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Cross-Section Dependence Test

Series: RGDP

Null hypothesis: No cross-section dependence (correlation)

Sample: 2014Q1 2018Q2

Periods included: 18

Cross-sections included: 7

Total panel observations: 126

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 101.5960 21 0.0000
Pesaran scaled LM 12.43623 0.0000
Bias-corrected scaled LM 12.23035 0.0000
Pesaran CD 3.582343 0.0003

IBF (&d) pieed) Lo o SUL JMaal jlast 1(2) ol

Cross-Section Dependence Test

Series: IBF

Null hypothesis: No cross-section dependence (correlation)

Sample: 2014Q1 2018Q2

Periods included: 18

Cross-sections included: 7

Total panel observations: 126

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 107.5284 21 0.0000
Pesaran scaled LM 13.35162 0.0000
Bias-corrected scaled LM 13.14573 0.0000
Pesaran CD 5.259693 0.0000
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Cross-Section Dependence Test

Series: ISINV

Null hypothesis: No cross-section dependence (correlation)

Sample: 2014Q1 2018Q2

Periods included: 18

Cross-sections included: 7

Total panel observations: 126

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 96.63892 21 0.0000
Pesaran scaled LM 11.67134 0.0000
Bias-corrected scaled LM 11.46546 0.0000
Pesaran CD 7.295971 0.0000

REALEX f&dl pacedl Lo o UL Sl jlas) (4 ol

Cross-Section Dependence Test

Series: REALEX

Null hypothesis: No cross-section dependence (correlation)

Sample: 2014Q1 2018Q2

Periods included: 18

Cross-sections included: 7

Total panel observations: 126

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 118.3929 21 0.0000
Pesaran scaled LM 15.02805 0.0000
Bias-corrected scaled LM 14.82216 0.0000
Pesaran CD 7.774890 0.0000
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Cross-Section Dependence Test

Series: INFRATE

Null hypothesis: No cross-section dependence (correlation)

Sample: 2014Q1 2018Q2

Periods included: 18

Cross-sections included: 7

Total panel observations: 126

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 61.99805 21 0.0000
Pesaran scaled LM 6.326136 0.0000
Bias-corrected scaled LM 6.120254 0.0000
Pesaran CD -0.142334 0.8868

GFCF il pied) Lo o SULI JHixul jLas) 1(6) el

Cross-Section Dependence Test

Series: GFCF

Null hypothesis: No cross-section dependence (correlation)

Sample: 2014Q1 2018Q2

Periods included: 18

Cross-sections included: 7

Total panel observations: 126

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 35.32337 21 0.0260
Pesaran scaled LM 2.210144 0.0271
Bias-corrected scaled LM 2.004261 0.0450
Pesaran CD 1.615926 0.1061

OPEN il paceld Lo o UL Szl jlas) (7)) ol

Cross-Section Dependence Test

Series: OPEN

Null hypothesis: No cross-section dependence (correlation)

Sample: 2014Q1 2018Q2

Periods included: 18

Cross-sections included: 7

Total panel observations: 126

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 116.0814 21 0.0000
Pesaran scaled LM 14.67138 0.0000
Bias-corrected scaled LM 14.46549 0.0000
Pesaran CD 9.339184 0.0000
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:%Lp@\lLAﬂJSgd\Mgﬁ\O)Q‘ﬁxM\ °
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included f
> or RGDP
Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -1.481 N, T = (7,18)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64

oY1 Alld ool oY1y oyl ) °
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included f
> or RGDP
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -1.271 N, T = (7,18)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46

A 0\5),6.\\ sl 2t Ay Al ew\ ol Ol ﬁ.&.&:.s\ °
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for D.RGDP
Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -2.732 N,T = (7,17)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for D.RGDP
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -3.449 N,T = (7,17)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46

IBF (i:l) piceld Pesaran 2007) ———J 30> 1 jdor jlas) (9) gl

:%#a?\lLﬁLJJﬁdiﬂéﬁ\on<ﬁxﬁ1 °
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for IBF
Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -0.716 N,T = (7,18)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64

a1 Alll] alal) 0lEY1y oy ) °
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for IBF
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -1.915 N,T = (7,18)

Critical values at -2.82 -3.02 -3.46
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for D.IBF
Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -3.296 N, T = (7,17)

Critical values at -2.18 -2.33 -2.64

(AN By Al sl ) ey plall OlEY1 g Syl i) .
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for D.IBF
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS =  -3.450 N,T = (7,17)

Critical values at -2.82 -3.02 -3.46

ISINV (&d) el Pesaran (2007) —J su> Ji ydr jlast :(10) gl

koY) ALdlf plall oY1 O gy ki) °
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for ISINV
Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -1.549 N, T = (7,18)

Critical values at -2.18 -2.33 -2.64

252



a1 Alll] alal) olEY1 y Coltlly i °
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for ISINV
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -2.263 N, T = (7,18)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46

t N By A1 sl ) g Bddd alall SLENT O gy i) .
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for D.ISINV
Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = 0 for all i

CIPS = -3.778 N,T = (7,17)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64

A Q@)}ﬂ\ sl ! day e\d\ o\,ﬁ‘ﬁ\) i ﬁ.\.ﬁ;}\ °
Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for D.ISINV
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -3.828 N, T = (7,17)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46
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Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS =  -1.763 N,T = (7,18)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64
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Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS = -1.904 N,T = (7,18)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46
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Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS =  -2.902 N,T = (7,17)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64
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Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS =  -3.299 N,T = (7,17)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for INFRate
Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -1.203 N,T = (7,18)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for INFRate
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -1.356 N,T = (7,18)

Critical values at -2.82 -3.02 -3.46
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for D.INFRate
Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -3.533 N, T = (7,17)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included
> for D.INFRate
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test
Individual ti were truncated during the aggregation process

HO (homogeneous non-stationary): bi = @ for all i

CIPS* = -3.743 N, T = (7,17)

Critical values at -2.73 -2.89 -3.2
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included for GFCF
Deterministics chosen: constant

Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS = -2.255 N,T = (7,18)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included for GFCF
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test

HO (homogeneous non-stationary): bi = @ for all i

CIPS = -2.335 N,T = (7,18)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included for D.GFCF
Deterministics chosen: constant

Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS = -3.453 N, T = (7,17)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64
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Pesaran Panel Unit Root Test with cross-sectional and first difference mean included for D.GFCF
Deterministics chosen: constant & trend

Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS = -3.445 N,T = (7,17)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46

257



g

OPEN firl) jaodl Pesaran (2007) —J su> 1 jdor Lt (14 ol

:W%ﬂ Al e\a“ ol &N NPRY ﬁ.\iﬂ\

Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS = -1.767 N,T = (7,18)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64
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Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS = -2.442 N,T = (7,18)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46
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Deterministics chosen: constant
Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS = -1.767 N,T = (7,18)

10% 5% 1%

Critical values at -2.18 -2.33 -2.64
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Calculating Westerlund ECM panel cointegration tests

dr}ﬂ\
SN By @ sl ) alall oYy Cully yuddt
Deterministics chosen: constant & trend
Dynamics: lags criterion decision General to Particular based on F joint test
HO (homogeneous non-stationary): bi = @ for all i

CIPS =  -3.840 N,T = (7,17)

10% 5% 1%

Critical values at -2.82 -3.02 -3.46
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Results for HO: no cointegration
With 7 series and 6 covariate

Statistic Value Z-value P-value

Gt
Ga
Pt

Pa

-2.040 -2.705 0.003
-6.621 -1.640 0.051
-3.550 -1.884 0.030
-3.143 -1.934 0.027
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Source SS df MS Number of obs = 119
F(7, 111) = 21.69
Model 7633.98836 7 1090.56977 Prob > F = 0.0000
Residual 5581.08319 111 50.2800288 R-squared = 0.5777
Adj R-squared = 0.5510
Total 13215.0716 118 111.992132 Root MSE = 7.0908
D.RGDP Coef. Std. Err. t P>t [95% Conf. Interval]
IBF
D1. .3020072  .3425457 0.88 0.380 -.37677 .9807844
ISINV
D1. -29.46469 15.06931 -1.96 0.053 -59.32553 .3961489
RealEX
D1. -.0055666  .0057809 -0.96 0.338 -.0170218 .0058887
INFRate
D1. -.1840309  .6138338 -0.30 0.765 -1.400384 1.032322
GFCF
D1. 1.71483 .151693 11.30 0.000 1.41424 2.015419
OPEN
D1. -36.52839 11.54501 -3.16 0.002 -59.40561 -13.65118
ecm
L1. -.3384118 .0720205 -4.70 0.000 -.4811252 -.1956983
_cons -.3750706  .6936854 -0.54 0.590 -1.749655 .9995133
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Dependent Variable: RGDP
Method: Panel Fully Modified Least Squares (FMOLS)

Sample (adjusted): 2014Q2 2018Q2

Periods included: 17

Cross-sections included: 7

Panel method: Grouped estimation

Long-run covariance estimates (Bartlett kernel, Newey-West fixed

bandwidth)

Variable Coefficient Std. Error t-Statistic Prob.
IBF 0.543299 0.097717 5.559900 0.0000
ISINV -0.054689 0.025550 -2.140475 0.0355
REALEX -0.433278 0.203606 -2.128019 0.0366
INFRATE -0.022587 0.008233 -2.743520 0.0076
GFCF 0.763431 0.111322 6.857855 0.0000
OPEN -0.280489 0.115648 -2.425382 0.0177

. Dumitrescu Hurlin  dpend! yles (18 el

Pairwise Dumitrescu Hurlin Panel Causality Tests

Sample: 2014Q1 2018Q2

Lags: 1

Null Hypothesis: W-Stat.  Zbar-Stat. Prob.
LIBF does not homogeneously cause RGDP 3.25901  2.94271 0.0033
RGDP does not homogeneously cause LIBF 247521  1.84037 0.0657
LISINV does not homogeneously cause RGDP 5.80083 6.45624 1.E-10
RGDP does not homogeneously cause LISINV 1.94830 1.08343 0.2786
LISINV does not homogeneously cause LIBF 2.16749  1.38912 0.1648
LIBF does not homogeneously cause LISINV 3.26937  2.92582 0.0034
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Abstract:

The main objective of this study is to identify the effect of Islamic banking finance on economic
growth on a sample composed of 7 countries that are among the largest islamic banking systems in the
world, during the period (Q1 :2014- Q2 :2018), using Panel Data, six independent variables were
selected: total financing of Islamic banks, islamic banks investments in the financial market, real
exchange rate, inflation rate, gross fixed capital formation and trade openness, while the dependent
variable represents real GDP.

The results of the study show that total financing of Islamic banks have a positive effect on
economic growth in the long-term, while islamic banks investments in the financial market have a
quite negative impact on economic growth in those countries. The results of the causal test of
Dumitrescu Hurlin show that there is a bi-derectional causal relationship between total financing of
Islamic banks and the economic growth, Furthermore, the causal relationship happens only in one
direction from Islamic banks investments in the financial market to economic growth.

Keywords: Islamic banking finance, Economic growth, Panel Data, Causal relationship

Résume:

Le but de cette étude est d’identifier 'impact du financement des banques islamiques sur la
croissance économique, réalisée sur un échantillon de 7 pays qui représentent les plus grands systemes
bancaires islamiques dans le monde, durant la période (Q1 :2014- Q2 :2018), et ceci en utilisant les
données de panel basées sur la sélection de six variables indépendants qui présentent le financement
total des banques islamiques, les investissements des banques islamiques sur le marché financier, le
taux de change réel, le taux d’inflation, la formation brute du capital fixe, la libéralisation du
commerce et la variable dépendante qui constitue le PIB réel.

Les résultats de I'étude ont démontré que le financement total des banques islamiques impacte
positivement la croissance économique, tandis que les investissements des banques islamiques sur le
marché financier influent moyennement et négativement sur la croissance économique. Les résultats
des tests de causalité de Dumitrescu Hurlin ont également démontré gu'il existe un lien de causalité
bidirectionnelle entre le financement total des banques islamiques et la croissance économique,
comme il existe une relation causale a sens unigue allant des investissements des banques islamiques
sur le marché financier a la croissance économique.

Mots clés: Financement des banques islamiques, Croissance économique, Les donnees de panel,
Relation causale.




