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Juudlaws JS T PP 5 ADF diliaal alaaiuly 580030 Jalas o505 ¢l
SR sha] e Uiy Lo st L5815 0,00 SAT a8 8o il 73 g
G Skl 8 dadgall Gula sa daagial Wiy o i) SIS
(il g &y plas o yiiell JolSEl L)

asall Cro alSio Ll jull 3 gadd GpSall Liabll Jdladl @il 13
JolSS asa s (50 wuandl Gl @il daiill (3 dulpull a5 LS o oY)
Y1 LT a5 (Ja ¥ Ak L0315 B smy inas) L oo
aual! puila ga Ja8 e (s 38l Max-Eigen (eI sl jL3Al g (Trace
SIS cow aladiuls G LSAY) ada ol (5) Jsos by Bl ol
LS % 5 Lisine (gsime wic Ja¥l Lsh Be ssmy o sty eslla
Basn y JolSS Ualas g 591 5Laal 8 JolSS eV alae aosl wgay Jodad) el
) (Ol dad plaal

5 dge
Gaila ga dingio plusivl of paiall il JolSE LIS/

ERER oISl jiadl s
e Trace Max-Eigen
Hypothesized
Statistic Critical value Statistic Critical value
None 0.307734 144.6085 95.75366 50.38664 40.07757
At most 1 0.202090 94.22185 69.81889 30.92900 33.87687
At most 2 0.195921 63.29285 47.85613 29.8739%4 27.58434
At most 3 0.126088 33.41891 29.79707 18.46419 21.13162

Rl Gpall s i) Wl G LLELY A L ds (9)
lia 3iay PP LLaa) oIy ADF LLadl 3éy Js¥ Godll 3 Laies ¥ Jladl
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5 dgs> /e
Graild ga dingio pludiowl of pdiall yidall JolSE LIS/

A s Gelsl jiad L
A Trace Max-Eigen
Hypothesized
Statistic Critical value Statistic Critical value
At most 4 0.069161 14.95472 15.49471 9.818715 14.26460
At most 5 0.036795 5.136001 3.841466 5.136001 3.841466

Trace test indicates 4 cointegrating eqn.(s) at the 0.05 level
Max-eigenvalue test indicates 1 cointegrating eqn.(s) at the 0.05 level

*(**) denotes rejection of the hypothesis at the 0.05 (1%) level

Wil an Dgine LLAA) cpats cJa¥) Ak all dan oo STl
wond Lo 2y ECM wiall Thill sl dingio alidiuly sl
L AR Tl
b)) rasal rigal

Wt posiad dafie ulid (Say (VAR PR SIRER (LS SRt
e Dol ol 3l gl Ja¥) 5 LIS E53e s 530 Ll
AU el s Ll JERNECHWERREE SN

e S L Jaglall Ja¥1 8 d8Mall daus (o oSEIl — 531 3 gl
S Tl e e 4ty Lol Aslaall sl (Ja ¥ AL she 3)al daae
L] sim3y Bt Ul sm & ginn 5 i (o SIS S folla] )3
Ja¥ dalas u;lf:e s Lelas deast squares olas yoll ?t_“q; b alaasulg
Lol 53 5 0.010329- (5 slos Tl i a3 e Jalaa Zas (o Jyshal
s sl Ja¥1 6 e spmy ll3 S %5 & pine (5 s i 5 pias
e @l Ja¥l b S ball Slpiially (ol 5iieS Lpall elbliay)
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(10253
InIR=103.3+5.7InGDP + 39.6InIEWB - 3.8InEXCH + 3.3HR-0.85FDI~

sl 23] 5 Tdlally . sl Ja¥l o DBlall — LS 5 gl
Ll 4l i Wil ol giges oo L Lple Jsaond oS
o JS el a1 clales Lgine cpo oS Wald test JLaa) aladialys
5 Lgine T ollia o coudis coaall el o8 L3 Sl ol el
Pl Loy il Mea¥l Llaal o olhpiie gn el Ja¥l
S Il Gl e b Rl Sy Sl L a0 5 el
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3 Ja ¥ 3 el il Gl a e dsins
el igaill Saga S LI/
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) Ll Jae Bl um s

Jonall woinill Jalaas %66 dasd R? wontl Jobie dad cal a3

T gial Doyl 5,u8ll L) Zasdl el Ludi g %53.6 Zass AdjustedR?
Usia 5 dapall 3 saill Sl paiio s Y1 & phms 1S5 LS 3 sl
5 5 Y Lay el 050 TSl o il (s B3 an0 ¥ < (6)
zisail 3 Gpiie o Bl T eadl AL 3§l o) Spm
a0l oy S pe¥! SLaEYI 6 i) SLAN aa juiie Dla) %47
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6 Jou>

Variable LNIR LNRGDP LNIEWB LNEXCH IIR FDI

LNIR 1.000000 -0.049784 0.160499 0.028618 0.014132 0.173333
LNRGDP -0.049784 1.000000 0.059163 -0.202061 0.069455 -0.065171
LNIEWB 0.160499 0.059163 1.000000 -0.335413 0.108978 -0.171253
LNEXCH 0.028618 -0.202061 -0.335413 1.000000 0.473690 0.167215

IIR 0.014132 0.069455 0.108978 0.473690 1.000000 0.266596

FDI 0.173333 -0.065171 -0.171253 0.167215 0.266596 1.000000

Eviews zoliy doda alasde aal e Jgaad) 5

iy a8 Serial correlation Lad bl )l seay gues Glais Lady

LM test JL.\:A‘ éjd ‘G‘;j PRUII-ON db:\_&.a LJ.OLS: Gj‘:\:v u.‘.: JJAAA-" Lﬁj
cellas) @A i wie Ll b)) 43 aa e ¥ (7)) Joas (S sallal

7 dgs>
L)) pmend oo pisad o6 Hlaall Ll LI LM Lasl

Null Hypothesis: no serial correlation at lag order h

Lags LM-Stat Prob.
1 12.21309 0.9999
2 34.05623 0.5613
3 13.15754 0.9998
4 152.0081 0.0000
5 21.27130 0.9756
6 27.36093 0.8492

Probs. from chi-square with 36 df.

Eviews zaliy doda alasde aal fias Joaad) 5
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2015-1980 o & 53l IR gt gl SnisYI 5 Tlsull Lbliin ¥ =] 1t S

(4) Halat) ¥ jlaiiy
O paion @ A .
il gl v olblaayy | St golisdlpes - sy
4.999942 . : 533364 1980
5.125309 : . 395029 1981
5.029866 62.84305 5786.67 363632 1982
4741428 36.25073 10730.57 388991 1983
4.86489 2813228 15580.43 438313 1984
6.634305 2871443 16071.85 461494 1985
6.34874 29.08258 17038.55 495525 1986
7.920356 3206551 15863.65 508676 1987
7.604466 33.84724 1553521 525824 1988
5.567512 3576856 14881 53072 1989
3.575398 35.53617 15193 539901 1990
2395443 35.25609 15358 541463 1991
1391548 3449097 15608 538335 1992
2105544 35.69122 15788 563493 1993
2.597424 3365548 16478 554575 1994
2.652005 33.13848 17056 565210 1995
3677697 3117909 17120 533786 1996
3.52197 29.32928 17177 503789 1997
3.935478 30.83064 17271 532476 1998
4.641136 252823 1739 565796 1999
4483409 2962024 17577 520635 2000
430973 2993478 17281 517303 2001
4973549 30.18851 17734 535363 2002
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e O
4.990503 24.719824 18512 459065 2003
4.984634 16.7324 20454 342,045 2004
2045272 1731998 33535 580,826 2005
2286871 16.71474 50659 846,752 2006
2403322 15.59813 73479.73 1,146,146 2007
28.64992 14.69857 112935.5 1,659,990 2008
29.17059 1038503 148088.8 1,537,906 2009
29.74011 9.464121 176377.9 1,669,262 2010
32.10077 1092352 186758.1 2,040,055 2011
35.48098 1237063 199032.1 2,462,153 2012
36.64485 13.09047 207897 2,721,468 2013
33.13635 12.71984 215908.7 2,746,324 2014
29.68144 1031721 224049.8 2,311,567 2015
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SLaIEYI 3 dlaall cliyl dlaal 3l T '
50 Sl gt (%) asta el gl

41 91.7 922 1980
53 89.3 92.6 1981
53 756 922 1982
5.2 703 97.3 1983
53 708 96.4 1984
5.2 66.2 94.1 1985
48 55.5 89.3 1986
49 64.9 878 1987
65 572 82.6 1988
8.5 66.2 84.6 1989
112 . 90.0 1990
137 718 91.1 1991
134 759 9.3 1992
157 749 9.8 1993
181 740 89.2 1994
166 72 86.8 1995
155 759 89.1 1996
150 779 87.6 1997
149 56.5 83.6 1998
140 708 88.3 1999
154 83.1 91.2 2000
151 80.6 87.7 2001
159 780 87.8 2002
1438 788 88.0 2003
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Determinants of Demand for the International Reserves in
Saudi Arabia Economy

Dr. Mohammed S. Afifi
Abstract

Objectives: The study attempted to analyze the demand
function of the Saudi economy for international reserves
during the period of (1980-2015).

Method: The study depended on a descriptive analysis of
international reserves stocks and their related variables. The
study also used the standard method of joint integration and
error correction to reach the most important determinants that
affected the function of demand for the international reserves
in the KSA.

Results: The study found that the real gross domestic product
GDP, importance of the external trade sector and the real
interest rate in the American economy are all related to the
Saudi economy demand for the international reserves in a
moral positive correlation. On the other hand, the effective
exchange rate in addition to foreign direct investment rate FDI
of the GDP is related in a moral inverse relationship to these
reserves in the long term. A short-term analysis by error
correction approach met the long-term results except for
effective real exchange rate lack of impact on the demands of
these reserves.

Conclusion: Due to indexes concentration increase in the Saudi
economy, the study called on the monetary authorities to
necessarily make these reserves reach the internationally
_recognized rates, through a functional separation between
the methodology of forming and managing these international
reserves and the methodology of forming and managing the
sovereign wealth funds. The study also called on stimulating
export-oriented domestic and foreign investment for its positive
impact on reducing the holding cost of the international
reserves in both short and long terms.

Keywords: Demand function, Saudi Arabia, international
reserves.
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