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Testing the relationship between EURIBOR and share prices in
emerging stock markets

Econometric study during the period 1999-2010
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Abstract:

This study aims to highlight the impact of policy lending by international banks in Europe on
equity prices in emerging stock markets (Argentina, Mexico, Tel Aviv, Malaysia, Hong Kong)
during the period 1999-2010, using linear regression models and the concept of Granger
causality tests in 1988, the study concluded and there is a significant inverse relationship
between the rate of lending between international banks in Europe (EURIBOR) and Equity
prices in emerging stock markets, as there is a causal relationship with the importance in
both directions between them, which calls for policymakers in developing countries, taking
into account the policy of lending by international banks in Europe when formulating
monetary policy, economic, and strategic objectives.

Keywords: policy EURIBOR, share prices, emerging stock markets, the concept of Granger
causality tests in 1988
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BOVESPA| CAC40 [EURIBOR| HANG | IPC |[MALAYSIA| SP500 | TA100
Mean 2.626613 |4.620451| 3.223337 |1.507571(1.322281| 0.876821 |1.233467|0.682066
Median 1.944400 |4.566300| 3.213000 |1.3965450.849946| 0.844940 |1.249470|0.618445
Maximum 7.351700 |6.922330| 5.140000 |3.1638223.283612| 1.516220 1.565150 | 1.189040
Minimum 0.505700 |[2.403040| 1.957000 |0.840901|0.330042| 0.494570 |0.776760 |0.289440
Std. Dev. 1.672296 |0.998547 | 0.939812 |0.460670|0.891207| 0.222525 |0.176323|0.261325
Skewness 1.046366 |0.083051| 0.472677 |1.075046|0.934072| 0.905271 [-0.387311|0.294427
Kurtosis 2.938660 |2.149682| 2.071780 |3.785683 |2.366263| 3.116629 2.489684 | 1.711964
Jarque-Bera | 447.4606 |76.62687| 179.1855 |534.9364|397.2663| 336.0244 |87.83883|204.7574
Probability 0.000000 |0.000000| 0.000000 |0.000000 |0.000000{ 0.000000 |0.000000 |0.000000
Observations 2450 2450 2450 2450 2450 2450 2450 2450
dulyudh abile Gle slaieWh e L) slael (e 1youall
Ayl ol pdil Lan¥) Ll gall Ldmgdl el ilas W1 (02) Jgandl
TA100 SP500 |MALAYSIA|IPC*10-2| HANG [EURIBOR| CAC40 |BOVESPA
Mean 0.050867 | -0.004260 | 0.017143 | 0.068794 | 0.012189 | -0.003192 | 0.002943 | 0.067449
Median 0.018982 | 0.041713 | 0.031692 | 0.111244 | 0.038585 | 0.000000 | 0.034425 | 0.122507
Maximum 9.714340 | 5574432 | 5.850494 | 7.493224 | 13.40681 | 40.35877 | 7.002286 | 28.83245
Minimum -10.53766 | -9.218962 | -9.978509 | -8.267350 |-13.58202 | -40.19697 | -7.678085 | -12.09605
Std. Dev. 1.527575 | 1.168798 | 1.084128 | 1.488606 | 1.642914 | 1.349506 | 1.390563 | 2.137645
Skewness -0.329703 | -0.184040 | -0.498910 | -0.024815 |-0.096758 | 0.636436 | -0.123789 | 0.858796
Kurtosis 6.771812 | 6.483533 | 10.29354 | 5563991 | 11.64000 | 659.3869 | 5.853228 | 19.00673
Jarque-Bera | 1496.071 | 1252101 | 5529.778 | 671.0785 | 7621.183 | 43964179 | 836.9666 | 26445.69
Probability | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000
Observations| 2449 2449 2449 2449 2449 2449 2449 2449
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. L . . ~ | Prob(F- | Sample
Variable | Coefficien| t-Statistic |Adjusted R-squared | F-statistic o .

statistic) | (adjuste)

C 7.101327 50.40853 361.0791 | 0.000000 2450
CAC40 0.142519 4.600595
SP500 -4.325395 | -22.55890
TA100 -0.588328 | -7.013204

0.508608

BOVESPA | -0.268596 | -5.067466
HANG 1.839452 14.34970
IPC -0.336600 | -4.468022
MALAYSIA | -0.481866 | -2.715772

dulyudl ably Gle slaieWh (e L) slael e syauall

54509 uwgyal] Ao 5! 1251 G (%) ol 31 coMslns 2a5aiae (04) g

25

TA100 | SP500 | MALAYSIA | IPC |HANG | EURIBOR | BOVESPA | CAC40
TA100 100,00 | 17,62 58,28 70,29 | 50,77 -48,26 71,10 -2,01
SP500 100,00| 61,01 51,60 | 76,58 | -51,06 54,04 | 87,10
MALAYSIA 100,00 91,07 | 89,98 -55,67 91,73 43,35
IPC 100,00 | 86,37 | -59,28 97,63 | 3427
HANG 100,00 | -51,65 90,52 | 64,23
EURIBOR 100,00 57,62 | -31,09
BOVESPA 100,00 | 37,46
CAC40 100,00
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o (o) B (1)) R2 | F-statistic N
BOVESPA |3.659880* | 113.6128 |-0.111588* | -12.59103 | 5,23% | 158.5341* | 2450
CAC40 4.906095* | 66.01481 |-0.347618* | -21.25730 | 13,22% | 451.8729* | 2450
HANG 4.231044* | 70.85408 |-0.578537* | -15.79610 | 7,95% | 249.5168* | 2450
IPC 3.692532* | 115.8294 | -0.229998* | -13.20486 | 5,65% | 174.3684* | 2450
MALAYSIA | 4.291648* | 63.29279 | -1.062657* | -14.86609 | 7,15% | 221.0005* | 2450
SP500 6.029868™* | 59.78075 | -2.247962* | -26.98331 | 19,95% | 728.0992* | 2450
TA100 4.407100* | 94.77927 | -1.735556* | -27.26194 | 23,29% | 743.2135* | 2450

t-Statistic (.)

799 Y5 s5ine wie Adlan! Aygine AYs o3 Hudll %
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Null Hypothesis: F-Statistic | Probability | Causality
BOVESPA does not Granger Cause EURIBOR 0.69612 0.62637 Yes
CAC40 does not Granger Cause EURIBOR 1.43469 0.20842 Yes
HANG does not Granger Cause EURIBOR 0.47501 0.79514 Yes
IPC does not Granger Cause EURIBOR 1.53454 0.17560 Yes
MALAYSIA does not Granger Cause EURIBOR | 0.36601 0.87208 Yes
SP500 does not Granger Cause EURIBOR 2.24434 0.04745 Yes
TA100 does not Granger Cause EURIBOR 0.71263 0.61392 Yes
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Null Hypothesis: F-Statistic | Probability | Causality
EURIBOR does not Granger Cause CAC40 1.39714 0.22206 Yes
EURIBOR does not Granger Cause BOVESPA 1.53884 0.17430 Yes
EURIBOR does not Granger Cause HANG 1.12760 0.34333 Yes
EURIBOR does not Granger Cause IPC 1.48799 0.19029 Yes
EURIBOR does not Granger Cause MALAYSIA | 1.18500 0.31388 Yes
EURIBOR does not Granger Cause SP500 1.24159 0.28682 Yes
EURIBOR does not Granger Cause TA100 0.24102 0.94434 Yes
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