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Financial development, the financial crisis and
globalization: the case of Jordan

Khaled Mohammed Al—Sawaie(‘)

Abstract

This study aims to examine the causality between financial
development and the financial crisis and the globalization of trade and
financial openness in Jordan, using the cointegration methods and
autoregressive distributed lags ARDL. It found that the interaction of
openness cause financial development, as well as openness to trade or
financial openness. In addition, the opening of trade leads crisis, caused
financial instability. And almost a financial crisis in Jordan occur during

2003.

Key words: financial development, the financial crisis, openness of

trade and financial openness, cointegration, autoregressive distributed lags,

Jordan.
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Series: FC FD

Exogenous series: FOP TOP 1A
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s)  FEigenvalue Statistic Critical Value Prob.**
None * 0.555883 24.40078 15.49471 0.0018
At most 1 * 0.376611 8.979111 3.841466 0.0027

Series: FC FE
Exogenous series: FOP TOP IA
Lags interval (in first differences): 1 to 1

Hypothesized Trace 0.05

No. of CE(s) ~ Eigenvalue Statistic Critical Value Prob.**
None * 0.746011 29.03529 15.49471 0.0003

At most 1 * 0.215420 4.366920 3.841466 0.0366

Trace test indicates 2 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
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