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The Effect of Money Supply on the Equity Market Index
Dr. Abbas Fadhil Resen ?

Affiliation of Author Abstract
1 College of Islamic Sciences, | The financial management working to studies the factors affecting the changes in the

University of Ahlulbait, Irag, | financial market index and leaves its impact in the evaluation process for the financial
Karbala, 56001 assets expressed by the movement of the index represented by (common stocks), which is
' Abbas6434@gmail.com the main tool for these indicators, as the result reflects the nature of the movement of
economic activity of the country Depending on the level of change that occurs in the
financial index, accordingly this variable represented by (money supply) was addressed
because it is directly reflected on the market value of the stock, which affects the evaluation
Paper Info. process, knowing that this variable witnesses wide fluctuations in some developing
Published: Aug. 2022 countries such as Iragq and instability as is the case with the Sultanate of Oman, and this
gives a reading other than Accurate of the market value of the stock, whose fluctuations are
reflected in the value of the financial indicator, This effect also appears when assessing the
return and the risk in particular and on the evaluation of economic activity in general,
which requires clarifying the nature of this effect in the financial markets of the countries
concerned.

The most prominent findings of the research showed a strong relationship between the
money supply and the financial market index towards a direct trend for both samples, while
the effect was different in nature between the Iragi and Omani markets.
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As for the most prominent recommendations, they were represented by working to
neutralize that effect by adopting a monetary policy that is compatible with the level of
economic activity achieved to avoid an imaginary assessment of changes in the market
index as a result of the expansion in the money supply.

Keywords : Money Supply, Financial Market Index
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s Clatial) Jelad (2) Jsaad) Ll Ll (5) @l 31 opind) (o Bl Ay 8 Baainall Lgasdi AY) platiul Bad 5 5 shas Lethomy
11g] Baza ddalae JOA (e ddaiire 40T el.}\ Band digally yadll il a gua 4ol A.A“’ Bl Ale A8 gual danall dand (“" (a5
485 5AY) 5 shadlly 55all dile dad Glia) ae i 3l (105-100) L&l il Glua 5 Lulud) (Index Divisor)

grd) Ggad) pliga Gludal (1) Jssa

Calculate the capitalization of Step 1
constituent companies at starting date.
Market Value Free Float Shares- In- Share Price Company
Factor Issue
(Em) (m) (P)
165,896.10 1.00 61,443 270.0
136,602.95 1.00 22,579 605.0 B
89,336.72 1.00 9,229 968.0
391,835.77 Total Market Value
Set starting value of index (say, 100) Step 2
Calculate index divisor on the starting date Step 3
Index divisor = Total Market Value /Index Value
=391,835.77*100
=£3918.36
Calculate the capitalisation of constituent
companies on the end date. Step 4
Market Free Float Shares- Share
Value Factor in-Issue Price Company
(Em) (m) (P)
173,883.69 1.00 61,443 283.0
132,764.52 1.00 22,579 588.0 B
87,214.05 1.00 9,229 945.0
393,862.26 Total Market Value
Calculate index value at end date Step 5
Index Value = Total Market Value/ Index Divisor
= 393,862.26
3,918.36
=100.5
Index Value
-Start date = 100.0
-End date = 100.5

[16] sraall (o Jsaadl dlae) &3 2: jaiadll

e
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Ao el agd) Jlaady il Aol o ) pdigall Jaldi B pal) (o ghena Gladial (2) i

The impact of a change in price for a constituent is derived from the following
formula:

{[Constituent shares in issue Index Divisor]*Change in share price*Free float

factor}/100
Note: change in share price expressed in the same units as the divisor

Using the previous example:

Effect in Index Free Float ] Shares-
) Price Change ] Company
Points Factor in-1ssue
(p) (m)

2.04 1.00 13.0 61,443 A
-0.98 1.00 -17.0 22,579 B
-0.54 1.00 -23.0 9,229 C
0.52 Total Change in Index Points

Change in Index Points x Index Divisor

Using the same example again, the market value of the gain in the index is:
=0.52 x 391,836p
=203,755p

LS (3 gmnall Ao ) 1350 Lale[17] -3l 8 o8 (e 0 9%
O oisall (8 agd) A aaad aid (4) Joaall (3 ek
Gl s g i ae Jshaill 35 paaal) aeul) aaa DA
ol As ) i 5 AS S48 pud) Al Cludia agudl  Jlsl)
& o (s she Ol ol ¢ e Jhadd AS 50 IS dail) 03¢

J18] s 5l

[16,2] sxaall (e Jsaall dlae) &i: juaal)

O O sY (s slniia el ldial 485 (3) Jsaall seda
Libamy sdiall (2 7 e pen ST Al ) 3 5) slac) P&
L Gl L 5 (Sairall) o smanall Juall al ) (e A
a3 g JSI Y 93 (10000) Jolas Lo (sl pes U (%20)
Lty 48 sod) Aagl) ol ageadl 8 suad) ) e alodl
S 5l (5 gtane lusa Ladldie) 2y y55all (pann das

(Jaiall e sill) A gludial) G131 ydisa (3) S

companies Price Index Shares Dollar Holdings
* CISCO SYSTEMS INC 56.938 175.629 10,000
* EXXON MOBIL CORP 83.312 120.031 10,000
* GENERAL ELECTRIC 52.688 189.797 10,000
* INTEL CORP 124.688 80.200 10,000
* MICROSOFT CORP 62.562 159.841 10,000

[19]xadll (e Jgaadl dlae) &3 - Huadll
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(B Lana)) ¢y el cibad) pdiga ciliatial (4) Jgaal)

Index Shares Price Market Cap
¢ CISCO SYSTEMS INC
7000.939 56.938 398,619.44
« EXXON MOBIL CORP 3481.021 83.312 290,010.81
« GENERAL ELECTRIC 9882.338 52.688 520,680.63
« INTEL CORP 3348.987 124.688 417,578.44
*« MICROSOFT CORP 5242.042 62.562 327,952.63

Aty (A8Nall) Ll Y1 aas Hlgd) Cuadll 1aa 8 i
ey ((JEiase) puriaS il e o b (Pearson) L)
Lo 485l dagada ) a5l (il LIS (@) tiie 5 sl
Lol daty Lgials 5 Leailis alaie | Lilalasil 5 <ol paaiall &l oy
¢ platll Cailall il La 5 s ) Caenall Ll dadlaa 5 5 5l
Jlad aladt iy (A1) s Jlas aladi ) 2y w @lla S
A il e Ty ) sl aaa ol (Regression)
¢ Baal g 8an g (5 giamay Jiuall patially Giaay (A ) A
o2 e O be (Bl A8 st (5) dsaadl ekl S
Aaaly e gl Al 3153 GBI el (35 a5 28
e ardll aeli Aagm  luall da gl Gludal vie 488y ye
ANy e sl 3all ltial o3l Le el Lgan,y
La & yelal 085480 L ST g dalial) i) Juabl ) J gaca 500
o e ol ) A 8 5 (%82) Ay (Pearson) Ll Y
LY (e g il 1360 (1%) L Und 2 pe 4l e ((520k)
A (e o el )V 58 e il sda Jlas a5 (3l
el Bamd) i5e dad e 1 ki Al il il 5 (M2) sl 5l
g Jlanly Hordll 38 ja )5S Ul )l 81 () 5S5 )) Gaagy )
pamnll 353 mall AS 58l ol Blai (5 AT Jal sas Adasi ya (583
ol il e pgast) Alaal g sall #LY) o guiia s Lealif aaa
Apidie A S (a8 28 G el (9%51) S) g olne

Gl dsal (%30)

e
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[19,2] sxaall (a Jsaall dlae) &3 -; juadll

(i) quilad) - A i)

O Ohae Aihabu s Gl el e Jldal ol Giand) 13 (esa
Oaalall ST 3 pall gl b ol 3l il Cagds 8 DA
1agd Banall 4y giall o & e ol sl 283 (12 pe ady Lad
Jshaiall 5 jduaal) i) anay Lyl e das culilydl iS5 (ya jal)
amy) LUl (5 gie GOEA) pe Gl US4 (M2)
il il e Y a i Johant s (Jlxy 31l ()5S Lagin
gy a8 Al e2gd A sSall dsle Ul (e Apalaiy)
a5 Gl pe A0 laally €1 A dlad Jlaal) galamy) Ll
Cpd hall dhail) calal ) e A ) Al culd dalaie )
¢ (Qlala J50) dmy ) Glalail ld Y g (D Lagh 6S LegalS
a2 s sl AL Clisas el 223 ) AL (3) 5 L)
Gl (e A5l (S5 2y (5 Al s 3all ¢ gana
e Ao VU Gl s Gl A e saliaB) Lehalii (5 siue
amy A L (5 sl e Gana Jaas Al IS 8 aas
s alaiinly ala®Y) ) HELY) (s (el Al slaY)
238 (A adinall (il Ml (5 suall jiipe e 1k 2 il
e Uab ) e e (5 AT ) i g Bany L) pe (3 5
Lldill daie o aail 8l oS galuail oL JST o atad
48835 ) guay Camiall 53 58l Lol 2paa% (e e2dl) g alasy)
s e glad 1
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1 ad) Al aguaa) e g S (20 C e (Bl YY) ABad) Jolat (5) Jgaad)

year M2 [20] Index[21] Log-M2 Log-Index
2002 3.013 0.478999 1.379487
2003 2.898 0.462098 1.333044
2004 8.616 0.935306 1.271842
2005 11.399 1.056867 1.230449
2006 15.46 1.189209 1.386499
2007 21.721 1.33688 1.659346
2008 28.189 1.45008 1.402777
2009 37.3 1.571709 1.538951
2010 51.743 1.713852 1.766115
2011 72.476 1.860194 2.004235
2012 75.486 1.877866 2.012753
2013 75.489 1.877884 2.023458

Pearson 0.82

6- Index 0.30

6-M?2 0.51

(Excel) gt alaainly Jlall ) pall (3 g bl 5 (81 jall (5 3S pall clill 45 3l jlaill 385 Je Gald) dlac) : jaall

ad Ot (7) Jisaad) Ll oLl Ll HLiiall a5 5o (8
Al 31 5O Jad s (5 5ms e (e ST i 311 ALl
Ohee dilalis ABiatal) 45 i) dipall (M) ol 1 283 (ia e
Lad a5 (89%) coalidad o) Ll ) dvus & pelal )
O Lo AN A B0e ) Aadl ja (g2 k) o e Dol )
¢ Al 4 aial A s s (saba@Y) LaLill Aagii oyl
el e o) CulSh G gl pdipal (5 sbmal) il i) A Ll
e <15 (35%) Coals 3 Gl Al (g planall il )
(e L (5%) Aty (16%) Apmsd JSIS Aumdiia Lagi (3,04l)
(51%) sty Opitanll O Lo Aillaie 3l jai¥) A lS o
a2 (lay Lagd 4 )lie dlias () g2y Galdl () e Jay 1aa
6 bl il i G (5 sy 4y jlike il ) ol Le il

el gl SLaall (3L 3 sall Hlise (et Lasd

e
464 (455-469)

5281l G ye) il G le JlasiVI Al (6) Jsaall jeka
L snall (F) e nly 3 ) pall die (8 (3] i
Zsa A gina ey 138 5 (0,0001) il 4 sinas (43,02)
2 (5%) ALl saginal) A gaall Uadll A (e 0l Led S
paa ol O (xa 1385 (%57,3)(B) Ui e S 0
s dad b i disaa N gasasaal s Bas g Wl (e e
S8 (R?) el Jalna dah Ll (%657,3) Ao JlauY)
Dl iy 28 (e () O (i 1385 (%82,7)
L Ol s Al o2n laiay (35l lige dad b Joalaldl
G sl 23 ) B AR e 5 AT el sl 252 (%17,3)
Jolie lan Aadh pe e Dl A gsnal) adil) Jalaa da 2
Sl L) sl e 55 i 138 5 o AY) @l il
0353 (M2) gond sl 2830 (i yay aas Al iy S IS
Al el gad) 5l el S daiil) oda g 5 AYT Jal sal)
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Alal (31,00 @) (G o phiga (B 2Bl (2 e (plaadl) ) (uild (6) Jsaa
SUMMARY
OUTPUT
Regression
Statistics
Multiple R 0.909
R Square 0.827
Adjusted R
0.808
Square
Standard
12.45
Error
Observations 11
ANOVA
df SS MS F Sign F
Regression 1 6671.317 6671 43.02 0.0001
Residual 9 1395.655 155.1
Total 10 8066.972
Coefficient Standard P- Upper Lower  Upper
t Stat Lower 95%
S Error value 95%  95.0%  95.0%
Intercept 0.678 7.523889 0.09 0.93 -16.34 17.699 -16.34 17.6985
X Variable 1 0.573 0.087354 6.559 1E-04 0.3753 0.7706 0.3753 0.77056

(EXcel) gl aladinly Galdl slae) -; jacadl)
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L (§ gaud agus¥) piiga g 2B (o (e (Bl V1) ABDad) Julad (7) Jgaad)

year m2[22] Index[23] M2-Log Index-Log
2002 3.013 23.96 0.478999 1.379487
2003 2.898 21.53 0.462098 1.333044
2004 8.616 18.7 0.935306 1.271842
2005 11.399 17 1.056867 1.230449
2006 15.46 24.35 1.189209 1.386499
2007 21.721 34.59 1.33688 1.538951
2008 28.189 58.36 1.45008 1.766115
2009 37.3 100.86 1.571709 2.003719
2010 51.743 100.98 1.713852 2.004235
2011 72.476 136.03 1.860194 2.133635
2012 75.486 125.02 1.877866 2.096979
2013 75.489 113.15 1.877884 2.053655
2014 80 92 1.90309 1.963788
P 0.89
6-Index 0.35
6-M?2 0.51

(ExCel) ey alaiind Jausa (§ g il 5 laad) (5 38 pal) il & giad) & (385 e Gl slael 1 jaaall

AV Clddad 25 (16%) ey ylisall dad paid N o
Gl e Ao ol S0 28 (i ye 8l O iad 5 e
ehaly daleiall Ao g gall (5 AV el all o) (e Jlay 13a
LeS Gomdl 5fi50 A8 ja (3 Jladll i) Lealy jl ana 5 4,50
Al Ay b Jans A AL (31 5] Jae 8 oliee s

PN

. 0

S (8) Jsaally g s LaS (LlasiVI) ) s il calS
Aot S 3 lae Akl Aliciall 45 el dunll Al dilee
el Jalall (S5 (8,27) A ) 4 sz 4 saunal) (F) 4
Coai puady Jiiaall puriall ) in 1385 (%50,8) A (R?)
Gl 5isar Jaiall aainal) el 8 ALalall ol il
288 (L) dad Lal ¢ g a0 Jual ge il o gay a1 Caaill

3l g daa oo 28l (ym pay yadll O (138 5 (16%-) Coaly
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(s 35m) o Al Gyl Jiisa B ) (e A0S (8) s
Multiple R~ 0.713027
R Square 0.508407
Adjusted R
0.446958
Square
Standard
570.6598
Error
Observations 10
ANOVA
df SS MS F Significance F
Regression 1 2694331 2694331
Residual 8 2605221 325652.6 8.273634 0.020625
Total 9 5299551
Coefficients t Stat P-value Lower 95% Upper 95%  Lower 95.0%
Intercept 7905.731 742.7483 10.64389 5.32E-06 6192.95 9618.512 6192.95
X Variablel -0.1633 0.056772 -2.87639 0.020625 -0.29421 -0.03238 -0.29421

S Cpa G 3l dad wii el i) Jalae 4l
(e Jag Lo laall (3 sl La s i (5 huse 3 Al
Gy i) s ) ey Juslal) il 40 s0ns
A Na) Aigall ad o)) Sl
s olaall Gl iVl Aad (asy Lad 4 it il Guils
O sV il Jha 8 (K1 g i) ST (3 puad) p3i5al
s b Oles Ao Jh 8 Aaleal) ailidana 4l il jaiY) 12a
Gl Bl sl (5 siana (o 8l p2a 28
6 simse Ao 5 jlmall Cal V) Al Ll eole 5 sSl)
e Jag a5 Agiate IS (M2) asl ) a3l a ye
O Lo Bl il o)L A 8 3 4085 Als 29
ise e ) e 0 A Uy Lad 3 5n 5] (el
Bl G e 8 IS 8 el 5

Sl e s gl 381 i (Tl ) At
Ao ge Al I3 (558 Bl ) (e Ja Lae Al o g

4

e
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- clalinay) -

2 (M2) gl sl a8 G e (853 ke 33 ) 35
U s {1 . P SIS AU [POUPA §
Lialelgwan e g oladl o el )3l 5 elinall
el lany Abigiall 40 Hlial) Al atiai Gaa (A (31 yall
Ll i) o yey Alalad) 52 3y yy Juadl (solial
bz (g () asins Y gl (i ye Bk 3l s3a )
A yoe Loy Hu Ve Sl AN o2 a AL a2l
e caillail Ll B el SLaBY) 3 sae Laiall adial)
e JSG a5 ) Loy 31l Jlas 2221990 ole
S A e A lend) Al cleladll (3885 aa
B g el
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ol o) Lde ¢33l Lgay Jan Auia¥1 A Laall
e (Y50 Asin V1 ALanlly Ul Leale ) 50 2 JLeiny)

b il 3l el ) dgleal) 2y all (e 3aldinY)

8ol (e deeadls (o)) 5 o linal) g Ll day i
O o)) sl Gaaail Agdaaill ye Axiiaal) daladl il jaliall
Dlaia¥) 5 Gl Jaay) sl bl g adil) (i ye
s LaS Agadil) 231 sl e Ll slaie Y1 ey Jsally
Lo Jsaasll cileUadll o3y sdatl lae Akl aa Jlal
Ll Jeal sl Lgie Jorang ) Cansaliall (5 sisall )
Al Jsa a8 Jad) g LS el el e 5 i)
o A ylee e A Saiall pd il Ay e YL AAY)
553 ol A ) Jl sl aa) 45 S g Ll uY)
SV s Lo 58 5 e qnd sl 28l (i yay il
AU Al L8 (3) jal)

O b ase Ay i o g 85 plal Al g 2 ilall (il ta)
Lppl dalaal (o pla Ja (8 pl Sl (i) (a5 yaall
alie Jiaah Hal oate il dlee 331 ) g Ly
Gl (3 (o8 Janan s Aleall dgial) il Leatd) 5 )3
Ll gl Chgyla Jb 8 Jary o2l ALl (31 53
el 13g8 Ml (e (3 sua (Blachy Lo Lale 3 e 52
ASI ail) lee Jang Laa G sadl) dise slal 558 gl
AR R

ey 28l (2 ye G i pal) Bl V) QS e Jead)
e Gl dallas s dgal 50 JAA G (Jall (§ 5
138 (e SV e Dl A 55 JBA (e dana B0l ) (A
e sl 1 L) 5 Al A laadl gl (a5 ynall
ETEN|

adoail) A el e diaiall ddlad ) 2 2l aias
Lad yelat Ll 81aY) 45 500l e bl e

REREC PR AE e TR T O
Lo ) Lol 481 jall Alaad) (pe Jlaa¥) Cida e Jaal)
o3¢ A1 el gl i 5 1990 ple 6 e S
laall (o pdim Jalin Y () peall el Lganl Alenl
srcliogas e ol hlia¥ e Sliad ApniaY)

Lol e Jasll ag L Y delia
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g2k oladly (8 sl e (& Dl pall p ) (2 e G
el S

L Gy (Al 6 plalaall (5 siase (3 LS )Y A Sy
oLVl Jlans¥) 8 G5l L gilall el )1 il
Adle 5 yhalie ) (5 saall n3a 8 L] (i e Le 4ud
zlad JS I i o (Saal) e iy (il S 3 ylalaall
Jitasal) i) daie) adal (3 sasll o2 8 aainall oyl
bl 5l () 6853 ylalaall 5 ailall LSS A lec 8
DA A 058 s 8 B el Ll 5l e S
el 3 sl e Lixia
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sl dad e i ) il 5 agaDU 48 5
e o Al Al 2y LS pallinall U8 (g0 L pal])
A al) (o 3 pall el 8 sl Al e el
Gl a8 LA Ga (g sinall 138 liie (s e Jeall
(8 baaizall Jalaill Bpulud) ol gl (e Bagmy 4 jes Ao lid
A4S 5l glal (5 siay 33l Jagi 55l AWl 5 oY)
Gl (85 plia il (Bay (e e agasd 3 j2adll
e 48 bl Al 8 (e Alins L Hhasy () ey el
A S LS 5S G (e (a8 haiise (35
85 i5all il (e Ale A 13 LT g Ao sia
D505 A8 sll agu¥) Aad ) xia A (3 gud) pine dad
RPN

35 sl A i J 58y L)y Canll il ilplanal L
eyl (pivam i) J 5 NS5 A0 5 ) At )
Ot ) paall (S jh b ) o G (B ¢ Lagie ASil)
Adiall e Sl G il Gl ) NS 5 Lagl 5l
Ul il ABe b ga g ane (el o Al Lagia
el @l Hde A a0l
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