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Abstract

There has always been a strong relationship linking macroeconomic
policies - especially monetary policy - with financial markets attracting
a lot of scholars and financial analysts’ attention. Considering that
financial market representing a mirror of the economy as a whole
meaning that it is the optimum environment reflecting the results of
applying these policies, particularly in light of successive economic
developments which was accompanied by the emergence of modern
financial innovations that ignited the fuse of suffocating financial crisis
and increased the severity of the financial risks experienced by both
developed and developing economies.

This required review economic policies and their transition mechanism
affecting financial markets to ensure these economies safety and avoid
ominous results. Hence, this study proceeded to highlight the impact of
monetary policy as a part of macroeconomic policy and its role in
influencing the stock market performance applying on Amman Stock
Exchange (ASE) as an emerging financial market. In order to test this
relationship, the research based on historical data for some variables
considered as most common monetary policy variables affecting
financial market performance within a time series spanned 14 years
during the period (1998-2011). These variables are money supply
(narrow and broad), interest rate on fixed deposits, exchange rate, and
inflation rate measured by the Consumer Price Index (CPI) to be
considered as a target seeking monetary policy in most countries to
maintain stable due to its association with other economic variables
impact financial market. While market performance was represented
through financial indicators: Stock price index, Market capitalization,
Trade volume, and Turnover ratio per share for the same period.

The study concluded a defect in the monetary policy transmission
mechanism to financial market through interest rate channel and
disparity impact for some monetary policy variables in the market
performance indicators adopted in the research. The research also
recommended to activate the role of monetary policy and to address
distortions in its transmission implementing financial market.
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(%) 4 paal) ABUSY) Jdiga | £ gl 2 (<L) ) axe s
10.3 451 4623.0 1998
10.4 457 4737.8 1999
10.5 462 4857.0 2000
11.2 464 5182.0 2001
11.5 464 5329.0 2002
12.4 443 5480.0 2003
12.1 441 5350.0 2004
10.7 513 5473.0 2005
10.9 515 5600.0 2006
10.3 558 5723.0 2007
9.9 593 5850.0 2008
9.7 616 5980.0 2009
9.2 663 6113.0 2010
9.0 695 6249.0 2011
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SPSS 1l zaliys aladinly Slaay) Jdaill 33y Jo¥) 7z 3saill Ailanyl Jslaall (2) &) Gald)

Descriptive Statistics

Mean Std. Deviation N

P 4139.414 2349.1817 14

M1 3918.6571 1911.15807 14

M2 13096.7500 6078.29882 14

r 4.8664 1.80883 14

I 99.3779 16.99027 14

E 99.0250 5.52586 14

Correlations
P M1 M2 r | E
P 1.000 714 .657 -.374- .615 -.247-
M1 714 1.000 .995 -.466- .981 .376
M2 .657 .995 1.000 -.443- .992 448
Pearson Correlation
r -.374- -.466- -.443- 1.000 -.376- -.119-
I .615 .981 .992 -.376- 1.000 494
-.247- .376 448 -.119- 494 1.000
P .002 .005 .094 .010 197
M1 .002 .000 .046 .000 .093
Sig. (Ltailed) M2 .005 .000 .056 .000 .054
r .094 .046 .056 .092 .342
I .010 .000 .000 .092 .036
197 .093 .054 342 .036

14 14 14 14 14 14
M1 14 14 14 14 14 14
M2 14 14 14 14 14 14
N r 14 14 14 14 14 14
I 14 14 14 14 14 14
E 14 14 14 14 14 14
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Variables

Entered/Removed?

Model

Variables

Entered

Variables

Removed

Method

M1

Stepwise

(Criteria:

to-enter <=
.050,

to-remove >=
.100).
Stepwise

(Criteria:

to-enter <=
.050,

to-remove >=
.100).

Probability-of-F-

Probability-of-F-

Probability-of-F-

Probability-of-F-

a. Dependent Variable: P

Model Summary®

Mod R R Adjusted | Std. Error of Change Statistics Durbin-

el Square | R Square | the Estimate | R Square | F Change | dfl | df2 Sig. F Watson
Change Change

1 7142 .510 469 1711.3556 .510 12.496 1 12 .004

2 .905" .819 787 1085.2074 .309 18.843 1 11 .001 2.010

a. Predictors: (Constant), M1
b. Predictors: (Constant), M1, E

c. Dependent Variable: P
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ANOVA®

Model Sum of Squares df Mean Square F Sig.

Regression 36597652.614 1 36597652.614 12.496 .004"
1 Residual 35144857.543 12 2928738.129

Total 71742510.157 13

Regression 58788084.906 2| 29394042.453 24.959 .000°
2 Residual 12954425.251 11 1177675.023

Total 71742510.157 13

a. Dependent Variable: P
b. Predictors: (Constant), M1
c. Predictors: (Constant), M1, E

Coefficients®

Model Unstandardized Standardized t Sig. | 95.0% Confidence Interval for Correlations
Coefficients Coefficients B
B Std. Error Beta Lower Bound | Upper Bound | Zero- | Partial | Part
order
(Constant) 699.120 1075.335 .650 | .528 -1643.833- 3042.073
! M1 .878 .248 .714| 3.535| .004 .337 1.419 714 714 714
(Constant) 24876.735 5611.433 4.433| .001 12526.054 37227.416
2 Ml 1.155 .170 .940| 6.797| .000 781 1.529 714 .899 .871
E -255.123- 58.773 -.600- | -4.341-| .001 -384.482- -125.764-| -.247-] -.795-| -.556-

a. Dependent Variable: P
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Excluded Variables?

Model Beta In t Sig. Partial Collinearity
Correlation Statistics
Tolerance
M2 -5.611-° -4.194- .002 -.784- .010
r -.052-° -.220- .830 -.066- .783
1
| -2.316-° -2.753- .019 -.639- .037
E -.600-° -4.341- .001 -.795- .859
M2 -2.897-° -1.303- 222 -.381- .003
2 r -.009-¢ -.062- .952 -.020- 779
| -.588-¢ -.615- .552 -.191- .019

a. Dependent Variable: P
b. Predictors in the Model: (Constant), M1
c. Predictors in the Model: (Constant), M1, E
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SPSS I iy alasiuls ilasy) Julaill Gy S x5 gaill Aglasy) Jshaal) (3) o) Galal

Descriptive Statistics

Mean Std. Deviation

M.V 14867.1286 9762.39036 14

M1 3918.6571 1911.15807 14

M2 13096.7500 6078.29882 14

r 4.8664 1.80883 14

I 99.3779 16.99027 14

E 99.0250 5.52586 14

Correlations
M.V M1 M2 r | E

M.V 1.000 .815 .769 -.353- .738 -.109-

M1 .815 1.000 .995 -.466- .981 .376

M2 .769 .995 1.000 -.443- .992 448
Pearson Correlation

r -.353- -.466- -.443- 1.000 -.376- -.119-

I .738 .981 .992 -.376- 1.000 494

E -.109- 376 448 -.119- 494 1.000

M.V .000 .001 .108 .001 .355

M1 .000 .000 .046 .000 .093
Sig. (1-tailed) M2 .001 .000 .056 .000 .054

r .108 .046 .056 .092 .342

I .001 .000 .000 .092 .036

E .355 .093 .054 .342 .036

M.V 14 14 14 14 14 14

M1 14 14 14 14 14 14

M2 14 14 14 14 14 14
N r 14 14 14 14 14 14

I 14 14 14 14 14 14

E 14 14 14 14 14 14

208




Variables Entered/Removed?

Model

Variables
Entered

Variables

Removed

Method

M1

Stepwise
(Criteria:
Probability-of-F-
to-enter <=
.050,
Probability-of-F-
to-remove >=
.100).

Stepwise
(Criteria:
Probability-of-F-
to-enter <=
.050,
Probability-of-F-

to-remove >=

.100).

a. Dependent Variable: M.V

Model Summary®

Model R R Adjusted | Std. Error of Change Statistics Durbin-
Square R the Estimate [ R Square E dfr | df2 Sig. F Watson
Square Change | Change Change
1 .815° .664 .636 5886.55689 .664| 23.755 1 12 .000
2 .930" .865 .841 3896.26160 .201 16.391 1 11 .002 1.617

a. Predictors: (Constant), M1
b. Predictors: (Constant), M1, E

c. Dependent Variable: M.V
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ANOVA?

Model Sum of Squares df Mean Square F Sig.
Regression 823136826.633 1| 823136826.633 23.755 .000°
1 Residual 415818624.235 12| 34651552.020
1238955450.86
Total 13
9
1071966051.46
Regression 3 2| 535983025.731 35.307 .000°
2 Residual 166989399.406 11| 15180854.491
1238955450.86
Total 9 13

a. Dependent Variable: M.V
b. Predictors: (Constant), M1
c. Predictors: (Constant), M1, E

Coefficients?

Model Unstandardized Standardized t Sig. | 95.0% Confidence Interval Correlations
Coefficients Coefficients for B
B Std. Error Beta Lower Upper Zero- | Partial [ Part
Bound Bound order
(Constant) -1448.545- | 3698.834 -.392-| .702| -9507.611- 6610.521
! M1 4.164 .854 .815 4874 .000 2.302 6.025 .815 .815 .815
(Constant) 79513.464 | 20146.943 3.947( .002| 35170.341| 123856.586
2 M1 5.092 .610 .997 8.345 .000 3.749 6.434 .815 .929 .924
E -854.315- 211.016 -484-]1 -4.049-| .002| -1318.758- -389.872-] -.109-| -.774-| -.448-

a. Dependent Variable: M.V
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Excluded Variables?

Model Beta In t Sig. Partial Collinearity
Correlation Statistics
Tolerance
M2 -4.384-° -3.653- .004 -.740- .010
r .034° 173 .866 .052 .783
1
| -1.670-° -2.220- .048 -.556- .037
E -.484-P -4.049- .002 -774- .859
M2 -1.912-° -.961- .359 -.291- .003
2 r .069° .532 .607 .166 779
| -.090-° -.106- 917 -.034- .019

a. Dependent Variable: M.V
b. Predictors in the Model: (Constant), M1

c. Predictors in the Model: (Constant), M1, E
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SPSS 1l zealiy aladinly  Slaal) Jalaill (G35 G 3 gaill Adlian) Jolaall (4) a8 G3ald

Descriptive Statistics

Mean Std. Deviation N
TV 6529.1786 6911.43816 14
M1 3918.6571 1911.15807 14
M2 13096.7500 6078.29882 14
r 4.8664 1.80883 14
I 99.3779 16.99027 14
E 99.0250 5.52586 14
Correlations
T.V M1 M2 r [ E
TV 1.000 .549 .489 -.151- 484 -.225-
M1 .549 1.000 .995 -.466- .981 .376
M2 .489 .995 1.000 -.443- .992 448
Pearson Correlation
r -.151- -.466- -.443- 1.000 -.376- -.119-
I 484 .981 .992 -.376- 1.000 494
E -.225- .376 448 -.119- 494 1.000
TV .021 .038 .304 .040 .219
M1 .021 .000 .046 .000 .093
Sig. (1-tailed) M2 .038 .000 .056 .000 .054
r .304 .046 .056 .092 .342
I .040 .000 .000 .092 .036
E 219 .093 .054 .342 .036
TV 14 14 14 14 14 14
M1 14 14 14 14 14 14
M2 14 14 14 14 14 14
N r 14 14 14 14 14 14
I 14 14 14 14 14 14
E 14 14 14 14 14 14
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Variables Entered/Removed?

Model

Variables
Entered

Variables

Removed

Method

M1

M2

Stepwise
(Criteria:
Probability-of-F-
to-enter <=
.050,
Probability-of-F-
to-remove >=
.100).

Stepwise
(Criteria:
Probability-of-F-
to-enter <=
.050,
Probability-of-F-
to-remove >=
.100).

Stepwise
(Criteria:
Probability-of-F-
to-enter <=
.050,
Probability-of-F-
to-remove >=
.100).

a. Dependent Variable: T.V

Model Summaryd

Model R R Adjusted R | Std. Error of the Change Statistics Durbin-
Square Square Estimate R Square = dir | df2 Sig. F Watson
Change | Change Change
1 5492 .302 .243 6011.67050 .302 5.183 12 .042
2 .808° .653 .590 4423.22463 .352 11.166 11 .007
3 .883° 779 713 3703.62110 .126 5.690 10 .038 1.805

. Predictors: (Constant), M1

a
b. Predictors: (Constant), M1, M2

o O

. Predictors: (Constant), M1, M2, |
. Dependent Variable: T.V
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ANOVA®

Model Sum of Squares df Mean Square F Sig.

Regression 187301519.641 1| 187301519.641 5.183 .042°
1 Residual 433682186.423 12 36140182.202

Total 620983706.064 13

Regression 405769628.581 2| 202884814.290 10.370 .003°
2 Residual 215214077.483 11 19564916.135

Total 620983706.064 13

Regression 483815613.252 3| 161271871.084 11.757 .001¢
3 Residual 137168092.811 10| 13716809.281

Total 620983706.064 13

a. Dependent Variable: T.V

b. Predictors: (Constant), M1

c. Predictors: (Constant), M1, M2
d. Predictors: (Constant), M1, M2, |

Coefficients?®

Model Unstandardized Standardized t Sig. 95.0% Confidence Interval Correlations
Coefficients Coefficients for B
B Std. Error Beta Lower Bound Upper Zero- | Partial Part
Bound order
(Con
-1253.689- 3777.449 -.332- 746 -9484.043- 6976.666
1 stant)
M1 1.986 872 .549 2.277 .042 .085 3.887 .549 .549 .549
(Con
3527.123 3125.963 1.128 .283 -3353.074-| 10407.320
) stant)
M1 23.805 6.561 6.582 3.628 .004 9.364 38.245 .549 .738 .644
M2 -6.893- 2.063 -6.062-| -3.342- .007 -11.434- -2.353- .489| -.710- -.593-
(Con
-77639.019-| 34127.715 -2.275- .046 | -153680.307-| -1597.731-
stant)
3 Ml 31.128 6.293 8.608 4.946 .001 17.106 45.150 .549 .843 .735
M2 -12.812- 3.023 -11.267-| -4.238- .002 -19.548- -6.076- 489 | -.801- -.630-
I 1307.919 548.318 3.215 2.385 .038 86.191 2529.647 .484 .602 .355

a. Dependent Variable: T.V
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Excluded Variables?

Model Beta In t Sig. Partial Collinearity
Correlation Statistics
Tolerance
M2 -6.062-° -3.342- .007 -.710- .010
r .135° 478 .642 143 .783
1
| -1.473-° -1.200- .256 -.340- .037
E -.503- -2.226- .048 -.557- .859
r .315° 1.636 133 459 737
2 | 3.215° 2.385 .038 .602 .012
E .070° .200 .845 .063 .280
r .145¢ 710 496 230 554
3
E .018° .060 953 .020 278

a. Dependent Variable: T.V

b. Predictors in the Model: (Constant), M1

c. Predictors in the Model: (Constant), M1, M2
d. Predictors in the Model: (Constant), M1, M2, |
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Descriptive Statistics

Mean Std. Deviation N
T.R 59.5064 35.22301 14
M1 3918.6571 1911.15807 14
M2 13096.7500 6078.29882 14
r 4.8664 1.80883 14
| 99.3779 16.99027 14
E 99.0250 5.52586 14
Correlations
T.R M1 M2 r [ E
T.R 1.000 .795 747 -.449- .709 -.074-
M1 .795 1.000 .995 -.466- .981 .376
M2 747 .995 1.000 -.443- .992 448
Pearson Correlation
r -.449- -.466- -.443- 1.000 -.376- -.119-
I .709 .981 .992 -.376- 1.000 494
E -.074- .376 448 -.119- 494 1.000
T.R .000 .001 .054 .002 401
M1 .000 .000 .046 .000 .093
Sig. (Ltailed) M2 .001 .000 .056 .000 .054
r .054 .046 .056 .092 .342
I .002 .000 .000 .092 .036
E 401 .093 .054 .342 .036
T.R 14 14 14 14 14 14
M1 14 14 14 14 14 14
M2 14 14 14 14 14 14
N r 14 14 14 14 14 14
I 14 14 14 14 14 14
E 14 14 14 14 14 14
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Variables Entered/Removed?

Model Variables
Entered

Variables

Removed

Method

Stepwise
(Criteria:
Probability-of-F-
to-enter <=
.050,
Probability-of-F-
to-remove >=
.100).

Stepwise
(Criteria:
Probability-of-F-
to-enter <=
.050,
Probability-of-F-
to-remove >=
.100).

a. Dependent Variable: T.R

Model Summary®

Model R R Adjusted R | Std. Error of Change Statistics Durbin-
Square Square the Estimate R E dfy | df2 Sig. F Watson
Square | Change Change
Change
1 .795% .631 .601 22.26068 .631| 20.548 1 12 .001
2 .912° .831 .801 15.72171 .200 13.058 1 11 .004 2.034

a. Predictors: (Constant), M1

b. Predictors: (Constant), M1, M2

c. Dependent Variable: T.R
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ANOVA®

Model Sum of Squares df Mean Square F Sig.

Regression 10182.133 1 10182.133 20.548 .001"
1 Residual 5946.454 12 495.538

Total 16128.588 13

Regression 13409.695 2 6704.848 27.126 .000°
2 Residual 2718.892 11 247.172

Total 16128.588 13

a. Dependent Variable: T.R
b. Predictors: (Constant), M1
c. Predictors: (Constant), M1, M2

Coefficients®

Model Unstandardized | Standardized t Sig. | 95.0% Confidence Correlations
Coefficients Coefficients Interval for B
B Std. Beta Lower Upper | Zero- | Partial | Part
Error Bound Bound order
(Constant) 2.123| 13.988 152 .882| -28.354-| 32.599
1
M1 .015 .003 .795 4533 .001 .008 .022 .795 .795 .795
(Constant) 20.498 11.111 1.845 .092| -3.956- 44,953
2 M1 .099 .023 5.345 4,224 .001 .047 .150 .795 787 523
M2 -.026- .007 -4.572-1 -3.614- .004 -.043- -.010- T47| -737-| -.447-
a. Dependent Variable: T.R
Excluded Variables?®
Model Beta In t Sig. Partial Collinearity
Correlation Statistics
Tolerance
M2 -4.572-° -3.614- .004 -.737- .010
r -.100-" -.480- 635 -.146- 783
1
| -1.894-° -2.501- .029 -.602- .037
E -.434-" -2.928- 014 -.662- .859
r .024° .156 .879 .049 737
2 | .025° .021 .984 .007 .012
E -.115-° -472- .647 -.148- .280

a. Dependent Variable: T.R
b. Predictors in the Model: (Constant), M1
c. Predictors in the Model: (Constant), M1, M2
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