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The impact of inflation on corporate stock returns - an analytical study of a sample of
companies listed in the Iraq Stock Exchange for the period (2007- 2021)
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Abstract :

The research aims to analyze the reality and development of
inflation in lraq for the period (2007-2021), analyze the stock
indicators and returns of the companies listed in the Irag Stock
Exchange, the research sample for the period (2007-2021), and
measure and analyze the impact of inflation on the returns of the
stocks of the listed companies, the research sample, using the
method of least squares ( OLS1). The research problem revolves
around answering the following questions: Do inflation rates have
an effect on the returns of the shares of the research sample
companies? If there is an effect of inflation rates on those returns,
what is the direction and strength of this effect? Is there a
difference in the amount of impact between the four research
sample companies? In order to answer the questions, the
researcher developed a hypothesis that there is a relationship and
a negative moral effect between inflation resulting from the high
general level of prices and the returns of shares of the companies

listed in the lIraq Stock Exchange as the research sample.
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Independent, and the research reached the following conclusions:
It was found through the results of the standard test that the
inverse relationship between inflation and stock returns is identical
to the approach of economic theory. As for the three banks (Sumer
Commercial Bank, the Iragi Investment Bank and the Bank of
Baghdad), the relationship was positive between inflation and
stock returns, which is a violation to the economic theory
approach.
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UNIT ROOT TEST RESULTS TABLE
(ADF)

Null Hypothesis: the variable has a unit root
At Level

CPI EPSBB EPSBC  [EPSBI EPSBS

\With t-
Constant (Statistic |11364.1353}-3.1511 -3.5259 -0.8028 |-5.6905
Prob. 1.0000 0.0457 0.0236 0.7812 |0.0009

n 0 (k% Lz n 0 [hkk

\With
Constant |t
& Trend [Statistic [[2.9866  [-1.8798  [-3.3907  [-5.2753 [-3.1137
Prob. 0.1748 0.6116 0.0931 0.0057 |0.1471

n0 g]0] * il n0

Without
Constant |t
& Trend [Statistic |204.3347 [-3.2148  |-0.4622  [-1.8573 |-6.5628
Prob. 0.0001 0.0036 0.4949 0.0625 |0.0000

L [kxk n 0 I* Lz d

At First Difference
‘d(CPI) d(EPSBB) d(EPSBC) |d(EPSBI) d(EPSBS)
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Dependent Variable: EPSBB

Method: Least Squares

Date: 03/29/23 Time: 21:18

Yoo



Sample: 2007 2021

Included observations: 15

\Variable Coefficient Std. Error t-Statistic Prob.

CPI 1.24E-05 3.95E-06 3.151964 0.0076

C 0.119233 0.024672 4.832825 0.0003
R-squared 0.433178 Mean dependent var 0.140667
IAdjusted R-squared 0.389576 S.D. dependent var 0.117563
S.E. of regression 0.091851 IAkaike info criterion -1.813728
Sum squared resid 0.109676 Schwarz criterion -1.719321
Log likelihood 15.60296 Hannan-Quinn criter. -1.814734
F-statistic 9.934879 Durbin-Watson stat 0.751363
Prob(F-statistic) 0.007643
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Dependent Variable: EPSBC ’ ’
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Method: Least Squares

Date: 03/29/23 Time: 21:38

Sample: 2007 2021

Included observations: 15

\Variable Coefficient Std. Error t-Statistic Prob.

CPI -8.47E-07 1.96E-06 -0.432945 0.6722

C 0.060460 0.012231 4.943141 0.0003
R-squared 0.014214 Mean dependent var 0.059000
IAdjusted R-squared -0.061616 S.D. dependent var 0.044194
S.E. of regression 0.045536 Akaike info criterion -3.217080
Sum squared resid 0.026955 Schwarz criterion -3.122674
Log likelihood 26.12810 Hannan-Quinn criter. -3.218086
F-statistic 0.187442 Durbin-Watson stat 2.077050
Prob(F-statistic) 0.672151

(Eviews12) gebin <l da o lalade) Galdl sae) 1 juaal)

N iyine e CulS (CPI) Jiiall yiiall 5,8l Aalaall o) Jaadl (V) Jsaall iy

Sl el G pemall agudl dilge e fige g adumill o) s 13 5 (%0) 5 sine
(S sina i) asll 8 Gl ¢ 4 laill diae adizaill 5 )aiall daleal) Cgla N g ¢

O im s lan dm Ao a5 (%o 0V £) & (RP) wasdll dalae of Limy) B3y
) el 8 Gaas ) il e (%, ) € )iy atly (CPI) Jitsa) il
o Lebannt i ol el 3503 ed il il S S e (%9A,7) W) (EPSBB)
Lpuaal (F) Jlial 4l <l Cus ggime  zisal¥) o Laadl Lyl @il
HO: ) (odall Gl Jod oy Al (%)) (o5 die dygina e Ay (+,)AVEEY)

(H1: b#0) dadll = &l = )5 (b=0

) i) G peaal abidl) 3 gad) a5 (A) Jgaad)

Dependent Variable: EPSBI

Method: Least Squares
Date: 03/29/23 Time: 21:45
Sample: 2007 2021

Included observations: 15

\Variable Coefficient Std. Error t-Statistic Prob.
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CPI 6.89E-06 3.12E-06 2.204494 0.0461

C 0.083464 0.019534 4.272723 0.0009
R-squared 0.272108 Mean dependent var 0.095333
IAdjusted R-squared 0.216116 S.D. dependent var 0.082141
S.E. of regression 0.072725 Akaike info criterion -2.280695
Sum squared resid 0.068756 Schwarz criterion -2.186288
Log likelihood 19.10521 Hannan-Quinn criter. -2.281701
F-statistic 4.859796 Durbin-Watson stat 1.572268
Prob(F-statistic) 0.046115
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Dependent Variable: EPSBS

Method: Least Squares
Date: 03/29/23 Time: 21:59
Sample: 2007 2021
Included observations: 15
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\Variable Coefficient Std. Error t-Statistic Prob.

CPI 2.38E-06 6.31E-07 3.771287 0.0023

C 0.012365 0.003946 3.133352 0.0079
R-squared 0.522456 Mean dependent var 0.016467
IAdjusted R-squared 0.485722 S.D. dependent var 0.020486
S.E. of regression 0.014692 Akaike info criterion -5.479529
Sum squared resid 0.002806 Schwarz criterion -5.385123
Log likelihood 43.09647 Hannan-Quinn criter. -5.480535
F-statistic 14.22261 Durbin-Watson stat 0.939926
Prob(F-statistic) 0.002331
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F-statistic 3.653213 0.027349 0.593309 3.013249
Prob. 0.0607 0.9731 0.5692 0.0905
Obs*R-squared 5.986771 0.074218 1.460558 5.309223
Prob. 0.0501 0.9636 0.4818 0.0703
Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.635147 0.316982 1.044467 0.243914
Prob. F 0.4398 0.5830 0.3254 0.6296
Obs*R-squared 0.698724 0.357043 1.115528 0.276256
Prob. 0.4032 0.5502 0.2909 0.5992
Scaled explained 0.404670 0.406936 0.400645 0.403855
Prob. 0.5247 0.5235 0.5268 0.5251
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