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Abstract

This study aimed to investigate the impact of financial liberalization on foreign reserves
in Jordan over the period from 1998 to 2018. Several diagnostic tests were applied, including
the Augmented Dickey-Fuller (ADF) and Phillips-Perron (PP) tests for stationarity. The results
indicated that all-time series were non-stationary at their levels, whereas their first differences
were stationary according to the Dickey-Fuller test (ADF). However, the Phillips-Perron test
showed that some time series were stationary at their levels, while others were stationary at the
first difference. The Cusum stability test was conducted to check the stability of the model
parameters, and the autoregressive distributed lag (ARDL) bounds testing approach was applied
for the cointegration test. The results showed that financial freedom (used as a proxy variable
for financial liberalization) has a positive and statistically significant impact on foreign reserves.
Therefore, this study recommends extending financial liberalization to increase foreign reserves
in Jordan.
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Dbee o pulaall (pe dpdall plusuiwl @b e &g

Hannan-Quinn . Schwarz Info Criterion (SIC) .Akaike Information Criterion (AIC)
sdall waslLikelihood Ratio Test (LR) 9 .Final Prediction Error Criterion (FPE) .criterion (HQ)
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2= Sobe (3 TS Truss yglas zdlaidl ode i 13 Lagd sbaiind dorlonll go i dpunlidll zdladd] juuds Lic
Jlradl 1§ Lo guis ohlasdl AST (e d)hand) (CUSUM) 3395 bl dasg ¢yl
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Ho: 8,:=0= 0, (null hypothesis = no co-integration among variables)
Hi: 0,20,z 0, (alternative hypothesis = variables are co-integrated)
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LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz

HQ: Hannan-Quinn information criterion
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