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EViews 10 zoliys alaserwly oLl slae] oo 1yuall
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MNull Hypothesis: CLOSE has a unit root
Exogenous: Constant
Lag Length: 8 (Automatic - based on SIC. maxlag=33)

(01) o8, Jga>
ale slamil g culs ooy (ADF) jLais | s milis
MNull Hypothesis: CLOSE has a unit root

Exogenous: None
Lag Length: 8 (Automatic - based on SIC, maxlag=33)

t-Statistic Prob * t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -1.001540 03319 = Aygmented Dickev-Fuller test statistic -0.060288 06627
Test critical values: ; qu :z::: g;g]ggj Test critical values: 1% level 2565345
B 5% level -1.940877
10l 2266964 10% level 1.616664
tackannon (1906) onesded pvalues: *MacKinnon (1996) one-sided p-values.
gi%':: ; éﬁ?\gﬁ:gréfglégLchegéﬁquatmn Augmented Dickey-Fuller Test Equation
Method: Least Squa.res Dependent Variable: D(CLOSE)
Date: 05/16/23 Time: 13:40 Method: Least Squares
Sample (adjusted): 1/24/2000 12/29/2022 Date: 05/15/23 Time: 13:56
Included observations: 6033 after adjustments Sample (adjusted): 1/24/2000 12/29/2022
Included observations: 6033 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
Variable Coefficient  Std. Error  t-Statistic Prob.
CLOSE(-1) -0.000921 0.000484  -1.901540 0.0573
D(CLOSE(-1)) 0103245 0012871 8 021806 0.0000 CLOSE(-1) -1.19E-05 0.000197 -0.060288 0.9519
D(CLOSE(-2)) -0.065162 0012896 -5.053032 0.0000 D(CLOSE(-1)) 0.103023 0.012874 8.002686 0.0000
D(CLOSE(-3)) 0.083993 0.012909 6.506429 0.0000 D(CLOSE(-2)) -0.065428 0.012898 -5.072496 0.0000
D(CLOSE(-4)) 0026873 0.012934 2077615 0.0378 D(CLOSE(-3)) 0.083788 0.012912 6.489047 0.0000
D(CLOSE(-5)) 0.056688 0.012935 4382627 0.0000 D(CLOSE(-4)) 0.026592 0.012937 2 055487 0.0399
D(CLOSE(-6)) -0.045656 0.012911 -3.536238 0.0004 D(CLOSE(-5)) 0.056380 0.012937 4357890 0.0000
Gloe  Sm cvom dwwe oux  BGICHAN  SEER shie AR omd
2 : /| : y D(CLOSE(-T)) -0.082625 0.012901 -6.404821 0.0000
c FIGNn  SHOME  Z205HE 04400 D(CLOSE(-8)) 0.044993 0012877 3494029  0.0005
R-squared 0035262 WMean dependent var 1.389672
Adjusted R-squared  0.033821 S.D.dependentvar  124.1598 Efq‘f;eg 4 g-gg;’ggﬁ ';'e[?” ddepezde?t v ]-2348?255
S.E. of regression 122.0421  Akaike info criterion 12.44827 e i : LG CCDETKCTR VN :
Sum squared resid 89708281 Schwarz criterion 12.45938 SE. of TEqrEssIon 122.0748  Akaike info .”'“?”0” 12.44863
Log likelihood 3754019 Hannan-Quinn criter.  12.45212 ~Sumsquaredresid 89771125 Schwarz criterion 12.45864
F-statistic 24 46075 Durbin-Watson stat 2 002045 LOQ |I.ke|\h00d -37542.31 Hannan—Qumn criter. 1245211
Prob(F-statistic) 0.000000 Durbin-Watson stat 2.002002

EViews 10 mobip alaseiwly iUl slae] oo 1 yauall EViews 10 gobiy alaszuly (ni> Ll slae] oo Hoall
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Mull Hypothesis: CLOSE has a unit root

Exogenous: Constant, Linear Trend Variable Coefficient ~ Std. Error  t-Statistic  Prob.
Lag Length: 8 {Automatic - based on SIC. maxlag=33) CLOSE(1) GOOHE OOU0EET  _AO0iaaT _—
22 i D(CLOSE(-1) 0.103365 0.012872 8.030092 0.0000
t-Statistic _ Prob. D(CLOSE(2))  -0.065044 0012867 -5.043199  0.0000
] Py D(CLOSE(-3)) 0.084099 0.012911 6.513957 0.0000
Augmented Dickey-Fuller test statistic -2.001837 0.5997 D(CLOSE(-4)) 0.026994 0.012936 2 086740 0.0370
Test critical values: 1% level -3.959558 D(CLOSE(-5)) 0.056814 0012937 4391716  0.0000
5% level -3.410549 D(CLOSE(-8)) -0.045514 0012913 -3.524609 0.0004
10% level -3.127046 D(CLOSE(-T) -0.082175 0.012900 -6.370201 0.0000
D(CLOSE(-8)) 0.045427 0.012876 3.527922 0.0004

* - : C 7.152145 4031609 1.774018 0.0761
Mercl o {190 ) v e - yaies, @TREND("1/12/2000") 0.000732 0001038 0705916 04803
. . R-squared 0.035342 Mean dependent var 1.389672
Augmented Dickey-Fuller Test Equation Adiusted R-squared  0.033740  S.D. dependent var 124.1598
Dependent Variable: D(CLOSE) S.E. of regression 122.0472  Akaike info criterion 12.44851
lMethod: Least Squares Sum squared resid 89700858  Schwarz criterion 12.46074
Date: 05/15/23 Time: 13:54 Log likelihood -37530.95  Hannan-Quinn criter. 12.45276
Sample (adjusted): 1/24/2000 12/29/2022 F-statistic 22 06267 Durbin-\Watson stat 2.002068

Included observations: 6033 after adjustments Prob(F-statistic) 0.000000

EViews 10 zobiy alaseiwl cais Ll slae] g 1yaall
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Mull Hypothesis: CLOSE has a unit root
Exogenous: Constant
Bandwidth: 17 (Newey-West automatic) using Bartlett kernel
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Null Hypothesis: CLOSE has a unit root

Exogenous: None

Bandwidth: 17 (Newey-West automatic) using Bartlett kernel

§ )L/

Adj t-Stat  Prob* Adj t-Stat  Prob*
g e 1996942 03108 Phillips-Perron test statistic 0095979 06506
cetoiticalivaties. % 2 Test criical values: 1% level 2565345
5% level -2.861824 5% level 1940877
10% level -2 566963 el i
10% level -1.616664
Mackimon (1550] oneraiet pvohies: *MacKinnon (1996) one-sided p-values.
Residual variance (no correction) 15384.94 A - -
HAC carrected variance (Bartlett kernel) 20351.58 Residual variance (no correction) 15394.77
HAC corrected variance (Bartlett kernel) 2030417
Phillips-Perron Test Equation
Dependent Variable: D(CLOSE) Phillips-Perron Test Equation
Method: Least Squares Dependent Variable: D(CLOSE)
Date: 05/15/23 Time: 15:19 Method: Least Squares
Sample (adjusted): 1/13/2000 12/29/2022 Date: 05/15/23 Time: 13:50
Included observations: 6041 after adjustments Sample (adjusted): 1/13/2000 12/29/2022
- T - Included observations: 6041 after adjustments
Variable Coefficient  Std. Error  t-Statistic Prob.
CLOSE(-1) 0000864 0000491 1760830 0.0783 Variable Coefficient  Std. Error  t-Statistic Prob.
5 THoEs) SER TEEN.  BIAR CLOSE(-1) 164E-05 0000200 0082154  0.9345
R-squared 0.000513 Mean dependent var 1.395592
Adiusted R-squared  0.000348 SD.dependentvar ~ 124.0781 R-sauared SROE Nk [ ORE
SE. of regression 1240566  Akaike info criterion f24raps AeciedBooiveed  BOOOLL  SD.dependentvas 121073
Sum squared resid 97940408 Schwarz criterion 1248190 S.E. of regression 124.0859  Akaike info criterion 12.47999
Log likelihood 3769288 Hannan-Quinn criter. 12 48045 Sum squared resid 92999787 Schwarz criterion 12.48110
E_ctatistic 3100521 Durbin-Watson stat 1811601 Log likelihood -37694 .81  Hannan-Cluinn criter. 1248038
Prob(F-statistic) 0.078318 Durbin-Watson stat 1.812128

EViews 10 mobip alaseiwly cnis Ll slae] oo 1 yauall

Null Hypothesis: CLOSE has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 17 (Newey-West automatic) using Bartlett kernel

EViews 10 zoliy alaseiwly cnis Ll slae] oo 1yall
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Phillips-Perron Test Equation
Dependent Variable: D(CLOSE)
Method: Least Squares

Date: 05/16/23 Time: 15:21

Sample (adjusted). 1/13/2000 12/29/2022

Adj. t-Stat Prob* Included observations: 6041 after adjustments

Phillins-Perron test statistic -2 057554 05689 Variable Coefficient  Std. Error  t-Statistic Prob.
Test critical values: 1% level -3.959556 CLOSE(-1) -0.001025 0.000565 -1.814447 0.0697
5% level -3.410548 c 7048458 4 085327 1725311 0 0845
10% level -3.127045 @TREND("/12/2000") 0.000605 0.001053 0574768 0.5655
: X R-squared 0.000568 Mean dependent var 1.395592
"MacKinnon (1996) one-sided p-values. Adiusted R-squared 0000237 S.D. dependent var 1240781
S.E. of regression 124 0634  Akaike info criterion 12.47996
Sum squared resid 92935323  Schwarz criterion 12.48329
: Log likelihood -37692.72  Hannan-Quinn criter. 12.48112
E;E‘d“a‘ vatnadnce (no coréecr{:o;}k | ;gg%;g F-statistic 1715267 Durbin-Watsonstat ~ 1.811499

corrected variance (Bartlett kernel) ; Prob(F_statistic) 0.180003
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aLe sLixil 5 Cull 398 (KPSS) st oot il

MNull Hypothesis: CLOSE is stationary
Exogenous: Constant, Linear Trend
Bandwidth: 58 (Newey-West automatic) using Bartlett kernel

MNull Hypothesis: CLOSE is stationary

Exogenous: Constant

(KPSS) ;L

(07) o3, Jou>
ple slexil Ogug culi 52 g9 (KPSS) jLais | puds mils

Bandwidth: 58 (Newey-West automatic) using Bartlett kernel

LI-Stat. LM-Stat.
EW‘atk‘t’“t’Ski".’th””‘ 5’?““2?““’5“‘” = ;fal'“snlc g-g%ggg Kwiatkowski-Phillips-Schmidt-Shin test statistic 2 574888
SYBRPIORC CIlc L Vailes o 59 leve 2 Asymptotic critical values™: 1% level 0.739000
evel 0146000 -
10% level 0.119000 150?}0'?9"9" g-gﬁ?ggg
evel |
Tt i SO R ) *Kwiatkowski-Phillips-Schmidt-Shin (1992, Table 1)
Residual variance (no correction) 7986736,
HAC corrected variance (Bartlett kernel) 458E+08 Residual variance (no correction) 10578850
HAC corrected variance (Bartlett kernel) 6.08E+08
KPSS Test Equation
Dependent Vanable: CLOSE KPSS Test Equation
Method: Least Squares D dent Variable: CLOSE
Date: 05/15/23 Time. 15.26 P Ay A
Sample: 1!121200_0 1212912022 Date- 05/15/23 Time- 15:24
Included observations: 6042 Sample. 1;12;20@ 12/29/2022
Variable Coefficient  Std. Error t-Statistic Prob. Included observations: 6042

C 4513.617 72.71806 62.07009 0.0000
@TREND("1/12/2000") 0.923075 0.020849 44 27523 0.0000

R-squared 0.245028 Mean dependent var 7301.764
Adjusted R-squared 0.244903 S.D. dependent var 3252.784
S E. of regression 2826 549  Akaike info criterion 18.73183
Sum squared resid 4 83E+10  Schwarz criterion 18.73405
Log likelihood -56586.86 Hannan-Quinn criter. 18.73260
F-statistic 1860.296 Durbin-Watson stat 0.001927
Prob(F-statistic) 0.000000

Variable Coefficient  Std. Error  t-Statistic Prob.

C 7301.764 41.84705 1744870 0.0000
R-squared 0.000000 Mean dependent var 7301.764
Adjusted R-squared 0.000000 S.D. dependent var 3252784
S.E. of regression 3252784  Akaike info criterion 19.01258
Sum squared resid 6.39E+10  Schwarz criterion 19.01369
Log likelihood -5743599 Hannan-Quinn criter. 19.01296
Durbin-VWatson stat 0.001455
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ABSTRACT

This study aims to review the theoretical background of financial market efficiency and evaluate
the level of efficiency of the financial market in the Kingdom of Saudi Arabia. Additionally, it analyzes
the statistical methods that can be used to test this weak-form efficiency. This study uses secondary data,
including a daily time series of closing prices from the Saudi Arabian stock market index values from
2000 to 2023.

EViews 10 statistical software was used to check the stationary nature of the time series. Furthermore,
these data were tested using three unit root tests: the augmented Dickey-Fuller (ADF) test, the
Phillips-Perron (PP) test, and the (KPSS) test. These tests were used to evaluate the weak-form efficiency
level of the Saudi Arabian financial market and verify the randomness hypothesis. The results obtained
from these tests indicated that the financial market in Saudi Arabia follows the randomness hypothesis,
and therefore, the market is weak-form efficient. This study emphasizes the importance of increasing
transparency in financial processes and regulating the market by developing the performance of regulatory
and supervisory bodies to protect investors, increasing financial awareness and education for investors,
following best global practices in market management, and enhancing cooperation with international

bodies to improve efficiency in the financial market.

Keywords: The Saudi Stock Market, The Weak Level of Effective, Random Walk Hypothesis,
Unit Root Test.
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