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Abstract: This paper examines the effects of selected macroeconomic variables 

on the New Zealand stock market .  The exponential GARCH (Nelson, 1991) 

model is applied. It  finds that New Zealand’s  stock market index is positively 

influenced by real GDP and the world stock market index and negatively 

affected by the ratio of the government debt  to GDP, the domestic real interest  

rate, the nominal NZD/USD exchange rate, the domestic expected inflation rate , 

and the U.S. government bond yield . There is a structural break for t he 

relationship between the stock market index and the M3/GDP ratio , being 

positive during 1994.Q1-2007.Q4 and negative during 2008.Q1-2010.Q2. 

Therefore, to maintain a robust stock market, the authorities are expected to 

pursue economic growth, fiscal prudence, a proper ratio of the money supply to 

GDP, a lower real interest rate, appreciation of the New Zealand dollar,  and/or a 

lower expected inflation rate.  
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1. Introduction 

The recent global financial crisis  had caused New Zealand to suffer a substantial 

decline in the value of financial assets including stocks.  The NZX 50 index 

dropped 44.2% during October 2007 –  March 2009, which was better  than the 

56.8% decline of S&P 500 during its recent worst -performing period. By March 

2012, the NZX 50 index was still  20.4% below the pre-crisis high. The 

substantial decline in stock prices is expected to result  in  negative impacts on 

household consumption spending through the wealth effect,  business investment 

spending through Tobin’s q theory and the balance-sheet effect, international 

capital flows, the demand for money, and other business and economic 

variables.  

This paper examines the impacts of selected economic variables on the New 

Zealand stock market  with the following focuses. First , the paper presents 

theoretical analysis to find the possible relationship between the stock market 

index and the government debt , the money supply or the exchange rate. Second, 
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this study incorporates the world stock market index and the world interest  rate 

as the New Zealand stock market is expected to be affected by the world stock 

market and as international investors compare the attractiveness of financial 

assets in different countries in order to increase the rate of return on their 

financial assets.  Third, the exponential GARCH (Nelson, 1991) model is applied 

in empirical work in order to estimate the variance equation properly.  

 

2. Literature Survey 

Several recent studies have examined the impacts of selected macroeconomic 

variables on the stock market index for New Zealand and related countries .  

Durham (2001) studies the relationship between stock market performance and 

monetary policy for 16 countries including New Zealand. He shows that the 

effect of monetary policy changes is less sturdy, becom es weaker and is 

diminishing when alternative measures of monetary policy is considered.  

Studying the long-term relationship between real stock returns and inflation for 

16 industrial countries including New Zealand, Rapach (2002) reveals that there 

is lack of evidence of a negative response of real stock returns to a permanent 

shock to inflation and that there is support for a neutral relationship between 

real stock returns and inflation.  

Eichengreen and Tong (2003) investigate stock market volatil ity and selected 

macroeconomic variables for 12 industrial countries including New Zealand and 

11 emerging markets. They show that for New Zealand, stock return volatili ty 

decreases initially, rises later,  and then declines again. There is unit  root before 

spline,  and there is no unit root after spline. They also indicate that stock 

market volatil ity is associated with monetary policy volatil ity and that a fixed 

exchange rate system results in a lower stock market volatil ity than a flexible 

exchange rate system.     

Based on the Johansen test,  Narayan and Smyth (200 5) report that New 

Zealand’s stock market and any of the stock markets in Australia and the G7 

countries do not have a long-term relationship, suggesting that international 

investors may engage in portfol io diversification in order to reduce the risk.  

Gan, Lee, Yong and Zhang (2006) examine the New Zealand stock index based 

on seven macroeconomic variables and a sample during 1990 -2003. They find 

lack of support for the argument that the stock index is a l eading indicator for 

other macroeconomic factors. They show that most of the variance in the stock 

index can be explained by the lagged stock index, the interest rates, the M1 

money supply and real GDP whereas the exchange rate, the inflation rate and the 

domestic retail oil  price play minor roles after two years.  

Maghrebi, Holmes and Pentecost (2006) analyze stock market and exchange 

market volatil ity for the Pacific Basin countries including New Zealand. They 

find that stock market volatil ity is more sens itive to currency depreciation than 

appreciation and more sensitive to bad news about stocks than good news and 
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that currency depreciation combined with bad news about stocks are expected to 

produce higher volatil ity in the currency market.   

Choi, Fang and Fu (2007) show that before the 1997 stock market crash, a 

higher exchange rate volatili ty is associated with a lower stock market volatility 

whereas after the 1997 stock market crash, these volatility spillovers chan ged to 

a positive relationship. Before the 1997 stock market crash, stock market 

volatility spillovers  significantly to NZD foreign exchange market but not after.  

Kim and Nguyen (2009) study the impacts of monetary policy news of increased 

interest rates on returns and return volatility for 12  Asia-Pacific countries. For 

New Zealand, the Fed news does not affect stock returns but increases return 

volatility whereas the ECB news reduces stock returns but increases return 

volatility.   

 

3. The Model 

Extending previous studies, we can express the New Zealand stock market index 

as: 

?????

),,,,,,,( **



 RSRMDYZN e
                                    (1) 

where 

N = the stock market index in New Zealand, 

Y = real output,  

D = the government debt, 

M = the money supply,  

R = domestic real interest rate,  
  = the NZD/USD exchange rate  (An increase means a  depreciation of the 

New Zealand dollar.),  
e  = the expected inflation rate,  
*S  = the world stock market index, and  
*R  = the world interest rate.  

We expect that in the long run, the New Zealand stock market index has a 

positive relationship with real output and the world stock market index, a 

negative relationship with the  domestic real interest rate , and an unclear  

relationship with the government debt , the money supply, the NZD/USD 

exchange rate , the expected inflation rate or the world interest rate.  

More government debt or deficit is expected to increase aggregate expenditures 

(AE) and business opportunities at least in the  short run,  the price level (P) and  

the nominal interest rate  (r),  the demand for financial assets including stocks 

(E) due to the theoretic portfolio approach, and raise tax liabilities (T) in the 
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future (Brunner, 1961; Cagan, 1972; Barro, 1974; Feldstein, 1982; Hoelscher, 

1986; Darrat, 1990a, 1990b): 

DTDEDrDPDAE TNENrNPNAEN
D

N 


 > or < 0                                     (2) 

where 

.0,0,0,0,0  DDDDD TErPAE  

Because the sign of the first  and fourth terms is positive whereas the sign of the 

remaining terms is negative , the net impact of more government deficit  is 

unclear.  

More money supply tends to change the nominal  interest rate  (r),  increase 

output, the demand for stocks  (E) due to the portfolio adjustment , the price level  

and the expected inflation rate  (Bulmash and Trivoli, 1991; Abdullah and 

Hayworth, 1993;  Dhakal, Kandil and Sharma, 1993; Mukherjee and Naka, 1995; 

Cheung and Lai, 1999; Wongbangpo and Sharma, 2002; Chaudhuri and Smiles, 

2004; Ratanapakorn and Sharma, 2007; Humpe  and Macmillan, 2009): 

e
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where 

.0,0,0,0,0  e
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The sign in the first term may be negative or positive depending upon whether 

the liquidity effect would dominate other effects.  The sign of the second and 

third terms is posit ive whereas the sign of the remaining terms is negative.  

Therefore, the net effect is ambiguous.  

A depreciation of the New Zealand dollar  is expected to increase exports (X), 

import costs (C) and domestic prices, and reduce international capital inflows  

(CI) to New Zealand (Abdullah and Hayworth, 1993;  Mukherjee and Naka, 1995;  

Choi, 1995; Ajayi and Mougoue, 1996; Abdalla and Murinde, 1997; Nieh and Lee, 

2001; Wongbangpo and Sharma, 2002; Kim, 2003): 


CINPNCNXNN

CIPCX 


 > or <0                                      (4)  

where 

.0,0,0,0   CIPCX  

Since the sign of the first  term in equation (4) is positive whereas the sign of 

the remaining terms is negative, the net impact is uncertain.  
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A higher expected inflation rate may increase s tock prices as stocks are a hedge 

against inflation or reduce stock prices due to the negative impact of a higher 

inflation rate on economic and business activities  (Fisher, 1930; Fama, 1981; 

Rapach, 2002). A higher world interest rate is expected to cause the New 

Zealand dollar to depreciate and increase its exports  but reduce international 

capital inflows to New Zealand and the demand for financial assets including 

stocks.   

A preliminary analysis of the data indicates that the New Zealand stock market 

index and the ratio of  the money supply to GDP exhibit  a structural break after 

2007.Q4. Hence, the following equation including the intercept and interactive 

binary variables is estimated in empirical work:  

),,,,,,,,,( ** RSRMBMBDYZN e                                  (5) 

where B is a binary variable  with a value of 0 during 1994.Q1-2007.Q4 and 1 

during 2008.Q1-2010.Q2.   

 

4. Empirical Results  

All the data were collected from the International Financial Statistics  (IFS). N 

is represented by the share price index for New Zealand with 2005 as the base 

year. Y is represented by real GDP measured as an index  at the 2005 price. D is 

measured by the government debt  as a percent of  GDP. M is represented by the 

M3 money supply as a percent of GDP. R is measured by the difference between 

the money market  rate and the inflation rate.   is represented by the NZD/USD 

exchange rate. An increase means a  depreciation of the NZD versus the U.S. 

dollar.  
e  is measured by the average inflation rate of the past four quarters 

derived from the consumer price index . 
*S  is represented by the U.S. or U.K. 

share price index with 2005 as the base year. 
*R  is represented by the 10-year 

U.S. government bond yield . Except for the domestic real interest rate , the 

expected inflation rate and the binary variable with potential negative or zero 

value, the logarithmic scale is  used. The sample ranges from 1994.Q1 to 

2010.Q2. Quarterly data for M3 before 1994.Q1 are not available.  

The ADF unit root test shows that except for the  ratio of the government deficit  

to GDP, the ratio of M3 to GDP and the U.S. stock market index, all other 

variables in level do not have unit roots and that all  the variables in first 

difference are stationary at the 1% or 5% level.  In order  to determine whether 

the regression may be spurious, the ADF test on the regression residuals is 

performed. Based on the AIC, a lag length of 0 is selected. The critical value at 

the 1% significance level is -2.584, and the test  statistic is -2.983. Hence, these 

time series variables are cointegrated and have a long -term stable relationship.     

The exponential GARCH or EGARCH (Nelson, 1991) model is applied in 

empirical work in order to estimate the variance equation properly. Table 1 

presents estimated parameters and related statistics. Figures in the parenthesi s 
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are z-statistics. In Version (a) , the value of adjusted R
2  

is 0.941, suggesting that 

94.1% of the variation in the New Zealand stock market index can be explained 

by the right-hand side variables. All the coefficients are signific ant at the 1% 

level.  The New Zealand stock market index is positive ly influenced by real 

GDP, the ratio of the M3 money supply to GDP during 1994.Q1-2007.Q4 and the 

U.K. stock market index and  negatively associated with the government 

debt/GDP ratio, the M3/GDP ratio during 2008.Q1-2010.Q2, the domestic real 

interest rate, the NZD/USD exchange rate, the expected inflation rate, and the  

U.S. government bond yield. The negative sign of the U.S. stock market index is 

attributable to multicollineari ty.  

 

The New Zealand stock market index appears to be more sensitive to a percent 

change in real GDP or the M3/GDP ratio during 2008.Q1-2010.Q2 than other 

variables. If real GDP rises 1%, the New Zealand  stock market index will  rise 

by 1.809%. A 1% increase in the M3/GDP ratio  during 2008.Q1-2010.Q2 will 

reduce the New Zealand stock market index by 1.715%. 

The significant negative coeff icient of the government debt /GDP ratio suggests 

that negative impacts on  higher prices, interest rates and future tax burdens 

outweigh positive impacts on increased aggregate expenditures and the demand 

for stocks. The significant negative coefficient of the NZD/USD exchange rate 

indicates that the negative impacts on increased import costs and domestic 

prices and reduced international capital inflows  dominate the positive impact on 

increased exports . 

In Version (b) , the U.S. stock market index is deleted from the regression due to 

its unexpected sign. The sign and significance  of other coefficients remain 

unchanged. The value of adjusted R
2
 is 0.940, suggesting that the removal of the 

U.S. stock market index would not change the explanatory power much. In 

Version (c) ,  if  the intercept and interactive binary variables are not in cluded, the 

negative coefficient of the M3/GDP ratio is significant at the 1% level,  

indicating that the positive significant relationship found in Version I during 

1994.Q1-2007.Q4 will  be overlooked. The value of adjusted R
2  

is 0.917. Except 

that the negative coefficient of the U.S. government bond yield is insignificant 

at the 10% level,  other results are similar.  

 

5. Summary and Conclusions  

This study has examined the relationship between the New Zealand stock market 

index and selected macroeconomic variables. The EGAECH model is employed 

in estimating the variance equation. More real GDP, a lower ratio of the 

government debt  to GDP, a lower domestic real interest rate, appreciation of the 

NZD, a lower expected inflation rate, a higher U.K . stock price, or a lower U.S. 

government bond yield  would help the New Zealand stock market. A higher ratio 

of M3 to GDP will  help the stock market during 1994.Q1 -2010.Q2 whereas a 

lower ratio of M3 to GDP will help the stock market  during 2008.Q1-2010.Q2. 
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In comparison,  none of the surveyed studies has examined the effect of the ratio 

of the government debt to GDP on the stock market index and the nonlinear 

relationship between the stock market index and the ratio of the money supply 

to GDP. The results for real GDP, the exchange rate  and the expected inflation 

rate in this study are consistent with Gan, Lee, Yong and Zhang (2006) . The 

negative significant coefficient of the domestic real money market rate is 

consistent with Eichengreen and Tong (2003)  but different from Gan, Lee, Yong 

and Zhang (2006) , who find a positive response of the stock market index to a 

shock to the short-term interest rate in the long run. The finding of a negative 

significant coefficient of the expected inflation rate is different from that of 

Rapach (2002) . The cointegrated long-term relationship among the variables 

including the U.S. and U.K. stock market indexes is in contrast with Narayan 

and Smyth (2006) . Some of the different results are attributable to different 

measures of the variables, methodologies, sample periods, and model 

specifications.  

There are major policy implications. Macroeconomic policies are expected 

to affect the New Zealand stock market.  To maintain a robust  stock market,  the 

authorities are expected to pursue economic growth, fiscal discipline, a proper 

ratio of the money supply to GDP, a lower real interest rate, appreciation of the 

NZD and/or a lower inflation rate. The authorities  need to monitor the 

developments in the world financial market such as movements in major world 

stock markets and interest rates since they also affect the New Zealand stock 

market performance.  

 

Endnotes 
 

*
 Wen-jen Hsieh, Professor of Economics, Department of Economics, College of 

Social Sciences, National Cheng Kung University, Ta inan, Taiwan, ROC. E-

mail:  whsieh@mail.ncku.edu.tw.  

 

   I  thank valuable comments made by an anonymous referee and the editor of 

the journal.   

 

References 
 
Abdalla, I.  S. A.,  and V. Murinde. 1997. “Exchange rate and stock price 

interactions in emerging financial markets: Evidence on India, Korea, Pakistan 

and the Philippines ,”  Applied Financial Economics ,  7,  25-35.  

 

Abdullah, D. A. , and S. C.  Hayworth. 1993. “Macroeconometrics of stock 

price fluctuations,”  Quarterly Journal of Business and Economics ,  32, 50–67. 

 
Ajayi,  R. A.,  and M. Mougoue. 1996. “On the dynamic relation between stock 

prices and exchange rates ,”  Journal of Financial Research ,  19, 193–207. 

 

mailto:whsieh@mail.ncku.edu.tw


   Hs ieh ,  Journal  o f  In ter nat ional  and  Global  Economic  Studies ,  6 (2) ,  December 2013,  1 -12  8 

Alam, Md. M. and Md. G. S.  Uddin. 2009. “Relationship between interest rate 

and stock price: empirical evidence from developed and developing countries ,”  

International Journal of Business and Management ,  4, 43-51. 

 

Barro, R. J.  1974. “Are government bonds net worth?”  Journal of Political 

Economy ,  82, 1095-1117. 

 

Barro, R. J.  1990. “The stock market and investment ,”  Review of Financial 

Studies ,  3, 115–131. 

 

Becker, K. G., J. E. Finnerty,  and J. Friedman. 1995. “Economic news and 

equity market linkages between the US and the UK,”  Journal of Banking and 

Finance ,  19, 1191–1210. 

 

Bernanke, B. S. , and K. N.  Kuttner. 2005. “What explains the stock market’s 

reaction to federal reserve policy?”  Journal of Finance ,  60, 1221-1257. 

 

Brunner, K.  1961. “Some major problems in monetary theory,”  American  

Economic Review ,  51, 47-56. 

 

Bulmash, T. G., and G. W. Trivoli .  1991. “Time-lagged interactions between 

stock prices and selected economic variables ,”  The Journal of Portfolio 

Management ,  17: 61–67. 

 

Cagan, P.  1972. The Channels of Monetary Effects on Interest Rates ,  Columbia 

University Press: New York.  

 

Campbell,  J. ,  and R. J. Shiller.  1988. “Cointegration and tests of present value 

models ,”  Journal of Political Economy ,  95, 1062–1088. 

 

Chaudhuri, K., and S. Smiles. 2004. “Stock market and aggregate economic 

activity: Evidence from Australia,” ,  Applied Financial Economics ,  14, 121-129. 

 

Chen, N., R. Roll, and S. A. Ross .  1986. “Economic forces and the stock 

market ,”  Journal of Business ,  59, 383–403.  

 

Cheung, Y. W., and K. S. Lai .  1999. “Macroeconomic determinants of long-

term market comovements among EMS countries,”  Applied Financial 

Economics ,  9,  73-85. 

 

Cheung, Y. W., and L. K. Ng .  1998. “International evidence on the stock 

market and aggregate economic activity,”  Journal of Empirical Finance ,  5,  281–

296. 

 



   Hs ieh ,  Journal  o f  In ter nat ional  and  Global  Economic  Studies ,  6 (2) ,  December 2013,  1 -12  9 

Choi, D. F. S., V. Fang, and T. Y. Fu .  2007.  “Volatility spillovers between 

stock market returns and exchange rate change s: The New Zealand case,”  

MODSIM 2007 International Congress.  

 

Choi, J. J.  1995. “The Japanese and US stock prices: A comparative 

fundamental analysis ,”  Japan and the World Economy ,  7,  347–360. 

 

Darrat, A. F.  1990a. “Stock returns, money and fiscal deficits ,”  Journal of 

Financial and Quantitative Analysis ,  25, 387-398. 

 

Darrat, A. F.  1990b.”The impact of federal debt upon stock prices in the United 

States,”  Journal of  Post Keynesian Economics ,  12, 375-389.  

 

Dhakal, D., M. Kandil,  and S. C. Sharma.  1993. “Causality between the money 

supply and share prices : A VAR investigation,”  Quarterly Journal of Business 

and Economics ,  32, 52–74. 

 

Durham, J. B.  2001. “The effect of monetary policy on monthly and quarterly 

stock market returns: cross -country evidence and sensitivity analyse s,”  working 

paper, Division of Monetary Affairs,  Board of Governors of the Federal Reserve 

System. 

 

Eichengreen, B. ,  and H. Tong.  2003. “Stock market volatil ity and monetary 

policy: what the historical record shows ,”  working paper, Reserve Bank of 

Australia.  

 

Evans, P.  1984. “The effects on output of money growth and interest rate 

volatility in the United States ,”  Journal of Political Economy ,  92, 204-222. 

 

Fama, E. F.  1981. “Stock returns, real activity, inflation and money,”  The 

American Economic Review ,  71, 545–565. 

 

Fama, E. F.  1990. “Stock returns, expected returns, and real activity,”  Journal 

of Finance ,  45, 1089–1108. 

 

Fama, E. F. , and K. R.  French. 1989. “Business conditions and expected 

returns on stocks and bonds ,”  Journal of Financial Economics ,  25, 23–49. 

 

Feldstein, M.  1982. “Government deficits and aggregate demand ,”  Journal of 

Monetary Economics ,  9,  1-20. 

 
Fisher, I.  1930. The Theory o f Interest,  Macmillan, New York.  

 

Gan, C., M. Lee, H. H. A. Yong, and J. Zhang. 2006. “Macroeconomic 

variables and stock market interactions: New Zealand evidence,”  Investment 

Management and Financial Innovations ,  3,  89-101. 



   Hs ieh ,  Journal  o f  In ter nat ional  and  Global  Economic  Studies ,  6 (2) ,  December 2013,  1 -12  10 

 

Hoelscher, G.  1986. “New evidence on deficits and interest rates ,”  Journal of 

Money, Credit and Banking ,  18, 1-17. 

 

Humpe, A., and P. Macmillan.  2009. “Can macroeconomic variables explain 

long-term stock market movements?  A comparison of the US and Japan ,”  

Applied Financial Economics ,  19, 111-119. 

 

Kim, K.  2003. “Dollar exchange rate and stock price: evidence from 

multivariate cointegration and error correction model ,”  Review of Financial 

Economics ,  12, 301-313. 

 

Kim, S.-J.,  and D. Q. T. Nguyen.  2009. “The spillover effects of target in terest 

rate news from the U.S. Fed and the European Central Bank on the Asia -Pacific 

stock markets ,”  Journal of International Financial Markets, Institutions and 

Money ,  19, 415-431. 

 

Lee, C.-H., S.-C. Doong, and P.-I. Chou.  2011. “Dynamic correlation between 

stock prices and exchange rates ,”  Applied Financial Economics ,  First  published 

on 14 February 2011, DOI: 10.1080/09603107.2010.537631.  

 

Maghrebi, N., M. J. Holmes, and E. J. Pentecost.  2006. “Are there 

asymmetries in the relationship between exchange ra te fluctuations and stock 

market volatil ity in Pacific Basin countries?”  Review of Pacific Basin Financial 

Markets and Policies ,  9: 229-256. 

 

Mukherjee, T. K., and A. Naka.  1995. “Dynamic relations between 

macroeconomic variables and the japanese stock mar ket: An application of a 

vector error correction model ,”  Journal of Financial Research ,  18, 223–237. 

 

Narayan, P. K. , and R. Smyth. 2005. “An cointegration of stock markets 

between New Zealand, Australia and the G7 economies: Searching for co-

movement under structural change,”  Australian Economic Papers ,  44, 231–247.  

 

Nelson, D. B.  1991. “Conditional heteroscedasticity in asset returns: A new 

approach,”  Econometrica ,  59, 347–370. 

 

Nieh, C.-C., and C.-F. Lee.  2001. “Dynamic relationship between stock prices  

and exchange rates for G-7 countries,”  Quarterly Review of Economics and 

Finance ,  41, 477-490. 

 

Rapach, D. E.  2002. “The long-run relationship between inflation and real stock 

prices,”  Journal of Macroeconomics ,  24, 331-351.  

 



   Hs ieh ,  Journal  o f  In ter nat ional  and  Global  Economic  Studies ,  6 (2) ,  December 2013,  1 -12  11 

Ratanapakorn, O., and C. Sharma.  2007. “Dynamic analysis between the us 

stock returns and the macroeconomic variable s,”  Applied Financial Economics ,  

17, 369-337. 

 

Strongin, S.  1987. “The crash, risk, and monetary policy,”  Chicago Fed Letter  

4, Federal Reserve Bank of Chicago, 1 -4. 

 

Wang, G. and C. Lim.  2010. “Effects of macroeconomic factors on share 

prices,”  Journal of International Finance & Economics ,  10, 113-123. 

 



   Hs ieh ,  Journal  o f  In ter nat ional  and  Global  Economic  Studies ,  6 (2) ,  December 2013,  1 -12  12 

Table 1. Estimated regressions of the New Zealand stock market index: 

1994.Q1-2010.Q2 

Explanatory variables  (a) (b) (c) 

 

Log(Real GDP) 1.809*  

(26.985) 

1.344*  

(17.444) 

2.072*  

(16.291) 

Log(Government debt /GDP ratio) 

 

-0.469*  

(-22.763) 

-0.484* 

(-20.284) 

-0.425* 

(-10.257) 

Intercept binary variable  

 

 

Log(M3/GDP ratio) 

 

 

Binary variable x Log(M3/GDP ratio)  

 

 

 7.415*  

(8.025) 

 

0.809* 

(10.348) 

 

-1.715* 

(-8.321) 

5.369* 

(7.598) 

 

0.687* 

(7.134) 

 

-1.233* 

(-7.185) 

 

 

 

-0.558* 

(-4.791) 

 

 

 

Domestic real interest rate  -0.007*  

(-7.864) 

-0.004*  

(-3.237) 

-0.004*  

(-2.958) 

Log(NZD/USD exchange rate)  

 

 

-0.334*  

(-30.802) 

 

-0.415*  

(-21.325) 

-0.343*  

(-12.324) 

Expected inflation rate -0.074*  

(-14.351) 

-0.044*  

(-4.431) 

-0.032*  

(-1.933) 

Log(U.S. stock market index)  

 

 

Log(U.K. stock market index)  

 

-0.401* 

(-21.486) 

 

0.612* 

(26.373) 

 

 

 

0.242*  

(12.365) 

 

 

 

0.182*  

(6.419) 

Log(U.S. government bond yield) -0.158*  

(-7.506) 

-0.097*  

(-3.570) 

-0.006  

(-0.096) 

Constant 

 

-6.369*  

(-18.095) 

-3.933*  

(-48.426) 

-1.944*  

(-2.227) 

Adjusted R
2
 0.941 0.940 0.917 

F-statistic  74.776 79.652 66.244 

AIC -2.686  -2.263 -2.206 

SC -2.188  -1.798 -1.808 

Estimation method EGARCH EGARCH EGARCH 

Notes:  

The dependent variable is log of New Zealand stock market index.  

The asterisk * means that the coefficient is significant at the 1% level.  

 


