ﬂ-a‘ﬂ\ Wt ge (AN Dl ys el L e 3V r.g_a‘iid.a
25 grondl By ) ASURI (3 gl g

qF)LM Ol PN

@JJA_J/@JJJ'&-.U ‘1.?"[3}], [y E L_’,u.l’f‘:n.a{:— {Q_)IJ‘}’I(-)LJ{..K

e L B (63 pedl @ g B g 0 g el ULy IS o B0l 0n o5 el pasile
s_;L-_AJ\,i&)_-go%mJSS'louuaﬁnUMJJSSLB}.«JJ(J;@ A g sile @il
28 eldas W e prgias 8kl JalS O ol B, g0 s b it Led s (e
Lt il ety el Jar Wy ¢ ol Y1 3 B3 sde O ol y Ll BV e
G il ke (e 5554) G, 3 TS Ayl o o piald B 1 oSt e 0T )
S e Do gy pde Loy 8 pall JalSH s gy by o et S5 LS (o ol
ozl 13 oSl T Sl DS 13 e e b yadll 23 ot sl LaS .l il ey oL
e e 3 55 Y Bl s a3l a5 el OF i Sl OF Y]l g s Talazs!
£ ARkl e ol e coAelladl g g e ol J5E 5 gudl (5 grs e B3 OIS oy
Lo e 8l b eoniatl] Il gy ST gmy g s el Vel 2 A 5 LY e
G o (k20 3 a3 5) 2 Budo b e s e gaall g Lo (il o L lanidd

83l G gt 3 winial i Lslin D300 a1 O J gt e S



e N

-

e alda
Wlye e Jyamdlila o b e dm U el o ppeindt e 25 42
V) ¢ ALl et S5 RIS 03 D g J) ol g g ] BL) dln
(3yeS bl Je span — lama Y oW e S e ol 3 gt - egu N1 O
sde oy Wy Adiiedl a1 SLaldt a5 igans o ajland (oL 3 Jou
Syt 0L e ot 186 s @il gl 3 i w1 o] OF oL e
O gz o JI i g 2 ‘C\_..JUL;-J&L&U ST YT Chnday 5aS g V!
Gl IS s ¢ w5l ot s o3 gl @iatly LS Ja3 5 a0 Aoty
Sllae dad 0 g L g0l 3laredd Ll Lopmihl ods dais . o sl @ Seall
cadeal e dan ) LA e 2 as OF e g M U5 ¢ L U gl il
e g O S ] ey il o Loia B3 (L i e s b Ll
el pa ot g Aoty BV 3 ¢ JSEy B 5 Grano W Sl OF ) iy
8 g (39 ANy O iy 23 531 vl y b pabd G ) 81500 OF 0 G ¢ B 52
S PRSI PAVEN EI PO L SUES PO DS P 99 1
13) = 3o LS Ly s Bl m = LS g1 3 e g - s Ll
Jons o ghall ada ey oA Tl Sl plall S g1 b 23S
R P
$oleaBV e datly Lol 3 s 3 (5 52 dgenl 13 0V Bl gl A
Ol oo pay Y 1 eV o Y etd VLS ) L oy oy ull Ollain Y

Ol oad 5 Rpaall &l Lol s &5k plall 50 USCU 0 51 Ol S 2 51 42 il ) 8L} (1)

oS Hla N O sy o Baeall 5 2N ‘a,_.;,umu}ul@#u,_iasﬁ_m_,u_di

o Leolllens (3 il 3t 528 0 15 La) jud (L1l ol slaldl) 8 Laladl e glali

O i 3= S Gy iy ity oo BlSU 3l I 131 J5 Y1 s G ¢ BAalSH (b g
OAIAT o o (N Miinford) il coMaid) e b3 = s S8 S



v il s e e wguY! fa

B yeen (3 Lol ¥ Lo BY Laldl It 3 )01 plas alazaly Gl gl ade 2o Jod
sl L&t e (D) A7 Slia C3US 15] Lol 5o 57 & ot 2l cpe et
e L LVl 3y« 2 Sledsaa ¥ ) i) Y1 cllusan Yl
u_l;.x;.ﬁgﬁoL.{,c_L&.aJlo.»uT V| gl adWada fae Olass e 3 gl
EJ.,\.QMCEBNle_a.'e.J._w.éL:.:i!@J@B?lLﬁlMﬂJﬁU&gébﬂ&j
LU gaywn)J;M@igbuy.quwa,_i.,;.La.:L_,—_ugu}w
w1y|ﬁih$m.ja}_i1LAJ_,JHJTOJAJJ_;Q:J|QW|L}WL7LQJA?J|J
ol

i i (53 g1 izt Sl ey OIS 13] Ln s ) ol Lk Uity
g2 padt A o) ALl 3w gae VY 3150 L TN e 0l U3 5 ¢ @l
S e 3sLS ko o Uizl (BRI 0o U5 (e bt K LS . it Jutme g
G gV 1p e T ks o 5 Lo ity oy 5 ol plalf plisuzd 3 (60 panadt @Y
lJLAJ_,.sUAL::._,oiJ.E::‘LAS.L“&:Ji‘_:;yLLI&LEAHJJAQ.L;b':._’t_g.l_lh;.j_,.!lé;
CM‘J!¢M1CM1&»QL;JJJ‘J1Q.AJ.L;iﬂﬂ&rﬂ%}&ia@wc&éﬂ|
Lol pmedd 20V aaasudl o del ) pdame agad G g 5 5 s O 1ol
3900 g1 0L U Loty g A1 0 o ol g it e e U] oSl
c._,J@iJ?wL,L;ws.mywst?.,gtubmiouw,bmiyg@%?
a_.ub;ail_‘,s.z_g.uysaLcJ,_wJJJcJa..,'vuww‘wﬁﬁuw‘vw}“@
;;usdumuu.uv_auwgg.x__@:‘._&mt Jian g g1 28 50y B3N
S el e 5 LSSl odom pe 3t £ La 135 3 30l oola phal plisal (3 G5yl
i s Sl oz 5 G b e A s by B gl e 0L
o Bt o 5 gl o gV G OF A5 ) Gl day b N Bl o 2]
b sl e Lalesd) ol it T J g ddanze ll by OYY
;;L..b.un;\_a_-,_.) ¢3! o Lol 3:LaS01 o 3 Bl (s azal o
Y1 AlTurki and AlBazai s [Y]1 Butler and Malaikan




e N e ¢

L 1ta P e Sl o) gl o gl St s p ki
o sbal Gt s ey ol (S8 @ sviad! Sdray g T8 oy BN
DY e st [y ) 4l (1 elas V1 promeadl prgiay 82l JalS
«Granger Causality duedd 412 o ylcoly 5 lan Ll jadl Jt il Gy Al
i Jr W 3 Rl BN G o2l Sl ellas V1 proomadsl g Goans o
Lo e Ol e 82l QoS o glol 0 Sg LS ¢ Joghall JrH 3 el B
Bl JelSt sl delay LS ot il Gy » J Y gk 43518 e s OIS 13
[£) Granger iy o= ¢ (3 gl a;LeSulcri:.L“;W‘ﬂ Lle g @il Jdae O
Gﬂ%&adﬁ&uuﬁd\ﬁya;wbumw}wdub;.hd\&'l

el ey G Lzl ¢ ol i J gl ol Byl Jaze 1305
WY\ul}aqufY!du&..:JJLAQlS'I)\LadL;g_sJ.-*U 6}11J.ojcej.ll
Gy (elially wleddly 85200 y_,\.u,.(w clelkalt Slye Jey 1SS
el e g JUT Gt Jald pa bl e LS 4d b g Lo Ll pall Bl
Wty B O @ oy ¢ ol i 3 gl (IS ol Aidesdl e} e
LIS claiall i e 1SS G et OS5 o 5 pllad (e LAk A3 o5
L,L;(.__;)_Lu;“_;._a:ln&;(,;.uxsﬁ_n@J-\,;sm\;iohusgn_amch,..&s
wl.c-;.lJ.\Suj_{JY.x_u_,W\d.\QiLg}.ﬂl\ Ao fylsg 018 Oy deenaV 3L
4.4.3»4.:1‘.;A..WAubwﬂf_,;wd.ad\%sg?%\.obwléw
8 g Ao phall 5o LiSH pe 8 dot yiy @3nda Lyl e Aty g A Of 2o
SsL.&Sg'..a.‘».la_iéCB_,:HJ,?-M\@TJ!MQ!OT&Q.@:M\W‘Y!
S8l b I e Ll ol oy ) Al ooy Lt Al ol G 5o
PR

(vt 31 A0 5} e T S Ui o 0o 51 0L S5l 2 0¥t o ()
Lucas (3 \lidasy [0] Muth  Jh Lgslad 3 55 00 (oo I 253 ol et 4,0 BT
V] Sargent and Wallace y [1]



o el Ao Colis o g1 L

6.._:\‘,3-|L‘,4'l_ﬂ'ld;_>¢..l|‘_fa‘).a:.~gsf__:> ‘cJLAZ_MJTJ!w‘lMM

P P e PR R E LI (JUHE W JUR L PO U EPPR SR PUT LR W

ods 4 Lo 1251 e _‘uyu)uu_ggszupiﬁh_dw;@u
.Wl RIEW Qb&ni&! SJL.‘:'?‘(O::LAS c%&w@wéuﬂ

Ry A fadt o g
o Jiee sLaW aidt ¢ Uaill O, fisher hypothesis i i b %
JBYTIde (3 money neutrality > 520) L3k aans o pellansl Lok (gl g Uadl
Ll il o Jad 03 03 a6 ke ST 050 o) sV (5 gms O
(S PRE-EP WNEINCT NPT NI % SR ) B SO  P a3 PUES R
Ldd J ol Jlie claims Uit 23 s w1 OV 050UV O gpslasVl g,
2370 N ee (e SN 0TV et ks s e el o s OF Y
I Jomr Ao S50 5LadV 3wzl Jianey gV Mg ey B8 BN
LI B 5 oy B, 4oLt ey [V 4] Kaul 4 [4] Gultekin 5 IA] Bodie
Jysddl e Oy @T&Ww,ﬁdpuuw‘yw;ﬁ,@m Jkas
et SN Aol M el oS e Ay 485 2| ) puo Y1 Al gy 500 L
u(qwr_;b;a:);_ﬁiwma_c&;ulému.wmgu;L;_(..,'._;,jbsi
AILSI @25 (5350 8 e~ 3 o1 Blpo g @il Gy e B ) 003
289 8l @eiadl OL 1Y VT Holland itmy s .y il s (oo Reckos B 3 4m5 )
e Y B SEY Dola VI AU 3 —a pdeas e Ll i, - oAl
@ y35 OV VY] Friedman (s ,» ¢ .inflation uncertainty @zt J g 28T e Ul 3
Pl Jae Lgdle) o 3LV BLAD e LLu 355 inflation variability eV
Lol o phall peor LSS (e sy 55 eS¢ (e3laBWI LA 335 3 eV
@ Amye b B35 Y 695 a8l b @ sead OF LaS information assimilation



FI e o e

ol o g5 O edaad A Ll oS3 .price adjustment jlawi Jdad CaISS
Joomes Ao ) o gV il po 5 23 yll el G B BMe 2925 J) 2l 5 3
Ay o b lul 0 WL £ Carmicheal 5 [V Ely and Robinson Jul
ﬁ_qua.ujuuéu‘)b,mwmwiwuca,—.uﬂ_ar_;;mt
Fama s [ 0] Schwert JUS Joww e 350 2k £3%e 53y J) J oVt bl
(35 b adl e Ay ae DN 3 o o ad) sl duas (v
McQueen and Roley s [\V] Pearce and Roley JUl Jow o 151 gl Sl
.([Y4] Hardouvelis 3 [ YAl

el Jdons (o ddendl DY) ol i 08 P.:.LEQ,.::M’J’Y\ Jal> U3
@ g A pae ks DM 25y (e [V Fama Bty e e 50
Fama Proxy Lald) iy jUll Lo il jom Lagd Lt ol izald 2a sl @l y o3 571l
3 g2l iaS B s G 5 G il e Cllal & e e BN < Hypothesis
O &> Vs (e oo g5 «Rational Expectation (RE) L35ialt olad i by
e odlall (ol J) (63§ real activity L’;.3,_.5.-1’-% gslaB Y L 3 el
Ty (abeiadl o 5-250) @il o Slacs VOB 3980 1258 o35 e Al B ¢ gl
N dnd ) W6 palt OV |y g B ety il LA (o BN O UL
31 g8 ey salall A B OB ¢ a3 ) aAd ool LA Lilg) by
and g a5l gall aa Gy Lo sl SN (e oy e spurious Ly @Sl o]
Azl ot panad) L;L.a:....U.

G 350 o e e dazay 1Y 0] Geske and Roll b Bl 3
pola VN 55l 53l Lpu Ll L3t HLE Ul csbols 51 Oy
3 gy PR e 1 hige o (50l g1 and 2L O countercyclical
59t e G R 3y o5 2 e 38305 ) (525w ¢ golaait L
O3 peadl 1 s 3k glald auﬁp@,a::z:ﬁ@.ca:;oi,.qmmmop Sl



v ‘g:a..a:.]'l..L..a omelie 3V ‘..g..fwg}»

1 A g s M O L o el il e ALt o rational O g Siall
sy [\Y1 Ely and Robinson aulys OF W1 .4Se sdin 35 it o s
il i slkae] (3 @als Y 3LV 350 ssliall Lpaadt Ll Of e
[ IKaul )b sy .08 52l) b @ Seially @gosd il LAY (g Lkl B3
209 as b g0 L sl Ul U3 Ul a2 gy 9 Sl Lo
Uiy @il oy B 0585 0T U,y 4578 (6 5 -procyclical &ysluaB Yt
monetary (A4l 0515 idae Ao dazad NNl 0da O by (A WSe -
LS Sl b st 2315 il 3 5T J 58 ey S equilibrium process
Ut Lagne o ol A go L B0 (VA E Y ) VYR 5201 100) 5,5 53Lcn Aol
ity 3l ik bl

Jiasy g1 dile o Lddl B3l s oanis [ V] Ely and Robinson 2 5
CHE P JOATGRRA Tl 2 (3 s a8 LSl £tz O 1 Y oz
Wl i @3 ey Il A el 8305 ) (5330 1 eV ¢ vl
2580 e Gl JUT e peia 29 ¢ ol ) a1 Sl ik e dilall
Al ) sul) soliall Luadt LAt 5 debt monetization O Frsu vy

UM 1o [YYI Marshaly 1Y Y] Svensson 5[V €] Carmicheal yo JS ok
cashein- (0 g pall) GoodV A2 555 0354 o} (3 o VY 190 5 inaaslf (g L
e ol Ly o M8y s wieiatt OF J] 09,8y G cadvance constraints
G2 o Jine OV 1,085 35 L Y1 0L Ui 0 dividends i 1! a2l
e clabor- leisure choice f1,ally fasdl ) S Zdas (3 asbia 413 ] Joo 53
gl pUE al J) A3t oda 1Y 0] Gonedes s [Y €] Feldstein s 1S I
0555 0V (9255 25 depreciation J y—o ¥ gy alolas S5 o St
Je W IVt O gl (5 ols B S TRO o [ P W B (PERES
e S all ) Bl iy all ailh Jaall 835 ) (605 32,101 2SS e 5Ly



S Oladas 1 s A

Wl o il J) (6335 @il o 2N artifiicial 45 ) gualt e I s
odca O LYV Summers 3 [ 1] Modigliani and  Cohn (5 3 . yatiewsdd ol L1
adad ol 1,0 S om0 rationality &30aN) 35 pudal Lol 5 55 L Sadt T3
Aty LY ol Ve o J2IE ) g0 5 8 3! selaS

Laia D> (3092t fdy 7358 b} (3 — [YA] Eckstein and Leiderman (5 2 9
ol 1Y4) Stulz (g, LeS cwelfare loss oLs M (3 48 | (635 pdeaat ol = el
akiad O3y sl e Jane LRGN G 5 3 03 520 b ) 2 po3 Myt
S eI teny ¢ Laidt 0dd 85801 J e Lot Ll iy &) laza !
Sl )l 5.8 5 Jlogm ;A Ao P b ) o OV [¥ +1 Boudoukh and Richardson
JIVASY ) iy b 52 d) ol et o S 5 A3 5 maaill Jr V1 (e
35 8 el eV 0yl G o g 8838 3 g e o J (VRS
e &2 g

hominal contracting &ewr| SAIEL A il b (pe3laaB Y o a) 3 gy
) Jally B3y ¢ e aStge 5 @il Jobaa L Ao BYadl iz hypothesis
AU ey st (e 5,800 oMy g Bl SN Jf o BVt e (3 ol
net &sLall inalt il duy @seadl O M Kessel (5 g 03 g4 b el o
X514 O 10 et creditor bl JSiy 3N oladt Je Lle 5 Ly cdebtor
S 303 b @il oo JSy b3 o Gl JSit Al U8 20 ege]
A a8l o8 @il OF YT Huizinga 5 (YY1 Evans and Wachtel e Js
Dy 28T pt e Al 3 o pbl o) 30 1y Aol RIS B2 <o e (2
French efal, Juo s di . ausls b Trans1 Bl &0 3 J g JJ U 1Y) ¢ @il
Bernard and Roley o JS Joo g5 (no 3 Lo pill ods 3 BALEPCTRECIPIARY
e [ Pearce s [Y'0]



q et Ao nlia 35 @ gl fa

dod ) Aoegin

a2 1 Y5V (ol gl SO @I A gy @Sl L3Me Bl )3 e
O A il Sl Sl ALl 2 ool pazel) Lo Sl JulSS i s
error #ldas V1 e oeads 75 gk @nanad 2 LI LBt Lol a5 ol il il
o2 9 8 i MlST ALl ol et (o &3 BMI 4Las-Y correction model
ST B EF I PYPNOWL PP IF EW P JE NSRS R R
R B TNV PV JCU s}%—ly‘e:'-.,b.ﬂld,bdéfll
b g @Sl Jdae e

sde Oyl @BV )y b oty sl A St ol ST i o o oudd
Szl el A5 YVI Dickey and Fuller 55 = Sos jLaimd Wl e ¢ ot izt
I Phillips O3, = esskid j35-1 Augmented Dickey-Fuller S 11 U 36 = Sy
MEV Dolae o5 e S M M i- Sos st (5 gkaty s (€ +] Phillips and Perron
: I

AX, =p+8X + ) 1;AX +u 1)

i=l
el el pmdltode Jin il SV By 8 ) e A S
1 02l iy s o dany o Bolaall Slisally Spdie do w o 2Ll bl
OLkil (e Baodl (09 (8 < 0 Ayl ) &0 ,a) 8= 0 O Je adadl G p a5y .y 5
P S t I D @B 0T 15N Jud 8 dadal t islan] ey o A cla
e V1] i e Jak X il 058 ake OV 1 Ballall o 11 0 )
P 3y aall o J3F 4S5 Sl ] gl 1 Wi 05 ¢ sl o

n Lo =) (T)J'L.;:':-Y\ ligd i A (24 [Y'A] Dickey and Fuller 5 [¢ Y] Mackinnon

&&WY‘&L&H&DW‘L&MM‘:.LAM} ‘ti-_-ﬂ..ﬂ.‘:-y &fw&u|w.\ﬂ(\ﬁ 4]
L& Y1 Charemza and Deadman i |.olal ey 54



e (5518 Oy rergkid Sl Lab L Jltiall doedd Sl g iy (S22
Dhaban b T b pltsalyu Hpiall A G S DLW pemad

SU Ayt o ol inald Lz Jredhdl JolSS 83 (Ao b il dony
JolSa By ot il (s 82 Lol S 5 g i cpaaly ¢ A3 5 gla
ks (1) JsW Loyl e OliholSin Oliia; Ol Hlia OLS 136 ¢ alslazld
S5 e (ESLL) 1(0) jaw doryl pe AalSie Tinear combination &des- 34 55 Legie
8200 A 3 gy OF LS ¢S s Sl OleblSze bl (it Oy Il (558
Ji Mn g sllas W el 9 B8 e bl UL 75 58 aranal B8]
o e Uysb Y Juaby ¢ Aakzsedd il (g ded! B AL el
el B

oyl O 8l S e Sadate Dbyl O ol ) 4l U3
&5 % s S ety (Y] Sargent and Bhagharva i1 bylasYlods e
oo ol eV edod Jas gl 5 2 ;305 «[E 2] Engle and Granger o gk
e B 2ml LIS @hslan o g ¢ JaV il e palSe X Y e L) ol
: JU o
X op+tfY+ e (2)

oigd caloulated &y pansdl 31l JolSS g s 0 2s JEL Nt e
sda s LS LT a5 S s I e @t el 2y S5y () Adslall
&) 8 i Sl Ol X, Yo il OF o Mgd & 058 e Yl
Awia [£¥] Sargent and Bhagharva [zt el (Legiy Ja Y sk 3% 592y
gt ot ol L plin g O gty 2 b

1§11 Banerjee et al. y [£ 0] Dickey et al. i E,PJ'H ESR AL Jels



VA el Al colin 3o @ g o

Sl V1 a5 O ¢ laal NSt 1o Lo o Las Y oda OF V)
ot Wie o Wl o bl Lo g L Cidie Lo 01zt 3 Lot
o bl OF L3 B s~ nuisance parameters dxe 31 olelald
20050 g e) Bl ol Sl Ao g amin 3 gy s ol IS0 21 2y (4]
293 I [EV] Banerjee ef al. y.iy 5 .(5 bl normalization ,pad) i b s Lilii
A8 LS sy ol Uny ¢l il el om0 5 kel it 3 58
s ootz Vel d L et Aol e R ol Jolas Ol 231 (g
Johansen ¢y uila g o 1S 15 e pdall 8 22l LalSh ool (L)t Lty
[0 Y] Gonzalo 31 43 5.[0+ 5 £4] Johansen and Juselius ok g il g2 g [EA]
Jr2V ny (s g o phoal OF 8 211l S s 5l s IS 1y
el o e 55l 35 AW BUal oliot Y san i pde Vo 3 o>
LLabl e e 1[0 V1 Gonzalo HJ‘ O ghadd ‘_;:Js‘-'nfj JEL 5 ewile g
P edla sz gl das 2y bivariate ) Dl G o eiln g sl
vector o S W el JUl 2l da L g piimy i 53 X, iz
: Gaussian errors, e, & 5141 lUas- Y| L“;S autoregressive representation

X =IHX +ILX  +e+ I X +e, (3

28 gaaald Wladas (2x2) I G
oot (1) @lal Lag o1 B LN 331,90 B0 0 (g

ILX=0 (4)
P QU gl e =8 1) JalSl fadas = 0 gt ke i 5 S8
I-TI, -IDy..., -TI =1T° )

3 il Jal S oolgmmta sae rank Lgni s s o (2x2) Bgame J2E T Eom

:%4(2)(1)@.@5?019 TR @J—LAAJ&J &X@Ob:.iihws.\ﬁjll
M=y (6)



55 Dlarles oy oo VY

4.1._:::-_,]'! ib:..:.l! JJLSJ.“ dp.piau.koc' 0'9 lSJ:.;» )&A&)‘@&ZAYJXO\S 1.)1;9
:c,.,a.:JYul.pﬂXu.lsulnormalizedaﬂaJ;,S.g_,
Xt ~ 1(0) 7
Johanseno..él.nﬁ&»ﬁg\jj.cl.la&-m c::-..a.?o\_o.l.a.a‘_,.lsyé):io}:-‘;g
io 4 likelihood ratio test statistic edaalt LISHYH HLzsd Asliam] OF Ao LEA]

:E)wtgﬂj,ﬂ!dﬂt&:bj’f‘!luhbljwaﬂj

L R=TIn(l-}) (8
1S e Sl LlalSze ot ol ikt O pudall B st L] O 0 (3

 Jus EECIWRPICURIPPEPREIE )

LR=T [In (I- &) + In (1- %, )] 9)

Ay 3 Xoy (ams canonical LSlalt ol bLi W ol 4 N
Dolae Loy ¢y pine o (8) 3 I5loe il S 131 X 3 Abolal 3 palh JUT (s dmenes
i OV [EA] Johansen oy ddg .8 dll QoSN Ao s 1gd < Zpp0ae (9)
oLl e 2de ‘a.x_;.x_’a_,.L_UL__uLu__‘,J:c_:JY(9)J(s)n>wL_';LRa__:.L£‘y1
Osterwald-Lenum [£A] Johansen  JLElY foes Ae) sl Vb o do 30 @ 311
(toyl

S il LSy s (Ao Lz ada o s B3] Le AU 35
s\ e 75 54 @l (a3 Ol 35 Y LW 5 st
MelLSI 5 g oL, representation theorem j-ied A s P
vector autoregressive (VAR) (__,SIS SlA£ dona C'; £ o FOMLWY| s UESAY
b tblae L ey 5 pemd idlio) e Sl pineld ST 555 La (e model
Al G5 o )l S8 e D UL o b oW1 oo
3 ol



VYW ) hi s 39 a gV Ja

n n
AXy =a; +B (X "aYl—l)"'Z;‘-iAXtvi +ZYiAYt—i +uy
=1 il (10a,b)
n n
AYI =4a, +B2(Xt—] _aYt"])+Z(piAXl—i +Z¢i AYt*i +Vl

i=l i=1

(10b) AsLall yamdi i 3 ¢ Xy J] Vi 0o Leed! BYAN (108) Dolald 20
B OB il iy B ts JalSS 5 gy pke Al 35 - Sl ol £Y1 (3 Lt O
135 Ll (i 0 o VT g s B30 5 35 ot (6D sl (5503 Gi=1,2)
B o B s OMe 3 gy gy Mg Walto] 51750 Dygine Jo VI Js
il G Jaih

g e A Bl ks o3 gl a8 @il g VT Wile BMe ey
58 bl e il ausuiy saalie 2 g G @t Oliy ol yii
Ll otz st (S s . lnd 2l U5 By ) sl e (3O a3
LSt Lt an ool Jo 48 o structural IS o5 5 (1) I - SLal
Gs,.:‘(.-r).M%—wsﬁzsy(g).gLMl&Jﬂu&M\L_';;;:
of 2 =% 703 g4 (3) .polynomial distributed lag (PDL) is FHUEPRENNE AU
BN iy Oy o2 20 8 M b g o b e o 45 ol 43
ol OTLaS cadis M o idly 3o Llee 3 Aanlel Slalall mar adiis
Aasllei ) S5 Y colas )

st bt s g UL
o I S oy @ VAAY Al J 91 S0l cpn i ¢y e il L
qsxe;_“xbu_jﬂygﬁugumwwmqaguw edag p)440 ale
‘Jssgytju“ifzjiMtﬁ“)u)nd,vt@,apaﬂuﬁﬁ_ﬁm}% «CPI



I Olaker £y A V¢

755 Doty olually 85200 Vs 2SI AN el Jlaud 1254
T 3o oy 530 8 gty 3 gt belias Y Bloailh 5,000 e UL Jo d gead)
ool Sl jlaadd paige izt Sy TOYT(SAMA Ll (63 gandt o all 2
e e (L B Y Il O S ¢V Y I ¢l Jdas
ol il Jlze W gpon 350 Y 1 a p ol 2aSn 50 Gy JEU s
gt 15 iy e J Y 55 Min OT LS L a5 cym oy S0 MY 5 Bn pS3
o plaalls et jlacd Ao gV 1«0 ) dend) sl il (oaladl
LSLall i J) 5t d V5 aa ot jandl 5T gl s B Y A
Sadl g o (LAl ) (e S e @ el i Jdns
(N0 =VAAA ale e IV etdh) Al pall 5 s 7V v 0 Ja gt (3 Sl
t;:JmJL,..UmJ.ayoiz_-,_M1¢,.aoiy1 AN 3TN Galn Y ebial i s
IAVE bl 3 ik o 1890 VAR ile (33,08 Ly
Thin Jladl Canvay cinass o 231 B pu Y o (53 32t PUIJE FIREN
Ogabe VOA (21380 ol s I C'J|L;>5JLA1WS’1:M&A§J.Mmket

H_..J‘J.T'LabiJlBJﬁ?‘JJ@LS.MM\,ﬂ\JiBML’;’Y okl @z e gt 33 0Ty (0
il b S g 2 g Tl ys a2l e OF W) ¢ Jlasd eSO ) Bl Y ety
LS et ) b 5aS Jlad S phainzisly LSV [COPVEN BN B SPRY ey
W“ﬁwus.:_.,\opmeapj,L\Cp)‘y1,L_;u,i;1__Mﬁu,__“_;,sbw;ﬁjau,).un;;i
log1Fama il ol e dosl b |ﬁymrp|&xu\gumgww

oy e jlan (ple 8 B0 4B et o b Y oSt Jland e of JH3dt d (U
1,..1@1‘1»;&&1‘aug—_.uJﬁﬁngﬁoidmmuusymdjumzu‘CL_.n
¢ oy atnmdly Sl b oo dmitia W1 25U T VI CPL o g ot @ 1 (g Sl
@J,lui_»JRyumyp}.“MU\fasM1lejwj;s‘_;.ug-_,ﬂuwju
Ao 0] Frisch Jityjl'. sl eda L3 5 e iabcll ole g gl s



Vo S NS NN Do, TN

3 Lpogeed Uslis ¢ S sas s (b LV T e B 5 iy ¢ g
o5 b g L r\%irbd_,ullr.g_.ﬁl e i 454 8,4 () V040 5l
LA)JbJ)L_.LaYogllj_»cl,«.«:.q.(w.mhwﬁbmu.aﬂ ) g Ogcde VoY
o Ja pa) Dole LT YOV SVl sue < (Gl otV Lo e 71T sl
o e p1990 ple (8 2l gl gV se O V) (Logen £Y0 Dslo IS
Al Jlar) e V) Ly Hlbe YY" s (Jlm 31 0 710) wn ks VYV
Symindy (ag £ \A_EJLHP;.;..]L“}.»)AJ:L.M.AJIY‘lYuY.:l..lb.u-cL__,
et 3 Vol @ n dlWl Gl e 8400y delialls oleddd Aol
chg_ﬂu.x_:.g__:}u.edﬂt;ﬂgou.u.%mw V48t ale i .lgzady
AN+ oy SN 58,00 3 8 gl AN S 5S0 B delally L EA sy gl
o AT acg el oda (s 1y Y20 ale 3y (Sl Yt 0 A D)
V8 el g sde Yl
.a_.,bmJ_;QL,__;;&;L,.,JU.'L}_Q;JL;:-.tG;L:;(\)PJJ‘JJ.L_yC_@x
r25e e gl LR oSl i Sl bl o3 ) ey o ol oday
(LD &eleally (LBD) & 3 clellas lanl 2250 @5 )l 8 LI s G ol
S ol 3 bl & azad) ZasSU Syl sl & 455 (LS el
Akaike SLSG HLae o ol SN BLOV e SHatall adht s e A1 U3
g Sy g5 A bl ¢ U Oy, = sk Sl (3 o criterion
BA_a-)JUJ.q-u.ln:t_s_,;ialJ__;:.Uaim@anTJJ&ly@p__g.g?biaﬂwidL;
Gl 3 ASLL) Jo V1 G o] e AS L eas ST Y] (1) 2SL ,2)

(difference stationary

Fodaeale 3y cJL, 0 de Vs i, s e £ Jlge 213A0 ple Ll wguote &Ly (V)



B Olardas 12 e

1

) pizald Buam gt o D jLas il () ) g

PP ADF pacd)

< " < i

-3.01 1.72 -2.69 1.74 (LP) St slad 250
(-9.68) (-9.53) (-9.70) (-9.50)

-1.91 0.17 2.00 0.30 (UMD (3 gt Jlacd S50
(-6.61) (-6.21) (-5.29) (-5.31)

-1.39 0.65 -1.39 0.77 (LBD) a0t jlad jii5e
(-6.62) (-6.61) (-5.26) (-5.19)

-1.86 0.84 -1.84 1.03 (L) dsleall jlacd ,23e
(-6.57) (-6.55) (-5.66) (-5.60)

-2.06 -0.44 -1.76 -0.37 (LSD) coleddt jlaud 250
(-7.28) (-7.38) (-5.38) (-5.43)

-1.95 = /OZEL;JZMJJ-:\:-}| (g.:i.“g.nJ ol.i‘_,i\;-lu.l:-dj)‘)\;a-‘)“(‘) CJUHD-W
351 ¢ Zoa.aj,_;_,;w-m.aq-}\ﬁal.fjotéijg_,c»ce)tgs-il(g)
Mdjylé_g‘,dl;l.::-y’l(:-)

.Mackinnon (1941,p.275) (pe 53 g-la Tyt s *

il JolSS o by KaASze sy J2 il pinald A3l JuShat OV 1k

JLE O 2 el S Ay s s o g St AT 25 WIS oy Vigh
ol xll oda e linear combination 44 g5 2 529 g_-._:,u\:.l..w\.u O eSS d o
J_a.,aa_?ﬂuo_‘msaugpmmoiyﬁaimnm_‘;)Jsiz_w;;,.aa,ut&u
J.aki‘:ﬂl:l.aaﬁjyéﬁﬂ!&iﬁ;Yiwéawil@ﬁﬂj_ﬂlda\&ﬂj.(iﬁu)
JL_;,-.\op\uj.@\Ju\yoﬁ;;L\wJ_?"ytudbLg;;b:uym;RJL_,-_H
OF ks I IS Tslis BpladV it oo 8 sl 50 8 psll S
(il Sohgmaa ¥l o A J20) 2V by R b5 liedl (e SN
C,qoidﬂ_yL»,J;,___.—.,_,.:sj;.wﬁt_i;n%g—.uG:u(w)rsJJ,.Lé_.nubﬂ,



Y. e A s 3 g1 L

eiba i Bl LSS G b ) gt ¢ 201 4 2 2l LSl Lz
Sy « @) Bp2ll JolSI dolan By e 0 g ponekid s M gim S olplzsd
ol oo b ad ) BUS e Ao U5 (2) @08, Uslaad O gl s s 50 A8l

Bl oSl ot s T () oy J g

FW arcll Lod Aol st St gl
r<( .05 6.53 7.61 LP vs. LMI1
r<l 01 1.08 1.08

ADF=-0.95 (-5.70) PP=-1.08 (-8.35) CIDW=.08

r<o 078 9.77 11.35 LP vs. LBI

r<] 015 1.58 1.58

ADF=-1.04 (-6.04) PP=-1.14(-8.73) CIDW=08

r<0 071 8.56 9.79 LP vs. LII

rsl 012 1.23 1.23

ADF=-1.74 (-6.34) PP=-1.66 (-8.87) CIDW=07
r<0 048 5.85 6.8 LP vs. LSI

1<l 009 0.95 0.95

ADF=-0.81 (-5.50) PP=-0.97 (-8.30) CIDW=.06
I3 e 0o ¢, €345 = PPy ADF J /0 38 (g gren e dm 4 Bl ¢ 1 llin S
o i3pmla <038=CIDW Lo 1 it ¢ Sy W1 G5 y,a) PRI R YN

.Banerjee er al. (1946, p.209)
ALY (11445384 ) alaall Bl zsY 70 A8 (g yms kie o Al L)l e
{12,535 3.34)
-Osterwald-Lenum (1952, table 1) + 2ye 55 g5l (puilan g L) 8 2800 LIS J\sY) 2o 4 il




e R 1A

O Y A ph B30 3 g5 pde) Sl (g e JASS 0 g ol [0

(ol B b Lo o A BN LET Jlest Yol oenal ¢ b (o i)
Jer I (3 galdly L VB e s (10 a, b) Aolas ) B (i71,2) 2! 53U
S G l) Lalesdh st gal (g Apredt DAl S (V) 035 J gt 2 5 e
FaS 5 gl Ll A5 @3l Jhney ety dolisally Bl oy JS il ye
ade J) ot o255 SUSGY et o3 31 Uas ez 15 (0TI Hisiao 2y o o
Jﬂt_i-.nau__;-}tg‘;\.g.gw_pﬂmg&u@tjﬁuaguéigwam>ﬁj
S35 gone reioa o A il eSS s g5 OF JY 18] Granger oty S o 8 2
3V sl 3 g 3 oy s8I BN e dots olE (3 Lagiy A B
w@i@@@)&c:ﬁjwcﬁg‘ouﬁlﬁwﬁbj(«.és,hﬂ\deHWE
3w @izt dons o3liy ¢ Sy wlaadt pllad e ) oival dae o0
358 oo SN 3l pag ¥ o (AR R B (g prae b o pe LR 23

Bde-lg

el AN Pt &ﬂ-ﬂ ¥4 "jj J)-G."l

ABYalt da b F dlar gret
i 1.73 LMI <LP
ddw 0.46 LP <LMI
& 0.24 LBl <LP
o 1.14 LP <LBI
Ao gn 1.46 LIl <LP
dom 9o 1.17 LP <Lil
i go 248" LSI < LP
i 441" LP <LSI

F(4.97)= 245 /043 ¢ grums Lo Ao Al Lol 1 ola>dha
L7Y Y die &y gime ¥3) 10 18 (5 grmnn A5 &y gran ddlam Y1 *
(F =1.25) pl el icbta ol g oy 91 o L &y s o ol
A pypie o Dl BN ) 25 ¢



14 il L e Y aguVI fa

sy, et b bt pUadl 5L LU Y1) 2l e por 55
el @ A 3 L aa 8 podld ol BVl Hliid il sbom 2k
et Jme 3G OF J1 5 L a8 i o sl OF Y] Baaze ol g Lo YN
¢de|uu@;@yguguﬂﬁu&&§xuj (JE St Bl e IS
Fisher ;5.5 30 i 3 [ G 1y cieluall Ble e o po 3l e OF e
-effect
S eVl e 8l by ol i (5 5 0 88 A 2,405 1,
Sl g ) 5 £ A ¢ ale glall B ol 3eliS Jo Ll ¢ b milly (93 2t 5 g
Lo a1 ) 35 23y st o3 5 YT Ol 5, b 5k plinaly eiaadl oy
uw«,_uk;.tguj)g_x&_.@csfe@ FRRELIY S A PRVE RIS TH
k) e Gllay (weakly rational  diazll Z3Saa! z254 [OVI Mishkin joad o
092 yosam OF 580 ¥ @iead] O 6] e@msﬁwwwhg@zqﬁn}w@s
«Box-Jenkins ;S S 5 23 08 o LW Ly Lol A o g ALl 3 gl 0 g
e Lpa bt (e 0 el () 5 oo ol pdas SO 23 40t s e
@M 5ol OF Sl pladbd 0dim oo g st () il 3 gl s (L)
&4 kil Autoregressive-Integrated Moving Average (ARIMA, (1,0,1) Loyl e i)le
(229 -Polynomial Distributed Lag (PDL) model 455 4l 5 gddt 28 cla V1 Tk
Slymdllods J] 258 o PDL B11) oy 3 )e 23 el L OF Lzt Y1
= B Ll M gkl e e u @l Loyl 1 OLAAS Tl G5l
Dt A e Sl Sl 5 OF 3L A e i ks o B g OF ol 2
PR e e 3Ll adn clal o 5 5Us Jean s .Random Walk (RW) Sl
pSedd Bole sy (g3J) - root mean squared error (RMSE) Uai! o gagpe
Hopd Ll 1 bl o i sy IS 23501 O s — 3 B3 e



S Ok o s Y

g, L3 58 @3 RMSE=.0075) il giuall Jledl 723 98 4y < (RMSE=.0073) 723 5o
(Lege JSI RMSE=10076) +Uas)1y

s A o)l 3 (B s 08 @ S b o (S
: S I 3 4
RSP,= C{(L)RSP;.+ ay INFA+ a;; INFR* b;Trend + E; an

31 pllad (eedl He) et s @)L ol S5V By AN RSPy S
oL£1 Trend « o3 5l 5 @ et Joons INFR, ¢ o5 ) @sedadl Jans INFA, ¢t 20
el s yhee gl Ja gt Jlpde dom By ¢ 5

Price Jlasd1 3 gad lalt 31 Suliie e CUL) sladt Slelan § 50 rons
adjustment ot Jolae M 1-Ci(L) all %y 5 Gordon [04]5 Ahmed [0 Al Inertia
Lttt ot s OLS ¢ promaddl domd gl s CUL) 12781 LJSS ccoeficient
1S ST O e andt B2 0,50 Sy

>y SV E (ot nneio p 3LV 2 Ol i) Sy
o a5 ) la B Al Al 2 55 a8 (CH(1)=0 VO ST s
(5 o DoV sl S 7 dnlo iy Lol it o B a5 5 (o1 FDRPE
Sl 3o gadl an gy o LU &do 3t Ll . Lucas-Sargent-Wallace (LWS)
Lo, <1 1) @izl pon a8l o joeld 8 o LSt 22285 La8 . 0< Gy (L)< 1)
(GAP) 3yl @l Tl yal) ot B ya3 5

it pieadt P ey (1) A5l il 7 (8) @B, J st o
et AV s O iy Syt e ey ¢ JSS G gmdt Hle o a3 gl 2 g o352
W3 A 5 I e @ BRI e SR ek 6 e



1 el Lo alia Dha wg ) Jo

Ll by aB ) eadl J it jasde () @8y J g
St 4 g gl
B ST 1, S5 sl
B b pige Wiga pb g pbga gt abgu aBgs b by
e S Gl G Ll e e carpe Sl e

Gl e e e e e I cae B0 A5

e ol e Cagr Carps oo g oo bl Ll

I
e el Ll sdle cepe Ll coge ol 2

AN ZBLgJ;MmJa—dju#.foiﬁéwmgijaidlxx* reldamYhe

OLS el o Gl dile 3 el 230 OF e L3001 s o gt i

uJiJMucsﬂxrtm|uugéﬂnwlﬁtuxuéﬁﬁjiup
s Bl aste G, Ll e pa 3l O s o v olad 3 S )
Mwun;ﬂnguﬁmw,‘gﬂé@u%y,‘csj:hﬁf.rs..w
J,__‘;JC:B_};U‘._&_.‘azjloic&g%.a&ﬂl@ﬂéiﬁdbb&%lmlﬁéﬁi
Ut 3 e Lo VU 1S 3z po 3l L cisliall e (3 bgna 0135 Y o)
Mﬂﬁ[ﬂwl{bi.%ﬁuﬂhﬁ@cC)'Laj‘,:‘ﬂ.L:JJ:JL;'I}.L\J'._)L.\UCS}E
B @l ol g8 ez e OF e oot pllad 6l 3 ae gy
St 35 00 )b et Ul L g 001 10 S 0y « L1 1 3 Lyina 30 Y
B 5 A b e B ek Wl Raek 4 300y ¢ oloudt plah e 3 (g gine

13-
J s c gl atiate Sl @l JAag gt sl g TN = fas
oin Ba 0S5 200 i i U Ly o Le s 30l o 0 g 61 )



I Olahas oy A AR

KPONI U NE PEFPEEI N FWVISUE £V R ST e YOS P E PP SRESY
VDNl ods e Gl gy gl plasesl @ Badi i 1Y a5 (50 32l
SN B BN b oyn S8 Gl el WY oy 8 bl JolSE oty J 5V
A 15 DoV ol ) eseiatht Jaas e 231 0 gl 2 V1 Ayl B e
JoSS 3 gmp pde ) el s oolad gt 5 Rl el ol plbaaly o g2 b
ST Jo 1 Agh T BMe 325 pde JW g eiviadl Jhaay wpu VT B pe (o 20
I 3 L e 3 gy pke J) il ¢ 5 ol OF LaS g il cpdn (g o4
3 goil] Lol Lozl 0o (S0 e Slautdhd pUad Lo 5 bzl Snn (2 s Lo jnadl
B 3 ks A esadlt BN i il 525y g 2B e iy e 3L A
G gl Lo 5 oy @Sviadl Jonn (s Wil ] &y yian Mo 0 g2 g oo J) gt 15
Jitas o b Lo g st Cadid o 33 e JS delially 80t g Wles ¢ IS8
Ugran 3 dadb a3l b @Snadll OF lo gl s Lo bl wgual Wiles ouadl
wloddl wgud Wle 3 e JS05

Lo b b)) ¢ g gl gV Sy (o p203 Bedo 3 LI J) 23 st o e
aldsed 3 gt lin 3aliST J) 35 LaS (T Ll s 3 SUIS 5 2\l Ll
e ld gk S Y 1L 5 market efficiency (3 gt 36LiS Lo ) Lass s e cols dall
o5 LS L bl wloglan e el dsle b T e J pndd V1 3 sl
iz good hedge Llia 13Ms A OF (S8 £s ganedt wgees V1 Of il s o oLy J 5300
St V) il e 055G 4B @ity ) Akl Lt e O gl 13l S ey
e 32U J L) ¢ Ly e J gkl Uy Bz S0 ULy 5 i) o g1 3
Wu,,ts,;nL,J:q.._.:ﬂm.&,w&N|¢M|ﬂthlgM14wi;|da
u,;guCuﬁxc.qsu.!:inguvmw@_,ijafm@@gwm@ywuu
SN T B Lols Lol eitl] a2 )03 codd A Gl Uia delay 6 401
(oo plladll g0 4 4l



Yy eeppnatll s ailie 33w gl fa

oo s Oy Lol )l odg ¢ fazd Le 28T il odin Jad 9Tl e OF W)
plaaa¥l Byt a1 g OF oL (e ity Ln Bt o a5 LT V) G gl 3L
Sl 3022 Gyt s ehof (3 355 O oS A ARl ol god! Ayt I3y ¢l
cae M aad 3 Lol Sl ghalt ST di ) gy ol I POIWERU OV PP
a1 3 A laclt LSt Ty cdadimll 8 5 Rakazll 5, Bl LI B%e Aty SIS



I Dl o7 dasm \f

H‘ J.U

Minford, P. Rational Expectations Macroeconomics: An Introductory Handbook. [\]
Oxford: Blackwell, 1992,

Butler, K. and Malaikan, S. “Efficiency and Inefficiency in Thinly Traded Markets: [T]
Kuwait and Saudi Arabia.” Journal of Banking and Finance, 16, (1991).

AlTurki, S.M. and AlBazai, H. Rational Expectation and Market Efficiency: A Study [T]
of the Saudi Stock Market. Center for Research and Human Resources
Development, College of Business and Economics, King Saud University,

1993.

Granger, C. W. I. “Development in the Study of Co-integrated Economic [E]
Variables.” Oxford Bulletin of Economics and Statistics, 48 (1986), 213-

228.

Muth, J. F. “Rational Expectations and the Theory of Price Movements.” Economic [0]
Journal, 29 (1960), 315-351. _

Lucas, R. “Some Intenational Evidence on Output-infition Trade-offs.” American [‘1]
Economic Review, 68 (1973), 326-334.

Sargent, T. J. and Wallace, N. “Rational Expectations, the Optimal Monetary [Y]
Instrument and the Optimal Money Supply Rule.” Journal of Political
Economy, 83 (1975), 241-254.

Bodie, Z. “Common Stocks as a Hedge against Inflation.” Journal of Finance, 31 [A]
(1967), 459-470.

Gultekin, N. B. “Stock Market Returns and Inflation: Evidence from Other Countries.” [‘\]
Journal of Finance, 38 (1983), 49-65.

Kaul, G. “Stock Returns and Inflation: The Role of the Monetary Sector.” Journal [\ . ]
of Financial Economics, 18 (1987), 253-276

Holland, A. S. “Inflation and Uncertainty: Tests for Temporal Ordering.” Journal [\ \]
of Money, Credit, and Banking, 27 (1995), 827-837.

Friedman, M. “Noble Lecture: Inflation and Unemployment.” Journal of Political [\ T]
Economy, 85 (1976), 451-472.

Ely, D.P.and Robinson, K. J. “Stock Returns and Inflation: Further Tests of the Role [\ T']
of the Central Bank.” Journal of Macroeconomics, 14 (1992), 525-543

Carmicheal, B. “Anticipated Inflation and the Stock Market.” Canadian Journal [ ¢]
of Economics, 18 (1985), 285-293.



Yo el A s SN HJ}H Je

Schwert, G. W. “The Adjustment of Stock Prices to Inflation.” Jowrnal of [\ 0]

Finance, 36 (1981), 15-29.

Fama, E. “Stock Returns, Real Activity, Inflation and Money.” American Economic [\ 'l]
Review, 71 (1981), 545-565,

Pearce, D. K. and Roley, V. V. “Stock Prices and Economic News.” Journal of [\ V]
Business, 58 (1985), 49-67.

McQueen, G. and Roley, V. V. “Stock Prices, News, and Business Conditions.” [\ A]
Review of Financial Studies, 6 (1993), 683-707.

Hardouvelis, G. A. “Macroeconomic Information and Stock Prices.” Journal of [\ ‘\]
Economics and Business, 39 (1987), 131-140.

Geske, R. and Roll, R. “The Fiscal and Monetary Linkage between Stock Returns [Y . ]
and Inflation.” Journal of Finance, 38 (1983), 49-65.

Ely, D. P. and Robinson, K. J. “The Stock Market and Inflation: A Synthesis of [T \]
the Theory and Evidence.” Federal Reserve Bank of Dallas Economic
Review, (March 1989), 17-29,

Svensson, L. E. O. “Money and Asset Prices in a Cash-in-Advance Economy.” [T Y]
Journal of Political Economy, 93 (1985), 919-944.

Marshall, D. “Inflation and Asset Returns in a Monetary Economy.” Journal of [T T‘]
Finance, 47 (1992), 1315-1342.

Feldstein, M. “Inflation and the Stock Market.” American Economic Review, 70 [Y i]
(1980), 839-847.

Gonedes, N. “Evidence on the Tax Effect of Inflation under Historical Cost [\‘ 0]
Accounting Methods.” Journal of Business, 54 (1981), 227-270.

Modigliani, F. and Cohn, R. A. “Inflation and the Stock Market.” Financial [Y ‘l]
Analyst Journal, 35 (1979), 24-44.

Summers, L. H. “The Nonadjustment of Nominal Interest Rates: A Study of the [Y V]
Fisher Effect.” In: Tobin, J. (Ed.). Macroeconomics, Prices and Quantities.”
Washington, D.C.: Brookings Institution, 1983.

Eckstein, Z. and Leiderman, L. “Seigniorage and the Welfare Cost of Inflation.” [\‘ /\]
Journal of Monetary Economics, 29 (1992), 389-410.

Stulz, R. M. “Asset Pricing and Expected Inflation.” Journal of Finance, 41 (1986), [\‘ ﬁ]
209-223,

Boudoukh, J. and Richardson, M. “Stock Returns and Inflation: A Long-Horizon [T" ]
Perspective.” American Economic Review, (1993), 1346-1355.

Kessel, R. A. “Inflation Caused Wealth Redistribution: A Test of a Hypothesis.” [T'\]
American Economic Review, 46 (1956), 128-141



T Oladks o e T

Evans, M. and Wachtel, P. “Inflation Regimes and the Sources of Inflation [T’\‘]
Uncertainty.” Journal of Money, Credit, and Banking, 25 (1993), 475-511.

Huziniga, J. “Inflation Uncertainty, Relative Price Uncertainty, and Investment in [T‘Y‘]
U.S. Manufacturing.” Journal of Money, Credit, and Banking, 25 (1993),
521-549.

French, K. R., Ruback, R.S. and Schwert, G. W. “Effects of Nominal Contracting [T’ 2]
on Stock Returns.” Journal of Political Economy, 31(1983), 70-96.

Bernard, V. L. “Unanticipated Inflation and the Value of the Firm.” Journal of [T‘O]
Financial Economics, 15 (1986), 285-321.

Pearce, D. K. and Roley, V. V. “Firm Characteristics, Unanticipated Inflation, and [Y"\]
Stock Returns.” Journal of Finance, 43 (1988), 965-981.

Dickey, D. A.and Fuller, W.A. “Distribution of the Estimators for Autoregressive [T V]
Time Series with a Unit Root.” Journal of the American Statistical
Association, 74 (1979), 427-431.

Dickey, D. A. and Fuller, W.A. “Liketihood Ratio Statistical for Autoregressive [W\]
Time Series with a Unit Root.” Econometrica, 49 (1981), 1057-1072.

Phillips, P. C. B. “Time Series Regression with a Unit Root.” Econometrica, 55 [T’ﬁ]
{1987), 277-301,

Phillips, P. C. B, and Perron, P. “Testing for a Unit Root in Time Series [i ]
Regression.” Biometrika, 75 (1988), 335-346.

Mackinnon, J. “Critical Values for Cointegration Tests.” In: R. F. Engle and C. [t \]
W.J. Granger (Eds.). Long-run Economic Relationships: Readings in
Cointegration Oxford: Oxford Univeristy Press, 1991.

Charemza, W.W. and Deadman, D. F. “New Directions in Econometric Practice.” [i T]
Vermont: Edward Elgar, 1992.

Sargan, J.D. and Bhargava, A. “Testing Residuals from Least Squares Regression [t T]
for Being Generated by the Gaussian Random Walk.” Econometrica, 51
(1983), 153-174.

Engle, R. and Granger, C. W. J. “Co-Integration and Error Correction: Representation, [i i]
Estimation, and Testing.” Econometrica, 55 (1987), 251-276.

Dickey, D., Jansen D. and Thomton, D. “A Primer on Cointegration with an [i 0]
Application to Money and Income.” Federal Reserve Bank of St. Louis
Review, 73 (1991),58-78.

Baneriee, A., Dolado, J.J., Galbraith, J. W. and Hendry, D. Co-Integration, Error [i"L]
Correction, and the Econometric Analysis of Non-stationary Data. Oxford:
Oxford University Press, 1993.



Yy PE A W P R PP U P

Banerjee, A., J. J. Dolado, D. F. Hendry and Smith, G.W. “Exploring Equilibrium [f.\/]
Relationships in Economics through Static Models: Some Monte Carlo
Evidence.” Oxford Bulletin of Economics and Statistics, 48 (1986), 253-277.

Johansen, S. “Statistical Analysis of Cointegration Vectors.” Journal of Economic [i/\]
Dynamics and Control, 12 (1988), 231-254.

Johansen J. and Juselius, K.“Maximum Likelihood Estimation and Inference on [H]
Cointegration  with Applications to the Demand for Money.” Oxford Bulletin
of Economics and Statistics, 52 (1990), 169-210.

Johansen J. and Juselius, K.“Testing Structural Hypotheses in a Multivariate [o ]
Cointegration Analysis of the PPP and UIP for UK.” Jowrnal of
Econometrics, 53 (1992), 211-244,

Gonzalo, C. “Five Alternative Methods of Estimating Long-run Equilibrium [0 \]
Relationship,” Journal of Econometrics, 60 (1994), 203-233.

Osterwald-Lenum. “A Note with Fractiles of the Asymptotic Distribution of the [° Y]
Maximum Likelihood Cointegration Rank Test Statistics: Four Cases.”
Onxford Bulletin of Economics and Statistics, 45 (1992), 461-472.

Saudi Arabian Monetary Agency (SAMAY). Money and Banking Statistics, Riyadh, [0 Y‘]
Various issues.

Fama, E. “Foundations of Finance.” New York: Basic Books, 1976. [0 t]

Frisch, H. “Theories of Inflation.” Cambridge, Cambridge University Press, 1983. [0 °]

Hsiao, C. “Autoregressive Modelling and Money-income Causality Detection.” [o 1]
Journal of Monetary Economics, 7 (1981), 85-106.

Mishkin, F.S.“A Rational Expectations Approach to Macroeconomics.” Chicago: [0 V]
Chicago: University Press, 1983.

Ahmed, 5. “Wage Stickiness and the Non-neutrality of Money: A Cross-Industry [OA]
Analysis.” Journal of Monetary Economics, 20 (1987), 25-50.

Gordon, R. J. "Price Inertia and Policy Effectiveness in the United States, 1890- [0 “.]
1980." Journal of Political Economy, 90 (1982), 1087-1117.



S Ol o L YA

Are Stocks a Good Hedge against Inflation:
A Study of the Relationships between Stock Returns

and Inflation in Saudi Arabia

Hamad S. Al-Bazai
Econontics Department, King Saud University
Riyadh, Saudi Arabia

Abstract. This paper uses monthly data to investigate the relationship berween inflation rate and stock returns
in the Saudi Stock market (Fisher effect). It uses cointegration approach and causality analysis to determine the
direction of causation between the variables { overall market return and the return of stocks in the most traded
sectors, banking, industry, and services). Before testing for cointegration, statistical properties of the data have
been analyzed using unit oot tests, It was found that each series is difference stationary. The empirical results
do not lend support to the existence of cointegration between inflation rate and the different stock retumns. This
means that there is no long-run equilibrium relationships between these variables. Causality tests suggest no
¢clear causality pattern between inflation rate and stock returns. The paper also generates expectations about
inflation using different approaches. It is found that neither expected nor unexpected inflation affects stock
returns. These results hold regardless of the expectations generating process. The only exception is the effect
of unexpected inflation on services stock returns which is significant. However, the overall results support the
Fisher hypothesis ( reject Fama proxy hypothesis) and, thus, it can be said the Saudi stocks may be considered
a good hedge against inflation.



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

