1 3l gl S

Mull Hypothesis: LIBF has a unit raot
Exogenous: Constant
Bandwidth: 2 (Mewey-West automatic) using Bartlett kernal

Adj.t-Stat  Prob?

Phillips-Perron test statistic 3406887 1.0000
Test critical values: 1% level -3.661661

A% level -2.860411

10% level -2.619160

Mull Hypothesis: LIBF has a unitroot
Exogenous: Constant, Linear Trend
Bandwidth: 1 (Newey-West automatic) using Bartlett kernel

Adj.t-Stat  Prob?

Phillips-Perron test statistic 1734125 1.0000
Test critical values: 1% level -4.284580

A% level -3.562882

10% level -3.215267
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Mull Hypothesis: D(LIBF) has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 3 (Newey-West automatic) using Bartlett kernel

Adj.tStat  Prob?

Phillips-Perron test statistic -1433441  0.0653
Test critical values: 1% level -4 296729
5% level -3.568379
10% level -3.218382
F-Bounds Test Mull Hypothesis: Mo levels relationship
Test Statistic Value Signif. 10 1)
F-statistic 11.85217 10% 2.63 3.35
K 2 5% 3.1 3.87
2.5% 3.55 4.38
1% 413 5
LM Lo
Breusch-Godfrey Serial Caorrelation LM Test:
Mull hypothesis: Mo serial correlation at up to 2 lags
F-statistic 2941444  Prob. F(2,21) 0.0743
Obs*R-squared 5.565017  Prob. Chi-Square(2) 0.0375
ARCH L=
Heteroskedasticity Test: ARCH
F-statistic 1.384883 Prob. F(1,27) 0.2485
Obs*R-squared 1.414884 Prob. Chi-Square(1) 0.2342
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Ramsey RESET Test

Equation: UNTITLED

Omitted Variables: Squares of fitted values

Specification: LRGDP LRGDP(-1) LRGDP({-2) LIBF LIBF{-1}) LIBF{-2) LCPI
C

Value df Probakbility
t-statistic 0.184584 22 0.8552
F-statistic 0.034071 (1, 22) 0.8552
Likelihood ratio 0.046425 1 0.8294
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