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The nature of the relationship between inflation and the performance of the stock market
of the Gulf Cooperation Council states
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Abstract:This study examined the nature of the relationship between inflation and the performance
of the stock market of the Gulf Cooperation Council states, during the period 1996-2018, with the
aim of showing this relationship in the short and long term, And the extent of the ability of GCC
stock markets to restore balance again in the event of any inflation shock, To achieve this goal, we
analyzed annual data on the rate of inflation and change in the return of the market index using the
PANEL data, By applying Pooled Regression Model (PRM), To determine the extent of a long-
term balanced relationship between inflation and the return of the financial market index in seven
financial markets of the Gulf Cooperation Council countries, This was followed by an estimate of
the Auto-Regressive Distributed Lag( ARDL), As the results of the study indicated a long-term
balance relationship between inflation and the returns of stock market indicators for the Gulf
Cooperation Council countries, The study also indicated that the process of correcting the
imbalance and returning to equilibrium in the event of any inflationary pressures taking place
quickly, as this processtakes a yearwith a rate of 85% correction.
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Wald ;le>1:(2) gl (PRM) ozt g 3 58 :(01)5oell
. . Dependent Varianle VIM
Wald Test
Eal t‘_l'-ﬂettu e Method: Panel Least Squares
quation: Untitled Date: 121207112 Time: 15:01
— — — Sample: 1996 2018
Test Statistic Value df Probability  Periods included: 23
Cross-saclions included: 7
F-statistic 50.72280 (2 124 0.0000 Total panel (undalanced) oosenations: 153
Chi-square 101.4456 2 0.0000
Variable Coefficiant Sid. Error t-Statistic Prok
. s — C 17.92515 3.642053 4921718 0.0000
Mull Hypothesis: Cl4)=C(5)=0 IMF 22420007 0.020420 -2313179 00221
Mull Hypothesis Summary:
R-squarad 0.034223 Mean dependantvar 1247627
Marmalized Restriction (= 0) Value Std. Err. Adusted R-squared 0027827 35.D. dependentvar 34 84687
S.E. ofregressicn 3435861 Akalke infa criterion 2924568
fen _ —aw e - g lika od a3 =i rita 9 24066
C(s3 1.972708 u.877009 F-statistic £.350735 Durbin-Watson stat 1703902
ProbiF-statistic) 0.022063

Restrictions are linear in coefflicients.
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Dependent Variable: D{VII}

Method: Panel Least Squares

Crate: 01/0920 Time: 14:20

Sample (adjusted) 1998 2018

Periods included: 20

Cress-sections included: 7

Total panel (unbalanced) obsemvations: 129

Wariable Coefficient Std. Erraor t-Statistic Prob.

16.94457 4080328 4054715 0.0001
0.146402 0.061520 2.379756 0.0188
1.929589 1.038450 1858143 0.0655
) -0.831211 0.084558  -10.08641 0.0000
INF(-1) -1.972706 0.971008  -2.031604 0.0443

R-zquared 0456593 Mean dependent var 1.047287
Adjusted R-squared 0438063 S.0. dependentvar 43.08352
S.E. ofregression 32.26770  Akaike info criterion 9.823999
Sum squared resid 1281094 Schwarz criterion 0.934845
Log likelihood -G28.6480 Hannan-Cuinn criter. 0869038
F-statistic 26.04745 Durbin-\Watson stat 2121889
ProbiF-statistic) 0.000000
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-5.27 -2.45
(0.000) | (0.007)
-6.79 -2.23 1(0) Im, Pesaran and Shin
(0.000) | (0.000) W-stat

67.60 23.97 1(0) ADF - Fisher Chi-
(0.000) (0.04) square

(0 ggo%; (%4093 1(0) | PP - Fisher Chi-square

1(0) Levin, Lin & Chu t
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LAG AIC SIC
ARDL(4,4) 9.92 10.18
ARDL(4,2) 9.92 10.14
ARDL(2,2) 9.82 9.93
ARDL(1,4) 9.89 10.08
ARDL(2,1) 9.85 9.98
ARDL(1,2) 9.85 9.98

(Eviews9wls 2 s Islazely (Il shae) ezl

ARDL(2,2)z 5031y gtz (04) J g

S pied) O gl Syl
d(vim -2) 0.146(0.018) R?=45
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stat 2.12

inf-1 -1.97(0.044)

C 16.54(0.0001)
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