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Abstract

Objectives: This research aims to provide a comprehensive and clear picture of the theoretical
frameworks and empirical studies that have attempted to diagnose and analyze the mechanism
and channels of the impact that economic freedom can exert in supporting stock market
returns. This is followed by forecasting and constructing an objective quantitative model
capable of highlighting the nature, value, and direction of this impact in the Gulf Cooperation
Council (GCC) countries during the period (2006-2020).

Methods: The study adopted the Pooled Mean Group Autoregressive Distributed Lag (PMG-
ARDL) methodology based on balanced panel data.

Results: The estimated results of the research revealed a consistency in the movement of
economic freedom and its alignment with its overall index and its four sub-indices, which are
government size, sound money, international trade freedom, and regulatory frameworks for
credit, labor, and business, in relation to the movement of the stock market return index for
the sample countries in the long term. Changes occurring in the first index are usually followed
by changes in the second index in the same direction. However, this alignment and consistency
did not manifest in its general form in the short term. The results also confirmed the inability
of the legal system index and property rights to demonstrate an effective impact on stock
market returns in the GCC countries, whether in the short term or long term.

Conclusion: To contribute to supporting the performance of stock markets and increasing
their return rates, GCC countries—through their economic, financial, political, and legal
authorities—must implement policies and programs that promote the principles of economic
freedom and attempt to raise their rates to align with international standards.

Keywords: Economic Freedom, Stock Market Return, Financial Market Performance, Fraser
Institute, GCC countries.
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auall sgzlly ol aiglly mlalaill (e cilgine ydie dayg - Hsliiz) Rose Friedman dizg39 Milton Friedman (Ss,a91 solai8¥) a@eg Jiss
1995 ale yapall ylotial Jols -
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AW 310 Bgwo wile ydige (mlll) daiall il

Gy Dohyghats Silalasly iS5 (uSal Glang cnelinas B 215 duad, Fagdy TaS Suad 5o AW Blg¥l Goad pladl ,501 5Y Ll
OF oSer Baauld JSI 1091 (e Tuagas Slalis Tyl Tislata 4350 05401 sliazd¥l elal jslas e Mias af 2581 bzl gy 2N 31sY)
Slaalad) de ezl Aadll oolpaall aliy AasMlag pagils e 45,08 oo M Lol 055 ol oSar @ Aabaiad) Dl seiall ot
Lo gudug Lolustael ASY) day o AU (316¥1 Bgao tilay Jtazl) azall il olused Lol oslaiel @5 148, Aigae Aie) Sute S5 4J 23581
JUI el glate el dule aanile J15liiuly Eldomiaty etal. (2015) Ullah and Shahid (2020) ,Stocker (2005) 4zl csbaslyull 3
A alall 3399 LI Blo¥! Ggad pladl 3Ll § sl Jone laws IS (0 daalid 2lSa] ¢y 950 2edd) goliazdVly

MR = Zie1 (1)

LU Blo¥l By ile :MR &) 2o
8, AU 3lyo¥) Ggd plall i3ll: My
-1 88l W) 31081 Gl pladl y3ll My

Lymell aladl L2500 Jo¥1 7 39091 ety c3gadl 3] -ueliadl Alslall el (3 L) o] 2y IaS- paaall 7 3led Ao (Sas dales
(Y sl e Aatue Sl piie Laiogs Lolatd¥) Lymll A sl ol asl) G 2 350¥) datay (a3 Hatue [ndie diogs Lslazd |

MR = f ( FEI) 2)
MR = BO +Bl FEI + & (3)
MR = f (SG, LS, SM, FT, RI) 4

Sl Slpdie (2) Jgund!

satal| pizd

3o 43l sl | o
(MR) | 201 st Gy 250 3 ol i) | AW Gl Gyt e | 1
Ao ol sl

it | 5000 | il | &
HsLatd¥] Lyl plall 250

+ ] FEl | AysLiaid¥l dynll
HsLatB¥ el e pill Sly sl

+ (5G) fosSoll o> | 1
; (L5) | A Gyims gslal aliat | 2
+ (M) oded) 2gal | 3
; (1) adoll sylacll Ay | 4
+ (R) aladl | 5

Eorldl slusl oo Jou!

z3903¥l pd demiie @
Lol Galarll ol puanll e slat ¥l poie g 2blally 2eadlell (oo a3 AST ety Zelaill Lasd (oo s 20,0as oid ) Jgamsl] 2y
O oSy @) 31 Al an 3815339 el Oglatdl udma Joo Olaldd Qg golmzd¥l adlsll g/ g 2w ,mlly & lasll LY ae qeliis I
- 2alall bl sty claboadly il oy § 4io 3Lmadl (Sas olaldl s § W Sls¥l By dile (§ yolard¥) Lyl duples
Ao gl g 7 35ail Zirsass (PanelARDL) 2yl clileal) Ze okl Zuiasll lymild 1A ¥l s ciyas Lo e Ayl Cocae]
G Lile 3 AaLatd ¥l &yl 4 LIS U1 L ekl &I (Pooled Mean Group Autoregressive Distributed Lag) (ARDL-PMG) 4zsL|
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(2020-2006) eld gealindl iglazll o oy 3 2N Gls¥l oo ile yiga 3 Bslaxs¥l dymll 3T il
@ Azl 2sledl aga,ll L899 Luamdy 7 3gai¥l Sl pato dualell liled) &yhazal Hlasl P oy Jabatll ol anll cpas b oreus
;q)ﬁ &4l Individual Interceptand Trend 4JL> uic g Panal Datadl wLL PP - Fisher Chi- square sl )i 5Las| dedel (1) a0
(RI), (FEI), (LS), (SG), ¢3¥ wlpaall &yl clals oo 3 ,Ssiud) ic (MR), (SM) oyl 4l yazul =&l 3lg,(3) Jguzdl & 4=l
Jo¥l 3,all dsT ot (FT)

{(Pesaran et al, 2001)dalzily il U3 dayd dyazes e Muad, Jushally die puadll cnla¥! Qadul Bl

él.'i.a." MLLAQ ca}e.&‘ﬁ.ﬁi} 4
L g 989 il

i

SM

398l Sl 2leadl agaa,dl [1] JSAJ)

v dsaidl il pdie Sliled PP - Fisher Chi-square jLas | a5l (3) Jouxt!

Variables Level First Difference

t-Statistic p-value t-Statistic p-value

MR 44.1189 (0.0000) | e | -

FEI 16.7202 (0.1604) 92.5900 (0.0000)

SG 19.6451 (0.0742) 76.1886 (0.0000)
LS 10.3876 (05820) 42.4428 (0.0000)

SM 24.5510 0.0117) | e | s

FT 10.8666 (0.5404) 37.4486 (0.0002)

RI 15.9843 (0.1920) 57.5135 (0.0000)

gl aid Jo¥l 3yally Gorull 39am crass Lelisg Sl Gyall sl 7 3sai¥l il Aol Juadlaad) &l yatl 39ls puad |)las
slay¥l sus wum=tly (Panel/ARDL) 2 ol s liledd A 3ol A3l lgzmall 1A Slasei¥) Ao alaseruly AL Jol8) Hlasl by, i

{(PP) ;LY (P-Values) giall clgiun Jiad (ols3¥1 o a8
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z35a3¥) 3 (MR) W1 3lg¥ Bgus le ya509 (FEI) Aoliard ¥l & pmll alall y a5l oo A8t e o a0, J2a¥1 5l Laslg (Lags) a3l
Sleall Aaad Llasg, SN 7 3903¥1 (3 (MR) W 31o¥1 Ggus y-i5a9 (RI, FT, LS, SG, SM) &33Liazd¥l & pmel) due yall ol a5kl 48Meg ,Jod!
4 LS il @sl> ) (Koyuncu and Unver, 2018) (Akaike Information Criterion) (AIC) sl wetel uad ells 5ua=5 3 Juad¥l

S 7 35033 (£1) Bty A Bk g3l bl dlialy Jo¥1 7 3903 (t-4) Slgis ay) Bl Ga3dl calseddl 2uial uS5ad (3) ,(2) (ASA)

Alkaike Information Criteria (AIC)
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Jo¥1 7393300 (AIC) sleal Lady il slaydl Sl s sl (2) JS4I
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ARDU2,2) |
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L

Alkaike Inform ation Criteria (ATIC)
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ANty

AOVIVYVY

ARG 11, |

Sl 7350550 (AIC) lal Ladg g3l sllas¥l il s sl (3) JSad!
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pladl a5l (olsdl Jo¥ 7 35ai¥l clppaie oy SIAEL Lol (y0 Al 5929 2l (e (e S (Wald Test) Las! J) laddlg
poe oo AU Blo¥l G wileg Aaliard V| & pml) Ageyall il sl 3lasll S 2 350i¥lg AW Bho¥! Bou wileg 2yolaid¥l Ayl
0.05 11 s> (e Laigine Gotun adssl @I F Asbas] e elug - wuST &1 (5) ,(4) el @ amyall @il e Jgsamdl @3 53529
Lo sill lpiiall do¥ sl ST 55 uSiad oz 39031 Sl piio ooy i JolS3 AMe 3529 -(Bio)- Bs)) 8yl 7 35038 Silalas puanly
Ayl e I sl Gl edima sl § AW Blo¥) oo ile (3 (Lolimad V) &l e yall ol ti3llg aladl ,5L)

Jo¥l 73908 ol e o IALLN JolSal (Wald Test) jLias | sl (4) Jsuzd!

ARDL Wald Test
Sample: 2006 2020
Incuded observations: 90

Null Hypothesis: No long-run relationships exist

Equation: Untitled

Test Statistic Value df Probability
t-statistic 9.411119 35 0.0000
F-statistic 88.56915 (1,35) 0.0000
Chi-square 88.56915 1 0.0000
Null Hypothesis:ﬁ(’l)ZO
Null Hypothesis Summary:
Normalized Restriction (= 0) Value Std. Err.
B (1) 65.19515 6.927461
Restrictions are linear in coefficients

Sl Es,.a&'l Silpdie o A Jo Sl (Wald Test) bl sk (5) Jgazd!
ARDL Wald Test
Sample: 2006 2020
Included observations: 90
Null Hypothesis: No long-run relationships exist
Equation: Untitled
Test Statistic Value df Probability
F-statistic 5.770717 (5,43) 0.0004
Chi-square 28.85358 5 0.0000
Null Hypothesis: 3 (1)=0, 3 (2)=0, B (3)=0, 5 (4)=0, 3 (5)=0
Null Hypothesis Summary:
Normalized Restriction (= 0) Value Std. Err.
B (1) 17.93421 9.681846
e 0.921082 8.952708
B3) 11.82289 4.496018
B (4) 12.08124 4.535636
B ) 16.29895 5.334776

Assls 433193 A8Me 929 (o U duSiay Loy Lo dgad¥l Sl it o itde JolS 3929 e ca 48 &Il Wald Test jLas| milud Ladgg
Lz o)l Sl il slasil dasg (6) ,(7) calgam!) 3 Lol s @l 393U sgladl S cdlolas oiyid ¢ Ayl ol yiall o o)
alaaall 3 Lol ol Ludi O slgu afls 2jlon (o oSas @] Silate LpsS (ezall) Anlill calpaal) § Laadls 2ugine ] § clasd I
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Jo¥ 723903150 Usghadl oY1 cilelasg ARDLJ Ladg & ilad ! JalS 25l (6) Jouet!

Dependent Variable: D(MR)

Method: ARDL

Sample: 2010 2020

Included observations: 66

Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic Regressors (4 lags, automatic): FEl

Fixed regressors: ﬁ(o)

Number of models evalulated: 16

Selected Model: ARDL(4, 4)

Note: final equation sample is larger than selection sample

Cointegrating Form

Variable Boefficient Std. Error t-Statistic Prob.

Long Run Equation
FEI 65.19515 6.927461 9.411119 0.0000

Short Run Equation
Variable Coefficient Std. Error t-Statistic Prob.
COINTEQO1 -1.606960 0.160606 -10.00563 0.0000
D(MR(-1)) 0.413637 0132733 3116319 0.0036
D(MR(-2)) 0.233559 0.109498 2132991 0.0400
D(MR(-3)) 0.266785 0.099127 2.691340 0.0108
D(FEI) -81.03528 19.00542 -4.263799 0.0001
D(FEI(-1)) -64.58390 27.75413 -2.327002 0.0259
D(FEI(-2)) -34.11740 25.92202 1.316155 0.1967
D(FEI(-3)) 0.319412 23.15346 0.013795 0.9891
Bo -721.7406 77.72569 -9.285741 0.0000
Mean dependent var -3.470909 S.D. dependent var 31.72000
S.E. of regression 12.38914 Akaike info Criterion 6.294951
Sum squared resid 5372.182 SBhwarz Criterion 7.822613
Log likelihood -228.2728 Hannan-Quinn criter. 6.910994

Note:p-values and any subsequent tests do not account for model selection.
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Sl 72390310 sshadl Jo¥l Slalasg ARDL JLidg cidd| JalSl mslis (7) Jouz!

Dependent Variable: D(MR)

Method: ARDL

Sample: 2009 2020

Included Observations: 72

Maximum Dependent Lags: 3 (Automatic Selection)

Model Selection Method: Akaike Info Criterion (AIC)

Dynamic Regressors (1 Lag, Automatic): RI SG SM FT

Fixed Regressors: ﬁ(o)

Number of Models Evaluated: 3

Selected Model: ARDL (3,1,1,1,1)

Note: Final Equation Sample is Larger Than Selection Sample

Cointegrating Form

Variable ‘ Coefficient ‘ Std. Error t-Statistic Prob.

Long Run Equation

RI 29.53802 0.032309 914.2479 0.0000

SG 22.95130 0.042681 537.7441 0.0000

SM 34.78408 0.020640 1685.305 0.0000

FT 4.205679 0.035789 117.5145 0.0000

Short Run Equation

Variable Coefficient Std. Error t-Statistic Prob.
COINTEQO1 -0.846892 0.110794 -7.643871 0.0000
D(MR(-1)) -0.231349 0.078557 -2.944989 0.0055
D(MR(-2)) -0.140898 0.156909 -0.897957 0.3749

D(RI) -32.37992 7177748 -4.511154 0.9298

D(SG) 27.62227 51.82017 0.533041 0.0001

D(SM) -35.15. 16.92510 -2.077204 0.5971

D(FT) -1.779478 20.05224 -0.088742 0.0446

ﬂ(g) -575.8085 77.96018 -7.385931 0.0000

Mean dependent var -2.736667 S.D. dependent var 35.54407
S.E. of regression 16.35118 Akaike info Criterion 5.276740
Sum squared resid 10159.72 Schwarz Criterion 6.721075
Log likelihood -185.4533 Hannan-Quinn Priter. 5.859181
Note:p-values and any subsequent tests do not account for model selection.

RWNEp WIN FHTLETVORRTIN C.S}ofzﬂ 3l axe3 e (5) (4) lsad! § asill (Test Jarque-Bera) 5Las | il sl uas, 5l cils 0w
.0.05 31 ¢ye Jarque-Bera S A laisl dagall canss)|
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12
Series: Residuals
10 - Sample 2006 2020
Observations 66
81 Mean 3.28e-15
Median 0.095571
6 Maximum 19.97075
— Minimum -20.19029
44 _— Std. Dev. 9.091147
Skewness 0.003402
5 Kurtosis 2611367
) ] Jarque-Bera 0.415476
1 i 1 i i 1 i T i
20 15 10 5 0 5 10 15 20 Probability 0.812420
Jo¥! 73908l §loud awall assall sl (4) JSCa!
16

— Series: Residuals
14 + Sample 2006 2020
Observations 72

12
10 4 Mean -0.015009
Median -0.015043
8 4 Maximum 3264745
; ] Minimum -26.53667

Std. Dev. 11.96221
14 Skewness 0.190524
Kurtosis 3.217958

2_ _‘
Jarque-Bera 0.578108
0 T | [ ] || , ][] q

| ' T T T T T T T T 1 t -
-20 10 0 10 20 30 Probability  0.748972

S 7350381 Jlaad udall auisill sliin ! (5) JSaI

1 Lo o) 0popaall 3931 (3 AW B ho¥1 Bgus Sle § ApaliaidVI Ayl 3T 4y0a5 il el i)
(MR) 2JULI 310¥1 Ggus e 3 o pudsy (FEI) 2uolimrd ¥l &yl alall a5l 51 Julxs 1
1 Lo il @1 (5) Jgudl drusgs LSy (MR) AW 3yo¥1 Gge le § (FEI) yalimnd ¥l & pmell aladl j i3l 31 puas mils uSys
LW BLo¥! g wile ;i3 @ ¥ 030 L] & s o8 (EFI) 4oliaad ¥ &yl aladl L300 S8 Jo¥ Aighs yoadl) mslul Lady @
B9 Busmg Iy (EFI) £3alazd ¥l &,oell aladl ;51 §55L501 &) o (65.195) iy holrass zmalsell Gglasdl ulzma o1y @ (MR)
b1 aa 38155 L 529 Bumg (65.195) 5luday zmaliedl Gglas)l (ulzma olaly 3 (MR) W1 Bhg¥l Bgus wile yd50 @ Lelas)) cuutus
Smimou and Karabegovic (2010) , uazi (2007) , Lawson and Roychoudhury (2008) du!,uS  du yzetdl olaslyudl @lansg 4 ,asll
Shodl wilse 3 ¢lasy) Laudy Lo Bole 2polatd ¥l &yl cibigius ¢ lasyl Gf e wuST &1, Bengoa and Sanchez-Robles (2003) ,
Lol dn il 155009, 2
M Sl giadd (MR) 5L ey Tolm) 2Ll 2] (MR) 2 31oo¥) B ke ygo 3G Jo¥) pumd oussll miln opysi @
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ezl ) e 3ale LI Slagz sl Hlasd 518, &I 3ho¥l jlawl 485> §5 @330 Ll el Silg lal adgs ALzl laslge
4ulys A8 (Romeu and Serajuddin, 2001)4slall Lelalzs! e laay Loz of Lados duamls 558 Lole 1355 @J Lo (e slmsily padly
wlge 3z O (S Aaslad) s lgadl (e 2l &bzl Al GT1aST (S5 5081 LW 3ls¥1 B9 e Jegadeesh and Titman (1993) J
(Pasaribu, 2019) dlatwll wslgally Lgdall 9all cIolial (e Aayludl wslgadl 558 (uSay U 1a¥) Ands a2 2uslidin

By wile ydige § ple IS Sl 030 ST (o J2¥) iad jpuanl) il dily LS (EFI) yolaid¥l &yl alall a5l Jis @
S o oSy Lawslss & g LW Blodll G 6,5 &1 AoliazdWlg 21 4,Sal1 LY oo Ladlgie el Lo g9 ,(MR) 21 3lyedl
G e Mald danss Bute callaty Lo Bale coluslad ! sy Laysls &1 91,251 & Loetll S5 AW 2uolazd ¥l Sulel oWy Sluoliadly
il

Aabedl) Gl a1 Loyl 3a> 3]skl J2¥1 ) small Jo¥1 e Jscaddl Aoy Jiay g1 (ECTey) Uased) muzesas D> 31, @
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