(VAR EVA)Y Ve V=AR o o o) Vo o oYl sl 1 ale G dxal dls

. (,.@.A.f})\ d}*" 89\.5_{) 3\.3./\.:1,\.5‘ BW“L::""J‘
3 preed) e Y G r el >

g $i) o 3 Olods o i2
A Sl L Sl
LY pslell 445 LY poladl LU=l Y pi
o] 4y ol ) Lo Y dral Al = o s ST deol
butoeitl) dy o)l e Y D3 pnend] 2y ) AL

(2VEYVYIYA & add L3y ) eV y/a)Y & el sisy

Bl 5 aed) ) B 8L (ke L) () Bl adn G alsnad)
Sk Al B e Qb dds o Sl ez Iy B0 2uL
oS () S sy (slal) 5l 5 5t 8557 slanY) s b plasat,
3 aS Lo Lt gy anl ) e ol sndl ae I LSl ailasY) ailad) U2
g ogbaly s il oo (i n r IS L Lo g il Bl )l s 05 G 5 4)
A i 2ad) Al OF s g M2, ML e 5y sl Y1 Ol i 5ol )
B Al Al r Wl e S p o 3 Bl e e 5 S
S sel) e Wl el o slaly M2 G jwif sllasY) o sl y M3 i o pliosl s
sl pasn Gy adl e ey il il U] Jo ol ¢ a8 G sll olladl)
i glall 3oLl 0 A1 208G pe e gl o e el L old il A 5 28 by
wlelladll [2a (5 st o iiimre 3L O iy o 3 25 sl o) 35
il e Gl Sl e e s ) ads L aslially 8l ellad (uad

sl sl Olwly () olellas ) 5a))

A4



S S5 e 5 U Ol o a .
dndde

o oo o 83 3l ol) 1 ) (3 e 1) 93 eV B gl ol
i) AV o) o3 Sl ) L il 13 ol e 1 0 Ly aad
Joni o) Lo g2l y LI sy Bl g1 sdn sl I LW g coa) Glail) s ey
3 U Bl gl o 1387 OV 1 iy L aalasY) Gasd § ek (el y 21 ol Vs s e
H_M‘y\ B g OB 2,V 2l 55l g Bpaslod) LSUa (3 Cano e S Bl J sl
3elS STl 31l U Jso b ol ) b2 il (3 e e S

o e Gy 5508 on g (Al shal) B ST g1 Bl gl (3 8 ST) olie aT e
(Fama 1970) Labs sd A5y . Lo v w5 i 33055l o ghaal] JalSU1 plasza Y
Slaglall oS Ko g el O oa g il 3 Ui Sligs 3eUSU oo B
SRCHEgE SV SPENRCH PN AR VCERR S SOTN I B G SR PV PN PR WY
iyl 4 8oLl a3 LSl e Cp i) s (g L B Sl slall ) 8L 21
By 2ol Al Sl slal) ST S g1 el OF o

e e Ble b ~LT e Jgad) e cabalad) an 5 aie om 3 SO OLE O]
.(Inside Information &k1> s ghas) cabalad) IS amlin 18 2ol Slaglas s wgedb|
sdon 5,05 pde m p pettenel) Lo gy Bkl Sl lall 8187 2] e OF (ny Ln g0 g
Al A5 sl iy 3] ) iy e J1 B0 )3 e 35
CaslaBV) dazl) G gas s 35U 550 sl s ey e sLas 56 S

3 LiSIL e Y el J gl (3 g Bl gl OF L) B ol Ll J ) Jamy 25
Cornelius, (1993) a;5LasV! iaidl 5w (3 Ly LA gl Coad o LS &) bl
i Aol sl (3 g Bl sl OF (Samuels, 1981) sk salw s 25 . (Drake, 1977) 5
D el gl ol ey 3 iSUl 5aE B sas el g

o QLS saal b ¥ LS bl el calaal) e BN saddl 3 5 e ()
cde g ezl bable Oleza) ulaledl



a) B3 gred) g By g ol 5 g1 B g 30USTy i) Bl

Gz (3) el Gins () e Bl 8 bl Sas Y (o)
R 5,05 (o) Ty Y la Jo O gty g aiiadl aey et & oYL
ol o laandly LS W

sdea jas igenl U Bl dnall i ol s Lo 3 gend 35s lall 3 LiST1 (sbs 8 500 O
gLREl g e d i i al) aSali i S wSTsy o 4k L el 3 S1Y)
e Oy s g ) g WY1 G g dl )3 OB (el blas Blaal 334 5 dds (3 ol
Jsm Sl dll 3l J b 3 aols . (6 b el @b Slaglall alisal 3 6l (s
(AlTurki and AlBazai, 1993) &Ll wlul il ods as (B85l 1d 250 slall 3 LS
WS i)l daeal) jLestl Lazal cued ) Cls O Y1 (Butler and Malaikan, 1991) s
o2 iz i) Awlend) Bl gV B 3 UST (s JUd W 5 & LLad
I e cigdad) iwld) OF Monetary Portfolio Tyheory audadl jLaay) Lasle & b
L3213 ol o b e 8l Ll oY1 el e S5 s 8 o ol
S apalasl ol sl e sl o e G Ve e il pd e S L)
LR v PUCR VISP JURI AP e Sy -G PR SV I v I P 0
o S A o OF Ly 3 sidl o e Lginy loglall Ll S v el OF
L ot

B3 gaed) o B 82UST (e e O el 2y E B3 6 x| el Vs 15
Slad gl o b Olosl g 53l VL B3y (ud gl by o8 sl L i) 2l 2l
— T gsbaml pane o 0l a3 & lam eI bl (s e OF e a5 Gl 502 )
Sladall (¢ o lal e (e 13 &y aldnl) aslasy) DN s e 3 S
S5l e s k1 0B 8 S et — g V) 31l Lginy— W) G151 38T 130 L 2
S e S s W e S ) ga (Ol B Al dab Al e
@ Sl e s 4t LS g 53l V) ey AU 31 gD S Sl las Lo Bl
CVagads f aeW ol el L) LG s S aeld) ety S5l w35

. Bailey [1990] il Leolidl - 5L (V)



U S e s U Ol a Y

oladsl ips e L Lkl — 2Ll ola) )l 3 Ls™ — au) )l s pdszd s
DA 3L a5 OF (o585 o)) Rational Expectations Hypothesis (REH) 54—
sl e Cof e 2LV Ol il Sl y o w853 Bl Sl glall 8187 sz
Jrg L i e oY) el ey — eI 0T Ll o Les™ L oladi s 38 S
Sl gl ST et e el )l OV 1 iy L ) V) (3 o 051530 et B s
S ) 5 Lonld gl ) s ot VI g1 el e 20l 2t ol
Mos sy (sil) 2l 5 Jtims, 3l aoloe el )W) 3 o 055 o U S
Cl & (Baro 1977) ) Jadll sy . pdsme b Sy @ Y1 o J) Jadd)
(Abel and Mishkin 1983) 5 (Mishkin 1982) |3 oo Lzl b LS e sk s 3dat
iuad) iwld! ST AL (Huizinga and Leiderman 1987) s (Hoffman et. al., 1984)
S A i kA Ly L Riad 2sLasY) ol ) e sl 1k g 3 gl
Gy oSl b e A (Residuals) 3151 8y sl Al (Fiitted Values) 55400 ot
& ks pineS” (Sl by Bl U syl S 8L o 215l
S prdl ) gall odn Bzl Jo 3 all b ineS” g1 el Wile eian L) Aslas
IRt

ERSINPN O SRV PE QP E SISCE BUE SY 1 S PRV PR S
o oS il O ghol y pasnll 23 50l SWI Gl il L 2 ) Sl 5 ey
B o ) Eoedl 3. dwl ) ol azdla Lol UL Lo o el e
o e sl Al el s el Le sl s Bl ) il oY el
o)l Sy

d o) ot g
By jledia ¥l adid) a3 ) 55 o ey a1 Sl oy B Slul 3 s
J o ol adloill Ol Lz V) 1 go (3 0505 a2 U] O gaey o peinell 0T (65 ) 200
5l by 28 o O3 Dl U] 5 sm e i 908 o (S Wl il )
G S0 6o oW e o0 g g 3 S e sl ) ) iy e



ayv B3 gred) g By g ol 5 g1 B g 30USTy i) Bl

LG sivy . V(Brunner, 1961) L laol w2 L gV Lo o ol i Loz V) dlaioeal]
R i O el Led 350 5 g eV el oy 80l (o = 53 (U] (Fama, 1970)
B3SO gadort gV B (3 Cnbeladl) OF e 4l 8 oo 3 a8 ) G5l BeliS”
Las o3 5ll e 1 (gl (25 palls aledl) Sl shald Lty il g AU 2 ll) ol lall
Salazall S8 Y LS il e 3 sl Y1 bl Bl Bl ¥ O 2,0 401 o4
2 Slaglas o sl isle b oLl Gand g1 (3 el 356 s 35 3
Y-

P B LI ENISE R GV S NW- S RCAPE P [ WS N E
Sle glall U 3158 (3 bl sl OF o d) oda (6 5 o 5l Lo 8 e sl
Sl glall ods O padsiy ohalasl) Y 58 OF o585 LS ipslas¥l ol il J s allS)
S Lo Ao g1 lanl sz W Oliens ol i) sdn ade 0 5Kamr Lo n3 53 3K
S UYI s 3y i) oladall ol ) oda ey ¢ izl (3 3alasN) ool paz)
iwlend) g apuad) olalnd) Realized 25,0l awld) o 3,0 Lol auad) aadiall Gy e
28 s ) 05K 15857 g1 B OIS 13B )3 BT Sl 5 LS e Predicted 4 sl
PO POV S 2 (VNS SR SU [ WINPT PO

SN islas) olulad) il pde 1) 308 ) Sl 4 s el s ey
oda Lawd o .Policy ineffectiveness il L Jlsb pls A b oda = Gllay g ez las
(Sargent, 1976) ;— JS 3 oo wlindssy (Lucas, 1976) I gl Jorl) oon Lol 25
O O 30us I olad gl 5 Jaie ey 3 40l 0db e . (Sargent and Wallace, 1975) s
B o ey ealasVl AN SE Sl g 13 e Ol (383 Lo 0 S B8 sl Al
ab ) Lais 3 0 Sy S aslasY) ol sl Jo i STl U oS
o a3l e Sl g W O Lee (olasV) ) O 2 L) S dad
Sl 3 aallall ol st Ut 0 g ey 05 3LV 130 iz OF U i) o9 all
P (P R g (N C RV PR R W PC e SRR R P [y RSP P I 2

Serletis [1993], Hashemzadeh and Taylor [1988], and Rozeff [1974].



U S e s U Ol A q¢

s oy eV lad o 3 ey el Ol Sl ) o il o8l o8 Jotes
R N | T L N N T e

il s ok ais S aslasY) dwlad) fpelias e Al s 4l o 2l )
G 8 (3 4 kdl eda e aslana U oY gl o d LS (golaBy) C‘e\jﬁ\ S Lblhil s
s 3 LS e o F e slbas) (3 ol Bes Al oda O] S (oY) G s e
o S 3 aam el 3l pie e bl el STy L B1su Y1 oda (3 %43
o sl e e b1 OF e ol sl w3 el J gl (3 ag V) jlan
CDeeeloda o wlpally vl el e S5 sl sa i) aul

Jadl oo 3de @ a1 bl e ad ) e 2l Y g ) W) o sat U
oF (Nishat and Saghir 1992) s » JUU) fewr b . 3 laze 5 ) o sl & A 2l
(Bailey, s Sy (3 gl el o ST aed ) ey a8 el 20 bl e SO
(@B Ll o 93 3 eV el e 55500 a i as ) 2Ll 0F 1989)

2N O gl g 73 5adl

dn T kol il e Ol glal 2l ooV jlaal 3 UST (s il

DA 2 L) Al i 28 GlewY sds (352 ) Bl
RSP;= Ci(L)RSP.1+ aiDMA+ aDMR+ b Trend + E; (1)

Ol @3 g Ll (rd) Bl ) e )l LY G5 RSP, 2o
4> Eit 5 (st o4 Trend cied gl ;8 Luid) duldl DMR, ¢ind 5l ,0id) dul)l DMA,
A asto) A5l Gy ane e ol b5 dyy o ol by o gla Lo i st
) ) oy spurious 41 e e Jsadl S 3 on ) oY1 e dslall (penas

34>l oY 5J (Hancock, 1989) 5 (Bailey, 1990) 5 (Pearce and Roley, 1985) JWl |ew e Ll (7)
) m ol LI i, oY) sl s il (Asperm, 1989) 5 14ST (Deaves, 1991) 5 S oY)
.(Glick and Hutchison,1990) s (Mishkin,1983)

el e OF U 8 )LsY) jad ST Cpanedd ool il ) pine 6V el oy le 1 33 AT s (8)
Spmad Sl I g gl 2y e wladl e OF V) (et I SN ) L] - L ety
ezl LS lazn oW1 L 55087 Ll I oS plaszaly sl (Bn g ol B ol 1 & 3)
Lo St I SN plasnzad 0 10 e 500 - LYy LT ) S0l o 5 58 DL 35 5 Sl )
- Fama[1991] il Lolidl o bl e 15 50 jam vedl e Wl OLd



q0 LIYORN [PVt P I Y WA SO e P ALl W1 WO

058w e A= (3 Lol explanatory variables 5 il o 53l 5 dependent variable
O ) odd ae I Ll

Price Inertia jl¥! > yod 3Lall W) lis e C(L) slaY) Sledas & 502 jmsy
el Sulre 1-C; (L) Slacil) L) Ll Sk LaS™ . (Ahmed 1987) 5 (Gordon 1982)
(L)l Sl e OLS” el a1 0 G(L) 53 LalS™ cadjustment coefficient
S SV O el G106 UL

T w3 gy V15 el Gz b 3 LW 2 Sl i) sy
i) Alend) a1yl sl e WU L Bzl 5585 LS (C(L)=0 8T ¢ e
Lucas-Sargent- (5 J)Y smaom lom o871 oy B0l 0 3 555 (@071 )
(0= G (L)L 8Ty Jlawl1 (3 5 sadl J2mr 55y on 251 20301 LT Wallace (LWS)
o Al s 505y (8 <L 8l) i) bl o Bl 5 ponl) U LolSai) o5 LS
e e IS Blaze S b 8l B 3 5 S e 3 Mle (GAP) 8 il vl
lr jasds Koy (@man<d @f) Sl e 2aadl anld) e w3l 8 e Ay 3
P SV ) (3 s A

(V) ¢y o

A yl) g ) el

LWS (5 » J) GAP (5 s>4ll)

G (L)=0 0<G(L)<1
=1, <l ag =ay; <1

J=>d 55" 5 Monetary Neutrality (sd@d) sl o olal )ddl an de dx W ey

(Gauger andy (Landon 1995) iwl > JU) Lew e hail) |87 Gl 6 s Lo
Pt Gl ol s e o wlelall (g 5lezy gaial) (21381 om 1a 5 <Endlers 1989)
aa il Of o IS 1 W3 ST g oy M) 3 gy o (5 U ST el ozl
sdn 3 Lol 0 S 1 el slal) 8 ilSS s ST amd) Loy (8 5 paze lslladl
A 3 blas SV oleladll e ey (JSST G gl (6 stn T s e )

p)guﬂ_'s(uw),@;lpguﬂ;ﬁw)vg\ww\)ccjuJ\&Jﬂ;\ﬁuuu(a)
otk Ol s Bilam e 2ST O R2 0SS Ladie 211 el sy e Ol g (ST
. Granger and Newbold [1974] 1) ¢ s> J) (o » daidl ods J > Leolid



U S e s U Ol A 1

o B ity Bl sl Ay g1l ol Ly slas dnl A0 OY,
G pie) Slab gl sdn u S Al (B b oy @b slazel e dy D i) dwl))
350 55 Uyl 3 bt LY ot b pdsiad Bl )l oda (35 .8 ,50 Lede Jpadd
5Kim— S g 4k b 35\ Polynomial Distributed Lag (PDL) (1)bas sUaYl) 255k
G ganell 2ol il i plisinal o5 Sl ) OF Y1 a8 el 25455 . Box-Jenkins
ol Lyl ag bl odis andy ciagdll P35 mo jailiz SSTU e e e ellae] oo
@slas) 8l of il as bl o585 Y L (Adaptive Expectations 245l e o)
S5l s 5 Ll e (Fitted values) 5,48l ol alas v ot bl ol bagy - Vpnss
o A DMR = & 5o Uy @35l 1 o 3 Ll (DMA 2 W 3o g 2id) bl e
. (Residuals) #; yust! 31 51

Aoyl el g UL

Thin Market J sladl Ciaar (e o) 2250 B1 g1 n 5 gl g1 3 s

AP ek agw Ogebe VOA (21330 ple o U w0l o 5 5al) g1 sie i 3,
S5 (V) 21380 ple (3 gl J gl @l OIS se s (JUy Slkey 1Y e LS
A8 pn fX ) e Oseba VO e LBty Ly a g ple sl gV sue Al 3y
(ool eVl aed e VT dsle Ly JU, e Yo @F&;M‘@m\wiﬁ
eV e DT (g 870 3Islin JS7 o Lo g2y Aslie Gl YOV YL s
VY dak (JLaYl o ) 0) g Oshe VVY L mead 2V 490 ple 3 2 @l
U o o g2y Wsle Ll YAY VL s wly (Rl U] e 71 £) by e
By wmm pr AVl il o Sl delially Slead) olollad S mnidy L (e €0
W‘ys ;xQJJjS;\;,L\@uuwtwuﬁ(\ﬂzfug‘g‘gw\@oy:u\
TN Ay SIS g Ay Ty o U ST g aslially LA Ry @ gl
JLal r TAT Brait oleladll ods (ol 3b V330 ple Gy (LY o0 7AR ST

@l 3 238 sl e Ayl S B U Y) B sl & es Ul s el | ()
X8 & Kormendi and Meguire [1984] « 73| ) =3 ol oo 25LasV) o ) & shw Ol
ol o i) oo Je 8 Sl aaad) aalas) el sl dd



av B3 gred) g By g ol 5 g1 B g 30USTy i) Bl
Ol el sae

VYA sdmVadorad dlVaAere Y e ad b g s OUL il il slis pisius
aslially 4yl Wlas S @) olelaily (JSS &5 el gl Gy lenY Banlin
3 S smad) Al BN s g0 ] Sazall TV Wy iy 558D 5 Al (el
3yslaall sty 3 gadl SlebiasY Bhad) 5 201 e 85l SUL iy (M3, M2, M1)
iy plas il LSl 52 @ 05y . (SAMA) (o sl o all i) i 50 0
e Sl e Lgelias| @ a2 o ranald Ladldl 0K n STy L andall
Dickey <Augmented Dickey-Fuller (ADF) oS 1 = oo o) ol 59 ol 3> )
Jss = 3y . @ (Phillips and Perron 1988) O s = ki ;L= 5 (and Fuller 1979)
oS oY) ey (1L ) B ) L e ol ) oS o) g by S p) 5 3
AU el e LWy 5 ) ek s Sl ol
RSP = In SP; - In SP4 (1=1,2,3,4)
GMj = In M - In Mty (= 1,2,3)

By olelaily IS8 3 sol) ool 515 38 RSPy 5 RSPy ¢ RSPy « RSPy
el 3 (o se 6 UL e 5 GMy 5 GMy «GMy b U sl o wlaadl g asliall
L) e (M3) e sY1 iyl y (M2) sl ) iy adl g (M) 32

—SSs oll Jad (V) o) Jadd (3 eyl Bas ) s Ll s e g

sy S rnedd e I Sl 0 8 B pitll Ao &) O g i ks (S A U
G Al e ol W s sl ) i ATl s ol il 0ds OF Y] L(HOISPy, My~ 1(0)
O g et Sl S J‘U}é_g_}—il" Sl & lac L [(7) o3, J k) kil ] s
B (st SU B s sy g LA 2 A by e Ll il Y1 Jae
g b I3 Bl s e ol padll ST O] S Sa il eda ) sl y L e
OB ol paneld 2 I LSl 08 pe e ol W s ey (1(D) T ) 2L

Fradple (35 Ly 0sbe V0 ek vgw Sl £ L 2V AA0 e dgldl gV sas b (V)
AUy b €08 Gk g Oge VY Ll Jgls
-Schwert [1989] 1 ¢ s )l o 2 ool W) cals elsl o B,Lad) (A)



U S e s U Ol a A

i)y il Ao Jsad) U LY Gy il Bs el 23U (3 s ol i) s
.spurious results
(Y) o3y d g
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No trend o) O 93 With trend o e
sl ADF zZ@) | z(ta) | z(.) | ADF | z@') | z(a) | z(f.) | z(fs)

LM1 -0.44 -0.85 -0.69 2.87 -1.83 -12.4 -2.51 3.49 3.16
LM2 -0.04 -0.47 -0.38 3.53 -2.18 -13.84 -2.69 4.32 3.65
LM3 -0.71 -0.66 -0.66 5.25 -2.25 -17.19 -2.96 5.61 4.40

SPy -1.02 -1.29 -0.79 0.38 -1.97 -4.06 -1.44 0.74 1.05

SPx -1.58 -141 -0.90 0.74 -1.81 -4.63 -1.33 0.85 0.95

SPst -0.82 -0.81 -0.61 0.99 -1.84 -3.60 -1.38 117 0.96

SPy -1.51 -2.97 1.25 0.88 -1.84 -5.03 -1.72 1.08 153
Critical Values (10%) (AR

| 257 | 112 | 257 | 378 | -313 | -182 | 313 | 403 | 534 |
(Fuller, 1976, p. 373) ;o 53 Lo 2 A1 L 31 - dla>le

(7) o3, d g

(BN Gyl s i ool L
No trend ol 0> With trend ol ps
resiy ADF Z@') | Z(ta) | Z(f1) ADF | Z(tb") | Z(ta) | Z(fy) | Z(fs)
LM1 275 | -896 | -117 67.0 2.73 | -89.69 | -11.59 | 44.33 | 66.45
LM2 285 | -793 | -107 56.8 2.81 | -78.76 | -10.72 | 37.79 | 56.63
LM3 -5.02 | -106.4 | -10.69 | 57.1 -4.99 | -1064 | -10.64 | 37.67 | 56.49

SPy -3.79 | -5834 | -6.09 18.6 -379 | -5835 | -6.06 1228 | 18.40

SPx -2.74 | -71.37 | -6.09 22.3 -2.87 | -71.26 | -6.64 1473 | 22.09

SPx -2.83 | -7946 | -7.02 24.7 -2.84 | -79.70 | -7.00 1644 | 2462

SPy -2.37 | 8649 | -7.62 29.1 -235 | -86.57 | -7.59 19.2 28.92
Critical Values (10%) [AD XA

| 257 | 112 | 257 | 378 | 313 | -182 | 343 | 403 | 534 |
(Fuller 1976, p.373) p» 83 Lo & A ol @ A
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¢t (MA@) Lzl LsY1 i 01— moving  average & s L 20 5 ((AR(D))
. (Hlaz) &)y ARIMA(L,0,1)

(8) (3 dsbr
ol gl U 5 OYslea
PDL (pd,q) sUaYl =5 ARIMA (1,0,1) &l 734
GM1 GM2 GM3
prsy (8,2,1) (8,2,1) (6,2,1) GM1 GM2 GM3
0.006 0.006* 0.005 0.006 0.006 0.006
Const. (2.52) (3.03) (3.19) (1.59) (1.90) (1.59)
-0.047 -0.046 0.02 AR(1): -0.73 AR(D)- 59 | AR(1):-0.73
Lagl (-1.99) (-2.07) (0.69) (-4.65) (-1.99) (-4.65)
-0.082 -0.080 0.02 MA(L): - .86 | MA(1):-0.72" | MA(1): -0.86
Lag2 (-2.06) (-2.14) (0.43) (-7.79) (-2.89) (-7.79)
-0.104 -102 -.003
Lag3 (-2.13) (-2.23) (-0.05)
-0.115 0114 0.05
Lag4 (-2.20) (-2.33) (-1.02)
-0.113 -0.113 -0.115
Lag5 (-2.23) (-2.39) (-2.40)
-0.098 0.10 -0.204
Lag6 (-2.04) (-2.23) (-2.71)
-0.072 -0.077
Lag 7 (-1.34) (-1.53)
-0.033 -0.042
Lag 8 (-0.45) (-0.61)
Sum of -0.666 -0.674 -0.328
Coeff. (-2.15) (-2.33) (-1.49)
F(6,110) 1.73 1.29 1.31
s 0.0006 0.00033 | 0.00023 0.00057 0.00035 0.00057
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PDL (8,2,1) sUaryl < sk ARIMA (1,0,1) i kol
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ABSTRACT. The objective of thisstudy isto examine the efficiency of Saudi stock market
with respect to monetary policy. The sudy uses polynomial distributed lags (PDL) and
Box-Jenkins (ARIMA) models to determine the components for anticipated and
unanticipated monetary policy. The study, also, examinesthe Statistical properties of the
time series of the variables. It wasfound that all variables are difference stationary. Study
results are sengitive to the definition of money and to the expectation generating process.
Using M1 and M2 and PDL, it was found that both anticipated and unanticipated monetary
policy affect market return. Usng M3 and PDL or M2 and ARIMA shows that only
unanticipated monetary policy has an effect on market return. Results using sectoral returns
show mixed results. Based on these results, it can be said that the Saudi stock market is
inefficient with respect to monetary policy except for the banking and the industrial sectors.
Thiswarrants further investigation into the nature and causes of these differences.



