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Abstract: The impact of money supply on economic growth has
been analyzed by many studies. Yet, most of these studies did not
cover Saudi Arabia. Even those studies that did cover the Saudi
economy, they either covered old time periods or used different
explanatory variables than the variables used in our study.
Therefore, the current study investigates the impact of money
supply on economic growth in Saudi Arabia from 2001 to 2021
using M2 as our money supply variable instead of M1, since people
are no longer use cash in most of their money transactions, and
hence, we believe M2 captures the movements in money supply
better than M1. Our results show that money supply has no
significant impact on economic growth in Saudi Arabia during the
period studied, a conclusion that is supported by the “ineffective
monetary policy under fixed exchange rate” literature. However,
we find both statistically significant negative impact of interest rate
and statistically significant positive impact of government spending
on economic growth in Saudi Arabia from 2001 to 2021.
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hall stV dilas el g Al il 5l adlatiul & ey padio)
(Jiine pusia) 2gail) mpe Laag alilly Jaisall (ppusiall G A8 (2881 Jasail
Dbl Eas o can e laay) sl @lills Yo wls aiia gaBY) gailly
eyl dladad)

M2 guil) apl) [Ys)

s @illy A (1) 8y Jsanll DA e A3l Jedlad) Ayl (s
Db (pe ST @llg angll jia Hladl dalaly Hlsb S clad) @b
@sing (M2) a5iil) pmpe i) o e pay (poaed) Gaapdll of Cam
g Y (M2) i) of e aiy (s3ly dasl) (apil) awm ciangll s e
ailes ALl il pae ) ad amsl) s 39 of Cus daagll i e
A (oS0 @iy Aluad) Al (305 pae Baadl s (S lad) DA e
Sl ¢(0.05) diginall (ggine 30 ST a5 (0.1365) cialy dlasyl aN A
A(M2) il o gl daadl il Jsidy anall (mpdll (g 2y il

(1) o Ju>

dafpal) 5,58 JNA 3681 Lhaye Al )il SLEAY g8 S L) el
Null Hypothesis: M2 has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 1 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.096079 0.1365
Test critical values: 1% level -4,571559
5% level -3.690814
10% level -3.286909

*MacKinnon (1996) one-sided p-values.
Warning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 18

Augmented Dickey-Fuller Test Equation
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Dependent Variable: D(M2)
Method: Least Squares
Date: 12/14/22 Time: 00:41
Sample (adjusted): 2003 2020
Included observations: 18 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
M2(-1) -0.462514 0.149387 -3.096079 0.0079
D(M2(-1)) 0.592263 0.203563 2.909489 0.0114
C 42917.38 27542.89 1.558202 0.1415
@TREND("2001") 45863.08 14534.80 3.155399 0.0070
R-squared0.515478 Mean dependent var91804.14
Adjusted R-squared0.411652 S.D. dependent var57715.18
S.E. of regression44269.77 Akaike info criterion24.42712
Sum squared resid2.74E+10 Schwarz criterion24.62498
Log likelihood-215.8441 Hannan-Quinn criter.24.45440
F-statistic4.964819 Durbin-Watson stat2.323760
Prob(F-statistic)0.014935

Eviews 10 alaaiuly duhall clbibes DA (10 1 jdaal)

lileass 33 4de s (1st difference) syiwe sSal JIsY) g ehal zlas 4oy
fdlsall Joaadl 8 dunall bl e

(2) a2 Jo>
(1% Difference) dlulull J¢¥) @ a0 3ah A JEia) LAY Hlgb S Lo milis
Null Hypothesis: DM2 has a unit root

Exogenous: None
Lag Length: 0 (Automatic - based on SIC, maxlag=3)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -0.706801 0.3963
Test critical values: 1% level -2.699769
5% level -1.961409
10% level -1.606610

Eviews 10 alsiulis &bl cilbae D& (et jaal

38 e e e cllle Aladd) o Loagl Jaad (2) a8y Jsan il DS e
Gina 0n ST a5 (0.3963) il ddlasy) ANV dad o el «J5¥) B
Gsing (M2) Abulidl o (gl (aaad) (il o w asld Jllig (0.05) Lginal
L Bl ehaY Lady Lo 1y hiie e Aludull o) (g Gangll i e
sl 2wl e Jeassil (2nd difference) dlalull

L ISSN-E: 2617-9563




ISSN-E: 261 7-9563

(3) a2 Jox>
(2" difference) dlulull g1 a0 3L dlubur JhEia) JLEAY g (S jLod) il

Null Hypothesis: DDM2 has a unit root
Exogenous: None

Lag Length: 0 (Automatic - based on SIC, maxlag=3)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.645923 0.0001
Test critical values: 1% level -2.708094
5% level -1.962813
10% level -1.606129

Eviews 10 alaaiubg duhall Glbbhes DA e 1 jaall
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Null Hypothesis: G has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 3 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic  -3.927604 0.0360
Test critical values: 1% level -4.667883
5% level -3.733200
10% level -3.310349

*MacKinnon (1996) one-sided p-values.
Warning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 16

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(G)
Method: Least Squares
Date: 12/14/22 Time: 18:40
Sample (adjusted): 2005 2020
Included observations: 16 after adjustments

Variable Coefficient  Std. Error t-Statistic Prob.
G(-1) -1.112564 0.283268 -3.927604 0.0028
D(G(-1)) 1.213719 0.297416 4.080882 0.0022
D(G(-2)) -0.171604 0.220043 -0.779865 0.4535
D(G(-3)) 1.013979 0.296537 3.419403 0.0066
C 47020.46 27716.33 1.696489 0.1206
@TREND("2001") 42301.29 11100.74 3.810674 0.0034
R-squared0.710505 Mean dependent var33707.75
Adjusted R-squared0.565758 S.D. dependent var54032.94
S.E. of regression35606.10 Akaike info criterion24.07842
Sum squared resid1.27E+10 Schwarz criterion24.36814
Log likelihood-186.6273 Hannan-Quinn criter.24.09325
F-statistic4.908593 Durbin-Watson stat1.424730

Prob(F-statistic)0.015781
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Null Hypothesis: GT has a unit root

Exogenous: None
Lag Length: 4 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.259031 0.1820
Test critical values: 1% level -2.728252
5% level -1.966270
10% level -1.605026

Eviews 10 gualiy alaaiuliy duhall Cldaes aladiuly pialll sliel (e jiaal
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Null Hypothesis: DGT has a unit root
Exogenous: None

Lag Length: 3 (Automatic - based on SIC, maxlag=3)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.045453 0.0005
Test critical values: 1% level -2.728252
5% level -1.966270
10% level -1.605026
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Null Hypothesis: R has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 1 (Automatic - based on SIC, maxlag=4)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -3.625706 0.0561
Test critical values: 1% level -4.571559
5% level -3.690814
10% level -3.286909
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Null Hypothesis: DR has a unit root
Exogenous: None

Lag Length: 0 (Automatic - based on SIC, maxlag=3)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2.819765 0.0076
Test critical values: 1% level -2.699769
5% level -1.961409
10% level -1.606610
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Lo & Al DR Aladall b jlosls dalaially (8) o) Jsas 58 DA s
s gasall Jlgh (S Lasl DA e addey (R abal) dlubull Gooill shal
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Null Hypothesis: GDP has a unit root
Exogenous: None

Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic  0.975761 0.9058

Test critical values: 1% level -2.692358
5% level -1.960171
10% level -1.607051

Eviews 10 zaliy alasialis duhall Gldass aladials cfialll dac) (e 2 jaal)

- .SZ. ISSN-E: 2617-9563




ISSN-E: 261 7-9563
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Null Hypothesis: DGDP has a unit root
Exogenous: None

Lag Length: 0 (Automatic - based on SIC, maxlag=3)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.002604 0.0050
Test critical values: 1% level -2.699769
5% level -1.961409
10% level -1.606610
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DGDP = 275485.222138 + 2.82711834751*DGT - 82210.5221213*DR + 1.1979980314*DDM2
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Dependent Variable: DGDP
Method: Least Squares
Date: 12/14/22 Time: 22:02
Sample (adjusted): 2003 2018
Included observations: 11 after adjustments
Weighting series: RESIDO01
Weight type: Inverse variance (average scaling)

Variable Coefficient Std. Error t-Statistic ~ Prob.
Cc 275485.2 27302.10 10.09026  0.0000
DGT 2.827118 0.998078 2.832564  0.0253
DR -82210.52 30148.38 -2.726864  0.0295
DDM?2 1.197998 0.739307 1.620433  0.1492

Weighted Statistics

R-squared 0.841212 Mean dependent var 275617.3
Adjusted R-squared 0.773159 S.D. dependent var 266191.7
S.E. of regression 69969.79 Akaike info criterion 25.42480
Sum squared resid 3.43E+10 Schwarz criterion 25.56949
Log likelihood -135.8364 Hannan-Quinn criter. 25.33360
F-statistic 12.36127 Durbin-Watson stat 1.361734
Prob(F-statistic) 0.003477 Weighted mean dep. 347506.7

cabaall vaall
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