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Analyzing the Impact of Financial Market Liquidity on Actual Stock
Returns
(An Econometric Study Using PMG-ARDL Models on Shares of Banking
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Abstract:

This study examined the Damascus Stock Exchange (DSE), aiming to identify the impact of
market liquidity on the actual returns of the shares of listed banking sector companies. The
study relied on a descriptive-analytical approach. The research sample consisted of (14)
banking sector companies whose shares were traded during the period from 1/1/2016 until
31/12/2022, with monthly data totaling 1,148 observations. Proportional lag autoregressive
distributed time (PMG-ARDL) models were used to study the impact of each of the stock
turnover rate, number of transactions, and trading volume on the actual returns of the shares.
The most important findings of the study are:

- The DSE suffers from significant variation and fluctuations in liquidity indicators and actual
returns, with a significant impact of liquidity variables on the actual returns of banking sector
stocks in the Damascus Stock Exchange, as there is a positive, statistically significant, moral
relationship between (number of transactions, trading volume) and the actual returns of
banking sector stocks in the Damascus Stock Exchange The more trades there are by one
unit, the higher the actual returns by (0.016), and the higher the trading volume by one unit,
the higher the actual returns by (0.00000426). There is a statistically significant inverse
relationship between the stock turnover rate and the actual returns of the stocks, as the higher
the stock turnover rate by one unit, the lower the actual returns by (-2.8).

Keywords Market liquidity, stock turnover, number of trades, trading volume, actual returns-
Autoregressive Time Distributed Lag Models (PMG-ARDL).

* PhD in Economics - Population and Development Specialization - (Department of Statistics and Programming)
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dalse a3 p o aii A paall daca i Jaii el 138 eg (0.05) pasieall digindll (ssin o ST 2
g galll B Byiiua
o LA S rdudal) adaliall dlidiall Jalsal jLad) <
el adalaall paes G iidie JalS3 aga9 a0 tH)
Apapel) alaliall G idia JalSs aasy 1 Hy
el b Ladg ¢ Jlaall 3 (gayall DY) jualial (Pooled Test) aanall sudll CEAY) HLadl aladial o
) Hlod) mils gy
Aupal) cfpiial A3, adaliall & idial) Jalstl) :(5) ad) Jgand)

Al sifgal clidal) e Jslsll aas sendl s Jana Clpiial) [LIAY)
+/~INF +/-INF +/~INF +/~INF Polled Statistic
0.000 0.000 0.000 0.000 P-Value

E_Views12 gualin o alaeyl Laldl das) : juadl)
il Ligieal) (ssins (g0 i 525 0.000 (glost Audpall Syiie prend ALY P dad of dsaall (o oy
halial) (o jidia JalSi gag o pat ) Abad) Ayl g paell Bacasd by Gl 138 e (0.05)
Al B ey (Byms (b (A pmmal) g Uaill IS, Apuajal)
el (ms (b (ghpamal) g Uil ISHE (o Nlgall ey Agped) iiial dansills o adia JalSS 399 (8 sl 3509
Jalgall Gty B dais Lt (39 Jaliy) d5mgs (Ghpaaall g ol ClSd C Alslinall Ly Jagaill cilBlal
Llgeiall Guiid lasan g guindy (S5l il labonss Aol Bdlal) o) i ol Cayeall o xS dalal)
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Ciyme o ASL LG el Gui oLy Guyeiall (e 33l 23ally ddlell Blsu¥ls 5V b U8 0
GAY Ciladll e g Cipuan vl o Algie (B 55 (gl Gandl lgiany ddaiipe Lo s Ll dan JUill
b aae e 2 Les
Sy Baedl Dl pxe 58 ZdLal) Ghs (3had Boms (b Bloall ey Agandl Cipuiia Al e 8 candl Ll
algally dlod) 1Ty dusbeail )y bl Ciligially Capaall o 8 alal) Clially adil) Jalge g (galai@¥) sal
e 5 alsall o3a gaen ¢ ladll W oYL Gy SLa¥ls cladlalls ehlly ) i iy upainall Ll
AL GheY) e qllally el ClSa
zile b Al chid) o saseie el ADle ol L) agas (e B aadtieny s dadl) asal) jLaa) TG
il Gyehs maliyll e ukallg ¢(Kermarrec et al., 2021 )a&wal) @lyaaiall fn rauall Slasyall sl
3l

dabadl) aadl) HLEA) :(6) ady Jeaad)

Variance Inflation Factors

Date: 07/13/25 Time: 21:25
Sample: 1 1176

Included observations: 1176

Coefficient Uncentered Centered
Variable Variance VIF VIF
TUR 0.323264 6.943047 6.723110
TRD 4.40E-06 1.429089 1.023731
TRS 5.37E-13 7.008215 6.773448
C 0.231613 1.407489 NA

E_Views12 galiy Ao sladieYl dald) e : juaal)
Aha a1 Y Jallg chyusiall paeal 10 0e Jil Uncentered LSyl yue bl plall adiat Jalae dasd o (i
e (S il b (S Les Syl 3 Ak daa
350l Jalsall DA (e (gginaal) (B cibaiall ) axe cpi Apbhial] i) B o i isall) i ey
Peseran J &ljidall JalSill asgia aladind 2 «Js¥) Gyl dic dyiise & Ngand Bi J s s clgalalia b
Al bl Cjels Gaadsaly curial) G Adbide sUad s Sacty s3lls PMG-ARDL 35
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PMG-ARDL s djidall Jal€ill 1(7) oy Jgaal

Dependent Variable: D(RET)
Method: ARDL
Date: 07/18/25 Time: 18:26
Sample: 2016M03 2022M12
Included observations: 1148
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): TRD TRS TUR
Fixed regressors: C
Number of models evalulated: 16
Selected Model: ARDL(2, 2, 2, 2)
Note: final equation sample is larger than selection sample

Variable Coefficient  Std. Error t-Statistic Prob.*

Long Run Equation

TRD 0.016718 0.006274 2.664559 0.0078
TRS 4.26E-06 2.03E-06 2.095316 0.0364
TUR -2.845507  1.287464 -2.210164 0.0273

Short Run Equation

COINTEQO1 -0.638233  0.039462 -16.17338 0.0000
D(RET(-1)) -0.140227  0.036382 -3.854272 0.0001
D(TRD) 0.148640 0.044297 3.355556 0.0008
D(TRD(-1)) 0.064169 0.019298 3.325128 0.0009
D(TRS) 3.22E-05 1.30E-05 2.487118 0.0130
D(TRS(-1)) 1.26E-05 7.01E-06 1.791743 0.0735
D(TUR) -17.07577  6.024236 -2.834512 0.0047
D(TUR(-1)) -6.424918  3.839557 -1.673349 0.0946
C 2.380430 0.563972 4.220833 0.0000
@TREND -0.039661 0.016834 -2.355963 0.0187

Root MSE 11.19896 Mean dependent var-0.005854

S.D. dependent var17.62881 S.E. of regression11.94899

Akaike info criterion7.636151 Sum squared resid147490.1

Schwarz criterion8.252641 Log likelihood-4347.057

Hannan-Quinn criter.7.868610

E_Views12 gualin o alaeyl Lald) s : juadl)
iz dsaill 5oaE de Joaadl (e iy
sl JaY) 8 eUadY) maaa o 4l (4 cdiginag Al COINTEQOT = —0.638 Uasll mosas Jalos dai
Al Bgall e L) @il JalS Ginid sed IS 3 %063.8 dawy
e B (peed) Ohge Jane cJglaill aan cclitall 2o ) Agaad) Glpusidd HLad¥) @ililasy dAdlasy) dasl-
b JalS ABDe 259 e pat S Abadl i) Qg paall dumh (=i JElb (0.05) gsinal) (g5
igdedll 25 gall plaily Aliiaal) il yxial) o
SE.of sl (Hlaall Clai) dad (e duf a5 RMSE=11.19 Wadll aupad amsill aall i
s < JaY) Ak A jads = dgailly daladl) asl) (ye dadgiall mill )l e Ja e regression=11.94
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iz dsall) Saga chlad) sluals
sl Al lad) e
Ao Ao L) :(8) o) Jgaad

Panel unit root test: Summary
Series: RESIDO1

Date: 07/18/25 Time: 20:44
Sample: 2016M01 2022M12
Exogenous variables: None
User-specified lags: 2

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -19.7394 0.0000 14 1106

Null: Unit root (assumes individual unit root process)
ADF - Fisher Chi-square 415.420 0.0000 14 1106
PP - Fisher Chi-square 2214.03 0.0000 14 1134

Ll Lkl paey Lils Gailad ol Blodl dpbind Jalls %35 dsine Grine 0o J3 adlan¥) el of paiy
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