Accepted Manuscript

Monetary Policy and Stock Prices — Cross-Country Evidence from Cointegrated

VAR Models

Ansgar Belke, Joscha Beckmann

PII:
DOI:
Reference:

To appear in:

Received Date:
Accepted Date:

Journal of
BANKING
& FINANCE

S0378-4266(14)00383-5
http://dx.doi.org/10.1016/j.jbankfin.2014.12.004
JBF 4613

Journal of Banking & Finance

31 July 2013
3 December 2014

Please cite this article as: Belke, A., Beckmann, J., Monetary Policy and Stock Prices — Cross-Country Evidence
from Cointegrated VAR Models, Journal of Banking & Finance (2014), doi: http://dx.doi.org/10.1016/j.jbankfin.

2014.12.004

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to our customers

we are providing this early version of the manuscript. The manuscript will undergo copyediting, typesetting, and
review of the resulting proof before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that apply to the journal pertain.


http://dx.doi.org/10.1016/j.jbankfin.2014.12.004
http://dx.doi.org/http://dx.doi.org/10.1016/j.jbankfin.2014.12.004
http://dx.doi.org/http://dx.doi.org/10.1016/j.jbankfin.2014.12.004

Monetary Policy and Stock Prices — Cross-Country Evidence from Cointe-

grated VAR Models
by
Ansgar Belke and Joscha Beckmann

University of Duisburg-Essen and Kiel Institute for the World Economy

June 2014

Abstract

This contribution applies the Cointegrated Vector-Autoregressive (CVAR) model to analyze
the long-run relationships and short-run dynamics between stock markets and monetary policy
across five developed and three emerging economies. Our main aim is to check whether mon-
etary policy plays an important role for stock market developments. As an innovation, mone-
tary policy enters the analysis from three angles: in the form of a broad monetary aggregate,
short-term interest rates and net capital flows. Based on this framework, we analyze whether
central banks are able to influence stock market developments. Our findings suggest different
patterns and causalities for emerging and industrial economies with the stock markets of the
former economies more frequently related to monetary aggregates and capital flows. A direct
long-run impact from short-term interest rates on stock prices is only observed for 3 out of 8

economies.
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