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Abstract: The study investigated the impact of 

Macroeconomic variables such as: Gross Domestic Product 

(GDP), The Index of Industrial Production (IIP), Consumer 

Price Index (CPI), Foreign-exchange reserves (also called forex 

reserves or FX reserves), International Crude Price (CP) on 

selected stock market, namely Indian Stock Market (S&P BSE 

SENSEX (BSE 30) index, S&P CNX Nifty index (NIFTY 50), 

London Stock Exchange (Financial Times Stock Exchange 100 

Index (FTSE 100) and New York Stock Exchange Dow Jones 

Industrial Average (Dow 30). The data sets of all variables have 

been considered from April, 2001 to March, 2018 on a monthly 

basis. The study reveals long run relationship among the 

variables and the results of Granger Causality test reveals 

unidirectional, bilateral relation (Feedback) and exogeneity 

(Independence) among the variables. 

 

Keywords : FDI, RBI.  

I. INTRODUCTION 

TheT segmentT ofT aT financialT marketT ofT anT 

economyT fromT long-T termT capitalT isT raisedT viaT 

instrumentsT suchT asT shares,T securities,T bonds,T 

debentures,T mutualT fundsT isT knownT asT theT 

securityT marketT ofT thatT economy.T AT securityT 

marketT hasT componentsT suchT asT aT securityT 

regulatorT (LikeT SEBIT inT India),T stockT exchanges,T 

differentT shareT indices,T brokers,T FIIs,T jobbers,T etc.T 

ThereT areT differentT kindsT ofT transactionsT whichT 

takeT placeT inT aT securityT marketT suchT asT badla,T 

reverseT badla,T futureT trading,T privateT placement,T 

etc. 

StockT MarketT refersT toT theT marketT providedT byT 

differentT stockT exchangesT toT theT securitiesT whichT 

includeT share,T debenture,T bondT andT otherT 

governmentT securities.T ItT isT aT marketT placeT whereT 

buyersT andT sellersT ofT sharesT andT securitiesT 

admittedT toT dealings,T canT doT businessT andT 

competitiveT openT prices. 

TheT StockT ExchangeT isT anT organizedT marketT 

forT purchaseT andT saleT ofT listedT industrialT andT 

financialT securities.T TheT securitiesT tradedT onT StockT 

ExchangeT includeT sharesT andT debenturesT ofT publicT 

limitedT companies,T GovernmentT securities,T etc.T ItT 

servesT theT followingT majorT functions: 
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•T MakesT aT floorT availableT toT theT buyersT andT 

sellersT ofT stocksT andT liquidityT comesT toT theT  

 

stocks.T ItT isT theT singleT mostT importantT 

institutionT inT theT secondaryT marketT forT securities. 

•T MakesT availableT theT pricesT ofT tradingT asT anT 

importantT pieceT ofT informationT toT theT investors. 

•T ByT followingT institutionalizedT rulesT andT 

procedures,T itT ensuresT thatT theT participantsT inT theT 

stockT marketT liveT upT toT theirT commitments. 

•T PassesT updatedT informationT toT theT enlistedT 

companiesT aboutT theirT presentT stockholdersT (soT 

thatT theyT canT passT onT dividendsT etc.,T toT them). 

•T ByT publishingT itsT ‘Index’,T itT fulfillsT theT 

purposeT ofT projectingT theT moodsT ofT theT stockT 

market. 

II. MOTIVATIONT FORT RESEARCH 

TheT StockT marketT isT anT importantT elementT ofT 

theT economicT structureT ofT aT country.T TheT stockT 

marketT playsT aT criticalT roleT inT theT developmentT 

ofT theT industryT andT commerceT ofT theT areaT thatT 

eventuallyT affectsT theT economicT structureT ofT theT 

countryT toT aT greatT extent.T TheT StockT marketT isT 

viewedT asT aT veryT significantT elementT ofT theT 

financialT sectorT ofT anyT economicT structure.T 

Furthermore,T itT playsT aT crucialT roleT inT theT 

mobilizationT ofT capitalT inT manyT ofT theT emergingT 

economies.T ThereT areT manyT factorsT whichT affectT 

theT stockT marketT behaviourT rapidly.T TheT variationT 

dueT toT theT differentT factorsT reflectsT itsT impactT 

onT theT economyT also.T ItT isT saidT thatT ifT oneT 

wantsT toT discoverT theT economicT structureT ofT theT 

country,T he/sheT shouldT readT outT theT behaviourT ofT 

theT securitiesT markets.T So,T inT theT aboveT context,T 

thereT isT aT needT toT conductT presentT researchT toT 

investigateT theT relationshipT betweenT stockT marketT 

andT economicT financialT factors. 

III. REVIEWT OFT LITERATURE 

(FranciscoJareñoT andT LoredanaNegrut2015)analyzedT 

theT relationshipT betweenT theT UST stockT marketT 

andT UST macroeconomicT factors,T namely,T grossT 

domesticT product,T theT consumerT priceT index,T theT 

industrialT productionT index,T theT unemploymentT rateT 

andT long-termT interestT 

rates,T foundT statisticallyT 

significantT relationshipsT 
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withT theT stockT marketT exceptT forT theT consumerT 

priceT index. 

(MahmoudT RamadanT Barakat,T SaraT H.ElgazzarT andT 

KhaledM.Hanafy2015)T toT shedT lightT onT theT 

relationshipT betweenT theT stockT marketT andT 

macroeconomicT factors,T namely,T ConsumerT PriceT 

Index,T ExchangeT Rate,T MoneyT SupplyT andT InterestT 

RateT inT twoT emergingT economiesT (EgyptT andT 

Tunisia)T forT theT periodT fromT JanuaryT 1998T toT 

JanuaryT 2014,T foundT thatT thereT isT aT causalT 

relationshipT inT EgyptT betweenT marketT indexT andT 

ConsumerT PriceT IndexT (CPI),T ExchangeT Rate,T 

MoneyT Supply,T andT InterestT RateT andT theT sameT 

goesT forT TunisiaT exceptT forT CPI. 

(SadiyeÇiftçi2014)“InvestigatedT theT influenceT ofT fourT 

macroeconomicT variables,T namely,T crudeT oil,T 

interestT rate,T exchangeT rateT andT gold,T onT stockT 

returnsT ofT tenT U.S.T industries,T usedT monthlyT dataT 

fromT JanuaryT 1997T toT SeptemberT 2014,T dividedT 

intoT aT pre-crisisT andT post-crisisT periodT alongT 

withT whole.T ByT applyingT theT ordinaryT leastT 

squaresT approach,T found,T theT impactT ofT someT 

macroeconomicT variablesT differsT betweenT industryT 

sectors,T whereasT oneT variableT hasT aT homogenousT 

impact”. 

(ChanHongT Zoa,T FarnT WeiT Chet,T HumT YanT 

Sheng,T WongT HuiT LinT andT YipT JiaT ShenT 

2014)“examinedT theT dynamicT relationshipT betweenT 

macroeconomicT variablesT namelyT realT interestT rate,T 

industrialT productionT index,T inflation,T governmentT 

debtT andT stockT marketT indexT (NikkeiT 225)T inT 

Japan,T ByT applyingT AugmentedT DickeyT FullerT test,T 

PhilipT PeronT Test,T JohansenT cointegrationT test,T 

GrangerT CausalityT TestT andT ECMT (ErrorT 

CorrectionT Model),T foundT thatT allT theT variablesT 

areT significantlyT impactedT onT NikkeiT 225T inT longT 

run,T duringT postT AsianT financialT crisis. 

(JosephT TagneTalla2013)T investigatedT theT impactT 

ofT changesT inT selectedT macroeconomicT variablesT 

(ConsumerT PriceT Index,T InterestT Rate,T ExchangeT 

RateT andT MoneyT Supply)T onT stockT pricesT ofT theT 

StockholmT StockT ExchangeT (OMXS30).T ByT usingT 

unitT rootT test,T MultivariateT RegressionT ModelT 

computedT onT StandardT OrdinaryT LinearT SquareT 

(OLS)T methodT andT GrangerT causalityT test,T allT 

testsT areT conductedT onT monthlyT dataT (1993-2012),T 

foundT aT significantT relationship. 

(MartinT SirucekT 2012)T focusedT onT theT effect,T 

implication,T impactT andT relationshipT betweenT 

selectedT macroeconomicT variables,T namely,T inflation,T 

interestT rates,T moneyT supply,T producerT priceT 

index,T industrialT productionT index,T oilT priceT andT 

unemploymentT andT widerT UST indicesT S&PT 500T 

andT industrialT DowT JonesT IndustrialT AverageT 

(DJIA),T foundT statisticallyT significantT relation. 

(EmrahOzbay2009)T investigatedT theT causalT 

relationshipT betweenT stockT pricesT andT 

macroeconomicT factors,T namely,T interestT rate,T 

inflation,T exchangeT rates,T moneyT supplyT andT theT 

realT economy.T “ByT applyingT GrangerT causalityT 

model,T thisT studyT found,T thatT interestT rateT (OIR),T 

inflationT (CPI),T CD/GDP,T andT foreignT saleT doT 

GrangerT causeT stockT returns,T whileT stockT returnsT 

doT GrangerT causeT moneyT supplyT (M1,T M2,T andT 

M2Y),T exchangeT rate,T interestT rateT (OIRT andT 

TIR)T inflationT (PPI),T foreignT transactions.T 

IndustrialT productionT isT indicatedT asT neitherT theT 

resultT variableT norT theT causeT variableT ofT stockT 

priceT movement”. 

(AndreasT HumpeT andT PeterT MacmillanT 2007)T 

examinedT whetherT aT numberT ofT macroeconomicT 

variablesT (IndustrialT Production,T ConsumerT PriceT 

Index,T MoneyT SupplyT andT longT termT interestT 

rate)T influenceT stockT pricesT inT theT UST andT 

Japan.T ByT applyingT cointegrationT analysis,T foundT 

dataT areT consistentT withT aT singleT cointegratingT 

vectorT inT caseT ofT UST (means,T stockT pricesT areT 

positivelyT relatedT toT industrialT productionT andT 

negativelyT relatedT toT bothT theT consumerT priceT 

indexT andT aT longT termT interestT rateT andT 

insignificantT (althoughT positive)T relationshipT 

betweenT UST stockT pricesT andT theT moneyT supply)T 

andT twoT coT integratingT vectorsT inT caseT ofT JapanT 

(T means,T “oneT vectorT thatT stockT pricesT areT 

influencedT positivelyT byT industrialT productionT andT 

negativelyT byT theT moneyT supply,T secondT coT 

integratingT vector,T means,T industrialT productionT toT 

beT negativelyT influencedT byT theT consumerT priceT 

indexT andT aT longT termT interestT rate”). 

(HondroyiannisT etT alT 2004)T investigated,T financialT 

development/economicT growthT relationshipT forT 

Greece,T byT usingT vectorT auto-regressionsT (VAR)T 

modelT (1986-1999),T foundT aT two-wayT causalT 

relationshipT betweenT theT financialT developmentT 

proxiesT andT growthT inT theT longT run. 

(A.T Beltratti,T et,T alT 2002)T investigatedT theT 

relationshipT betweenT theT stockT marketT volatilityT 

(S&P500)T andT macroeconomicT variables,T namely,T 

supply,T interestT rate,T inflationT andT industrialT 

productionT byT applyingT GARCHT andT structuralT 

breaksT researcherT foundT significantT stockT marketT 

volatility. 

(Herriott,2001)T investigated,T theT connectionT betweenT 

financialT developmentT andT economicT growthT inT 

Switzerland,T usedT quarterlyT dataT fromT 1990-1999,T 

usedT realT GDPT asT proxyT forT economicT growthT 

andT threeT measuresT ofT stockT marketT developmentT 

(marketT capitalisation,T stockT marketT volumeT 

dividedT byT marketT valueT andT stockT marketT 

volumeT dividedT byT GDP)T andT oneT measureT ofT 

bankingT sectorT development(M1)T andT foundT 

positivelyT impactT ofT financialT developmentT onT 

economicT growth. 

IV. RESEARCHT OBJECTIVES 

ResearcherT aimedT atT achievingT theT followingT 

objectives: 

1.T ToT investigateT theT relationshipT amongT India,T 

U.S.T andT U.K.T stockT marketsT onT macroeconomicT 

variables.T  
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2.T ToT analyseT theT impactT ofT macroeconomicT 

variablesT onT selectedT stockT markets. 

V. RESEARCHT METHODOLOGY 

TheT studyT investigatedT theT impactT ofT 

macroeconomicT variablesT suchT as:T GrossT DomesticT 

ProductT (GDP),T TheT IndexT ofT IndustrialT 

ProductionT (IIP),T ConsumerT PriceT IndexT (CPI),T 

Foreign-exchangeT reservesT (alsoT calledT forexT 

reservesT orT FXT reserves),T InternationalT CrudeT 

PriceT (CP)T asT IndependentT VariablesT onT selectedT 

stockT market,T namelyT IndianT StockT MarketT (S&PT 

BSET SENSEXT (BSET 30)T index,T S&PT CNXT NiftyT 

indexT (NIFTYT 50),T LondonT StockT ExchangeT 

(FinancialT TimesT StockT ExchangeT 100T IndexT 

(FTSET 100)T andT NewT YorkT StockT ExchangeT 

DowT JonesT IndustrialT AverageT (DowT 30)T asT 

DependentT Variables.T TheT dataT setsT ofT allT 

variablesT haveT beenT consideredT fromT April,T 2001T 

toT March,T 2018T onT aT monthlyT basis.T AllT theT 

requiredT informationT forT theT studyT hasT beenT 

retrievedT fromT theT InternationalT FinancialT StatisticsT 

(IMFT DataT Base). 

VI. RESEARCH ASSUMPTION 

 

The researcher hypothesized that selected macroeconomic 

variables and selected stock markets are independent.

 

TABLE 1: DESCRIPTION OF DATA 

Name of Variables Symbol 

Used 

Proxy Used Source Unit 

Bombay Stock Exchange- 

Sensitive Index (SENSEX), 

NIFTY 50 

SENSEX, 

Nifty 

As a proxy to Indian Stock Market IFS (Data 

Base) 

Index 

Financial Times Stock Exchange 

100 Index (FTSE 100) 

FTSE_100 As a proxy to United States 

Market (New York Stock 

Exchange NASDAQ) 

IFS (Data 

Base) 

Index 

Dow Jones Industrial Average 

(Dow 30) 

DJI As a proxy to United Kingdom 

Market (London Stock Exchange) 

IFS (Data 

Base) 

Index 

Consumer price index CPI As a proxy to inflation IFS (Data 

Base) 

Index 

Crude Oil Price CP As a proxy to International Crude 

Oil Price 

IFS (Data 

Base) 

US Dollars per 

Barrel (Average) 

Gross Domestic Product GDP As a proxy to economic growth IFS (Data 

Base) 

National 

Currency 

Millions 

Index of Industrial Production IIP As a proxy to economic growth IFS (Data 

Base) 

Index 

Foreign-exchange reserves FX As a proxy to Reserve Assets IFS (Data 

Base) 

USD Millions 

 

 

The justification of variables selection is supported by the table 2. 

Table 1.2 

Justification of macroeconomic Variables’ Selection 

S. No. Variables Variables 

1.  GDP Francisco Jareño and LoredanaNegrut, EmrahOzbay, Hondroyiannis et al, Herriott, 

Dr.Venkatraja.B, Charles Barnor, Samveg Patel, SezginAcikalin, RafetAktas, 
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SeyfettinUnal, Çil and Yavuz, San-Diego, Mahmood and Dinniah,Sikalao-lekobane, et, 

al. 

2.  IIP Francisco Jareño and Loredana Negrut, Chan Hong Zoa, Martin Sirucek, Emrah Ozbay, 

Andreas Humpe and Peter Macmillan, Hondroyiannis et al, A. Beltratti, et, 

Dr.Venkatraja.B, Charles Barnor, Samveg Patel, Pramod Kumar Naik, Puja Padhi, 

Olowe, Rufus Ayodeji, Sangeeta Chakravarty, Mohsen Mehrara, Maghayereh, 

Hosseini,et,al,Alam. 

3.  FXRE Maghayereh, Sikalao-lekobane, et, al. 

4.  CPI Francisco Jareño and LoredanaNegrut, Chan Hong Zoa, Joseph TagneTalla, Martin 

Sirucek, Emrah Ozbay, Andreas Humpe and Peter Macmillan, A. Beltratti, et, Mahmoud 

Ramadan Barakat, Sara H.Elgazzar and Khaled M.Hanafy, Wycliffe NdugaOuma and 

Dr. Peter Muriu, Dr.Venkatraja.B, Charles Barnor, Ahmad Monir Abdullah and 

BuerhanSaiti and Abul Mansur M. Masih, HarunaIssahaku, YaziduUstarz and Paul Bata 

Domanban, Samveg Patel, Olowe, Rufus Ayodeji, Sangeeta Chakravarty, Maghayereh, 

San-Diego, Mahmood and Dinniah, Hosseini,et,al,Alam. 

5.  CP Sadiye Çiftçi, Martin Sirucek, Samveg Patel, Olowe, Rufus Ayodeji, Robert D. Gay, Jr., 

Hosseini,et,al. 

 

VII. TOOLS FOR ANALYSIS 

Descriptive statistics (to know the subject knowledge of the 

variables considered in the whole research work), 

Augmented Dickey Fuller Test (ADF)  (to check the 

stationary of data) Ordinary least square (to test the 

relationship between the selected macroeconomic variables 

and the stock price index), Granger Causality test (to 

examine the relation between individual explanatory 

variables and selected indexes, either unidirectional, 

bidirectional or no relation have been employed to examine 

the objectives of the study. 

 

VIII. DATA ANALYSIS, RESULTS, FINDINGS AND 

CONCLUSION 

By Augmented Dickey Fuller Test (ADF), In case of India 

(Table: 1) researcher found all selected variables are 

stationary at I(1) except LGDP (log of Gross Domestic 

Product)  and LIIP (log of Index of Industrial Production), 

these variables are stationary at I(2) because t- statistics is 

less than the critical value (5% level) at I(1). In case of 

United State (Table: 2), all selected variables are stationary at 

I(1) except LGDP (log of Gross Domestic Product ) and LIIP 

(log of Index of Industrial Production), these variables are 

stationary at I(2) because t- statistics is less than the critical 

value (5% level) at I(1). In case of United Kingdom (Table: 

3) , all selected variables are stationary at I(1) except LCPI 

(log of Consumer Price Index), LGDP (log of Gross 

Domestic Product) and LIIP (log of Index of Industrial 

Production), these variables are stationary at I(2) because t- 

statistics is less than the critical value (5% level) at I(1). 

 

TABLE 3: 

Unit Root Test 

India 

Constraints Augmented Dickey Fuller Test 

(ADF) 

Level 1
st
 Difference 

Panel A – LSENSEX 

Intercept -1.08962

6 

-10.72620 

Intercept & 

Trend 

-1.40255

3 

-10.70887 

None 1.814510 -10.53178 

Panel B - LNifty 50 

Intercept -1.09006

1 

-11.06868 

Intercept & 

Trend 

-1.61316

6 

-11.04539 

None 1.699672 -10.88905 

Panel C – LCP 

Intercept -1.18066

3 

-6.449550 

Intercept & 

Trend 

-2.40728

4 

-6.482958 

None 1.086138 -6.142600 

Panel D – LCPI  

Intercept 4.197789 -9.885072 

Intercept & 

Trend 

-1.35801

6 

-7.660126 

None 9.232156 -0.192069 

Panel E –LFX  

Intercept -3.37136

8 

-3.879486 

Intercept & 

Trend 

-0.62756

8 

-8.846986 

None 1.894449 -3.257337 
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Panel F – LGDP 

Constraints Level 1
st
 

Difference 

2
nd

 

Difference 

Intercept -0.81547

6 

-2.068728 -41.32673 

Intercept & 

Trend 

-2.47340

6 

-1.731308 -41.44653 

None 1.915001 -0.382493 -41.49922 

Panel G – LIIP  

Intercept -1.32313

3 

-2.776293 -9.806107 

Intercept & 

Trend 

-1.83069

6 

-2.983034 -9.804836 

None 2.272409 -1.061397 -9.853605 

*Significant at 5% level 

Source: Researcher’s Computation 

 

 

TABLE 4: 

Unit Root Test 

United State (U.S.) 

Constraints Augmented Dickey Fuller Test (ADF) 

Level 1
st
 

Difference 

Panel A – LDJI 

Intercept -1.129707 -10.27788 

Intercept & 

Trend 

-1.947695 -10.31611 

None 0.567514 -10.29437 

Panel B – LFX  

Intercept -1.928090 -11.18192 

Intercept & 

Trend 

-1.362057 -11.33499 

None 1.703584 -11.00114 

Panel C – LCPI  

Intercept -0.541679 -7.802220 

Intercept & 

Trend 

-2.764500 -7.776383 

None 3.551010 -6.665874 

Panel D – LGDP  

Constraints Level 1
st
 

Difference 

2
nd

 

Difference 

Intercept -1.62803

9 

-3.290337 -43.21843 

Intercept & 

Trend 

-1.80924

1 

-3.479403 -43.09166 

None 2.618001 -1.928363 -.43.37301 

Panel E – LIIP  

Intercept -3.28703

9 

-1.840326 -8.660840 

Intercept & 

Trend 

-3.39550

1 

-1.822843 -8.610909 

None 0.376383 -1.803290 -8.698380 

*Significant at 5% level 

Source: Researcher’s Computation 

 

 

 TABLE 5: 

Unit Root Test 

United Kingdom (U.K.) 

Constraints Augmented Dickey Fuller Test (ADF) 

Level 1st Difference 

IX. PANEL A - LFTSE 100 

Intercept -1.704996 -10.85333 

Intercept & 

Trend 

-2.372763 -10.86147 

None -0.052774 -10.89206 

Panel B – LFX  

Intercept -0.141254 -11.12147 

Intercept & 

Trend 

-2.4939949 -11.15767 

None 1.581612 -10.99239 

X. PANEL C– LGDP 

Constraints Level 1st 

Difference 

2nd 

Difference 

Intercept -1.856012 -2.525990 -11.85089 

Intercept & 

Trend 

-2.188792 -2.840337 -11.80285 

None 1.888174 -1.630913 -11.89756 

XI. PANEL D – LIIP 

Intercept -0.450346 -2.091120 -10.07013 

Intercept & 

Trend 

-1.955837 -2.206998 -10.02543 

None -1.350358 -1.921319 -10.11693 

XII. PANEL E – LCPI 

Intercept 1.971646 -2.576237 -5.939377 

Intercept & 

Trend 

-1.723389 -4.120421 -5.925899 

None 2.582206 -0.641105 -5.950814 

*Significant at 5% level 

Source: Researcher’s Computation 

 

Ordinary Least Square (OLS) method, show the impact of 

the financial (economics) variables on stock market. Here, 

“Both the predicted and all the predictor variables are 

log-transformed. This is associated with the price elasticity 

meaning that the percentage change in Y is caused by one 

percentage change in X”. For example in the case of this 

study, 1% change in IIP will cause stock prices to decrease by 

6.69%.  
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The coefficient of determination (R2) are 0.5956(SENSEX), 

0.5765(Nifty), 0.5957(DJI), 0.4283(FTSE_100) which are 

considered as 59%, 57%, 59%, and 42%.  This indicates that 

about 59%, 57%, 59% and 42% of the total systematic 

variations in the SENSEX, Nifty, DJI and FTSE_100 are 

explained by the variation in the explanatory variables, 

namely CPI, GDP, IIP, CP and FX. The remaining 41 %( 

SENSEX), 43 %( Nifty), 41 %( DJI) and 58 %( FTSE_100) 

could be attributed to the some other factors and stochastic 

error term which are not included in the model. 

 

TABLE 6: 

OLS  Estimation  Results 

No. of Observations:142 

Dependable 

Variable 

Constant DLCPI  DLCP DDLIIP  DDLGDP  DLFX  R
2

 Adjusted R
2

 

DLSENSEX  0.636093 0.260086 0.488796 -0.066973 0.031948 0.550058 0.5956 0.5747 

DLNIFTY  1.574826 0.329004 0.444976 -0.083740 0.045026 0.516858 0.5765  0.5547  

DLDJI 71653.35 -655.3788 4399.762 1305.039 6585.121 -7087.18 0.5957 0.5808 

OLS  Estimation  Results 

No. of Observations:142 

Dependable 

Variable 

Constant DDLCPI  DLCP DDLIIP  DDLGDP  DLFX  R
2

 Adjusted R
2

 

DLFTSE_100  5.942223 -0.845906 0.081280 0.003510 -0.111391 0.215957 0.4283 0.4073 

Source: Researcher’s Computation 

 

Through granger causality test, researcher, found 

unidirectional relation, bilateral relation (Feedback) and 

Exogeneity (Independence) among the variables.  

Granger Causality Test for DLDJI and Selected Variables: - 

By seeing Table: 5, researcher found DDLGDP does not 

granger cause DLDJI, DLJI does not granger cause DLCP, 

DLDJI does not granger cause DLCPI, means have 

Unidirectional relation, DLDJI and DDLIIP have Bilateral 

relation (Feedback) and DLFX and DLFX have Exogeneity 

(Independence). 

Granger Causality Test for DLNIFTY and Selected 

Variables: - By seeing table: 6, researcher found, DDLIIP, 

DLCPI and DDLGDP have Exogeneity (Independence), 

DLNIFTY does not granger cause DLFX and DLNIFTY 

does not granger cause DLCP, means have Unidirectional 

relation. 

 Granger Causality Test for SENSEX and Selected 

Variables: - By seeing Table: 7, researcher found, DDLGDP, 

DDLIIP and DLCPI have Exogeneity (Independence), DLCP 

and DLFX have Bilateral (feedback) relation with 

DLSENSEX. 

Granger Causality Test for FTSE_100 and Selected 

Variables: - By seeing Table: 8, researcher found, 

unidirectional relation among the variables. 

 

Table 7: Granger Causality Test for DLDJI and Selected Variables 

Null Hypotheses F- 

Statistics 

 

P-Value 

 

Ho Rejected/ Not Rejected Causality 

Conclusion 

DLDJI does not Granger Cause 

DDLGDP 

1.478 0.201 Ho not Rejected Unidirectional 

DDGDP →DLDJI 

DDLGDP does not Granger Cause 

DLDJI 

2.505 0.033* Ho Rejected 

DLDJI does not Granger Cause 

DDLIIP 

3.068 0.012* Ho Rejected Feedback 

(Bilateral) 

DDLIIP does not Granger Cause 

DLDJI 

1.143 0.004* Ho Rejected 

DLDJI does not Granger Cause DLCP 2.784 0.020* Ho Rejected Unidirectional 

DLDJI →DCP DLCP does not Granger Cause DLDJI 0.772 0.570 Ho not Rejected 

DLDJI does not Granger Cause DLCPI 3.022 0.013* Ho Rejected Unidirectional 

DLDJI →DLCP DLCPI does not Granger Cause DLDJI 1.064 0.383 Ho not Rejected 

DLFX does not Granger Cause DLDJI 1.062 0.384 Ho not Rejected Exogeneity 

(Independence) DLDJI does not Granger Cause DLFX 0.585 0.711 Ho not Rejected 

[*] denotes the rejection of null Hypotheses at 5% confidence level 

Source: Researcher’s Computation 
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Table 8: Granger Causality Test for DLNIFTY and Selected Variables 

Null Hypotheses F- 

Statistics 

P-Value Ho Rejected/ Not 

Rejected 

Causality Conclusios 

DLNIFTY does not 

Granger Cause DDLGDP 

1.119 0.343 Ho not Rejected Exogeneity 

(Independence) 

DDLGDP does not 

Granger Cause DLNIFTY 

0.140 0.935 Ho not Rejected 

DLNIFTY does not 

Granger Cause DDLIIP 

0.237 0.870 Ho not Rejected Exogeneity 

(Independence) 

DDLIIP does not Granger 

Cause DLNIFTY 

0.784 0.504 Ho not Rejected 

DLNIFTY does not 

Granger Cause DLCP 

7.176 0.000* Ho Rejected Unidirectional 

DLNIFTY →DLCP 

DLCP does not Granger 

Cause DLNIFTY 

0.994 0.397 Ho not Rejected 

DLNIFTY does not 

Granger Cause DLCPI 

0.507 0.677 Ho not Rejected Exogeneity 

(Independence) 

DLCPI does not Granger 

Cause DLNIFTY 

1.072 0.362 Ho not  Rejected 

DLNIFTY does not 

Granger Cause DLFX 

2.445 0.054* Ho Rejected Unidirectional 

DLNIFTY →DLFX 

DLFX does not Granger 

Cause DLNIFTY 

0.886 0.450 Ho Rejected 

[*] denotes the rejection of null Hypotheses at 5% confidence level 

Source: Researcher’s Computation 

Table 9: Granger Causality Test for SENSEX and Selected Variables 

Null Hypotheses 

 

F- 

Statistics 

 

P-Value 

 

Ho Rejected/ Not 

Rejected 

Causality 

Conclusion 

 

DLSENSEX does not Granger 

Cause DDLGDP 

0.580 0.714 Ho not Rejected Exogeneity 

(Independence) 

DDLGDP does not Granger 

Cause DLSENSEX 

0.577 0.717 Ho not Rejected 

DLSENSEX does not Granger 

Cause DDLIIP 

0.425 0.830 Ho not Rejected Exogeneity 

(Independence) 

DDLIIP does not Granger Cause 

DLSENSEX 

0.677 0.614 Ho not Rejected 

DLSENSEX does not Granger 

Cause DLCP 

5.664 0.000* Ho Rejected Feedback 

(Bilateral) 

DLCP does not Granger Cause 

DLSENSEX 

3.556 0.004* Ho Rejected 

DLSENSEX does not Granger 

Cause DLCPI 

0.535 0.749 Ho not Rejected Exogeneity 

(Independence) 

DLCPI does not Granger Cause 

DLSENSEX 

0.724 0.606 Ho not  Rejected 

DLSENSEX does not Granger 

Cause DLFX 

3.199 0.009* Ho Rejected Feedback 

(Bilateral) 

DLFX does not Granger Cause 

DLSENSEX 

2.337 0.045* Ho Rejected 

[*] denotes the rejection of null Hypotheses at 5% confidence level 

Source: Researcher’s Computation 

Table 10: Granger Causality Test for FTSE_100 and Selected Variables 

Null Hypotheses F- Statistics 

 

P-Value 

 

Ho Rejected/ Not 

Rejected 

Causality Conclusion 

DLFTSE_100 does not Granger 

Cause DDLCPI 

0.993 0.424 Ho not Rejected Unidirectional 

DDLCPI → DLFTSE_100 

DDLCPI does not Granger Cause 

DLFTSE_100 

2.125 0.054* Ho  Rejected 
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DLFTSE_100 does not Granger 

Cause DDLGDP 

2.155 0.053* Ho Rejected Unidirectional 

DLFTSE_100 

→DDLGDP DDLGDP does not Granger Cause 

DLFTSE_100 

0.700 0.623 Ho not Rejected 

DLFTSE_100 does not Granger 

Cause DDLIIP 

0.214 0.955 Ho not Rejected Unidirectional 

DDLIIP → DLFTSE_100 

DDLIIP does not Granger Cause 

DLFTSE_100 

2.471 0.035* Ho Rejected 

DLFTSE_100 does not Granger 

Cause DLCP 

4.506 0.000* Ho Rejected Unidirectional 

DLFTSE_100 →DLCP 

DLCP does not Granger Cause 

DLFTSE_100 

0.797 0.553 Ho not  Rejected 

DLFX does not Granger Cause 

DLFTSE_100 

1.430 0.217 Ho not Rejected Unidirectional 

DLFTSE_100 →DLFX 

DLFTSE_100 does not Granger 

Cause DLFX 

3.094 0.011* Ho Rejected 

[*] denotes the rejection of null Hypotheses at 5% confidence level 

Source: Researcher’s Computation 

   

IX. CONCLUSION 

TheT studyT investigatedT theT impactT ofT financialT 

(economic)T variableT suchT as:T GrossT DomesticT 

ProductT (GDP),T TheT IndexT ofT IndustrialT 

ProductionT (IIP),T ConsumerT PriceT IndexT (CPI),T 

Foreign-exchangeT reservesT (alsoT calledT forexT 

reservesT orT FXT reserves),T InternationalT CrudeT 

PriceT (CP)T onT selectedT stockT market,T namelyT 

IndianT StockT MarketT (S&PT BSET SENSEXT (BSET 

30)T index,T S&PT CNXT NiftyT indexT (NIFTYT 50),T 

LondonT StockT ExchangeT (FinancialT TimesT StockT 

ExchangeT 100T IndexT (FTSET 100)T andT NewT YorkT 

StockT ExchangeT DowT JonesT IndustrialT AverageT 

(DowT 30).T TheT dataT setsT ofT allT variablesT haveT 

beenT consideredT fromT April,T 2001T toT March,T 

2018T onT aT monthlyT basis.T AllT theT requiredT 

informationT forT theT studyT hasT beenT retrievedT 

fromT theT InternationalT FinancialT StatisticsT (IMFT 

DataT Base). 

DescriptiveT statisticsT (toT knowT theT subjectT 

knowledgeT ofT theT variablesT consideredT inT theT 

wholeT researchT work),T AugmentedT DickeyT FullerT 

TestT (ADF),T toT checkT theT stationaryT ofT data,T 

OrdinaryT leastT squareT (toT testT theT relationshipT 

betweenT theT selectedT financialT economicT variablesT 

andT theT stockT priceT index),T JohansenT CoT –T 

integrationT testT (toT checkT theT longT runT 

relationshipT betweenT selectedT variables),T GrangerT 

CausalityT testT (toT examineT theT relationT betweenT 

individualT explanatoryT variablesT andT selectedT 

indexes,T eitherT unidirectional,T bidirectionalT orT noT 

relationT haveT beenT employedT toT examineT theT 

objectivesT ofT theT study.T TheT studyT revealsT longT 

runT relationshipT amongT theT variablesT andT theT 

resultsT ofT GrangerT CausalityT testT revealsT 

unidirectional,T bilateralT relationT (Feedback)T andT 

exogeneityT (Independence)T amongT theT variables. 

 

FUTURET RESEARCHT POTENTIAL 

InT theT presentT researchT work,T anT attemptT hasT 

beenT madeT byT theT researcherT toT applyT variousT 

econometricT techniquesT forT analyzingT impactT ofT 

financialT (economic)T variablesT onT stockT market.T 

But,T thereT areT someT areasT ofT researchT whichT 

couldT notT takeT upT inT theT study.T ItT wouldT beT 

worthwhileT forT theT futureT researchesT toT investigateT 

theseT areasT asT listedT below: 

ThereT isT aT scopeT forT furtherT researchT byT 

extendedT theT studyT period. 

•T DataT collectedT forT theT presentT studyT isT 

completelyT secondaryT inT nature.T ResearcherT couldT 

notT incorporateT theT viewsT andT opinionsT ofT theT 

stockT marketT practitioners,T investors,T dealersT etc.T 

So,T thereT isT aT scopeT forT furtherT researchT byT 

collectingT viewsT onT theT sphereT ofT impactT ofT 

financialT (economic)T variablesT onT stockT marketT ofT 

theseT parties. 

•T TheT studyT isT focusedT onlyT onT longT termT 

variables.T SoT thereT isT aT wideT scopeT ofT furtherT 

researchT byT consideringT theT longT termT asT wellT 

asT shortT term. 

•T AdditionalT researchesT canT beT doneT usingT someT 

otherT linearT orT non-linearT mathematicalT modelingT 

techniques,T namely,T HiddenT MarkovT Models,T 

WaveletT NeuralT NetworksT etc. 

•T PresentlyT researchesT aboutT onlyT developingT andT 

developedT country.T So,T thereT isT aT wideT scopeT ofT 

furtherT researchT forT groupedT countriesT asT well. 
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