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The impact of inflation on stock returns for a selected sample of companies in
the Iragi Stock Exchange for the period (2007-2022).
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Abstract:

The research aimed to analyze the impact of inflation on the stock
returns of the sectors that make up the Iraq Stock Exchange. The
research added the Autoregressive distributed lag model in
analyzing the impact of inflation on the sectors of the Iraq Stock

Exchange using monthly data for the period 2007-2022.

Among the most important conclusions reached by the study:
There is an inverse relationship between inflation and the returns of
each of the (banking sector, insurance sector, investment sector,
tourism sector and the general market index) and there is also a
long-term balance between inflation and sector returns for the
period (2007-2022). It also showed The results of the short
response: There is an inverse relationship between inflation and
the returns of the banking, insurance, and investment sectors and

the general market index.
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These results confirm that stocks are not a hedge against inflation

in the long term in the Iraqi stock market.
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root
At Level
CPI NOS NTP RES
With Constant t-Statistic -2.2759 -1.7365 -0.8544 -1.7675
Prob. 0.1910 0.3945 0.7733 0.3766
n0 n0 n0 n0
With Constant & Trend t-Statistic 1.0602 -4.0130 -3.0989 -3.1295
Prob. 0.9995 0.0330 0.1438 0.1375
n0 ** n0 n0
Without Constant & Trend t-Statistic 0.1543 1.6786 1.3435 0.1558
Prob. 0.7164 0.9708 0.9470 0.7169
n0 n0 n0 n0
At First Difference
d(CPI) d(NOS) d(NTP) d(RES)
With Constant t-Statistic -3.8180 -5.7735 -4.4143 -5.4229
Prob. 0.0140 0.0005 0.0055 0.0010
*% Kk Kk Fekk
With Constant & Trend t-Statistic -5.7857 -5.4675 -4.2938 -4.4409
Prob. 0.0022 0.0036 0.0246 0.0220
*kk Kekk *% *k
Without Constant& Trend t-Statistic -3.9715 -4.6189 -0.9108 -0.8073
Prob. 0.0007 0.0002 0.3016 0.3435
*kk *kk no no
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Notes:

a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant

b: Lag Length based on SIC ‘

c: Probability based on MacKinnon (1996) one-sided p-values.
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VAR Lag Order Selection Criteria
Endogenous variables: CPI NOS NTP RES
Exogenous variables: C ‘
Date: 02/26/24 Time: 22:37
Sample: 2007 2022 ‘
Included observations: 14
Lag LogL LR FPE AIC SC HQ
0 -318.7910 NA 1.25e+15 46.11300 46.29559 46.09610
1 -266.8477 66.78424* 8.39e+12* 40.97824* 41.89118* 40.89373*
2 -247.9563 13.49383 1.27e+13 40.56519 42.208438 40.41307

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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NTP = -28950.89 +220.7412 CPI (-1) + 0.076741 NOS (-1) +

1.106043 NTP (-1) — 69128.14 RES (-1)
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Vector Auto regression Estimates

Date: 02/26/24 Time: 22:40

Sample (adjusted): 2008 2022

Included observations: 15 after adjustments

Standard errors in () & t-statistics in [ ]

CPI NOS NTP RES
CPI(-1) 0.694923 -154.6121 220.7412 0.002027
(0.32398) (374.221) (198.391) (0.00149)
[ 2.14498] [0.41316] [1.11266] [1.35922]
NOS(-1) 0.000234 0.170624 0.076741 6.69E-07
(0.00017) (0.19397) (0.10283) (7.7E-07)
[1.39582] [0.87964] [0.74628] [ 0.86593]
NTP(-1) -0.000929 1.466400 1.106043 3.42E-06
(0.00066) (0.76600) (0.40609) (3.1E-06)
[-1.40052] [1.91435] [2.72363] [1.12003]
RES(-1) 62.21853 -30867.13 -69128.14 -0.158117
(127.953) (147797.) (78353.7) (0.58897)
[ 0.48626] [-0.20885] [-0.88226] [-0.26846]
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C 23.30208 115262.4 -28950.89 -0.255243
(43.5855) (50345.1) (26690.1) (0.20063)
[ 0.53463] [ 2.28945] [-1.08471] [-1.27224]

R-squared 0.677982 0.918556 0.940994 0.874303

Adj. R-squared 0.549174 0.885979 0.917392 0.824024

Sum sq. resides 954.3686 1.27E+09 3.58E+08 0.020221

S.E. equation 9.769179 11284.27 5982.275 0.044968

F-statistic 5.263534 28.19606 39.86888 17.38913

Log likelihood -52.43158 -158.2106 -148.6914 28.28401

Akanke AIC 7.657544 21.76141 20.49219 -3.104534

Schwarz SC 7.893560 21.99742 20.72821 -2.868518

Mean dependent 136.6933 149533.5 28544.03 0.173307

S.D. dependent 14.54969 33418.01 20814.02 0.107195

Determinant resid covariance (dof adj.) 1.84E+13

Determinant resid covariance 3.64E+12

Log likelihood -302.0562

Akaike information criterion 42.94083

Schwarz criterion 43.88490

Number of coefficients 20
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VAR Residual Serial Correlation LM Tests

Date: 02/26/24 Time: 22:45

Sample: 2007 2022

Included observations: 15

Null  hypothesis: No  serial

correlation at lag h

Lag LRE* stat Df Prob. Rao F-stat Df Prob.

1 20.95645 16 0.1802 1.519792 (16, 9.8) 0.2562

Null  hypothesis: No  serial

correlation at lags 1 to h

Lag LRE* stat Df Prob. Rao F-stat Df Prob.

1 20.95645 16 0.1802 1.519792 (16, 9.8) 0.2562

*Edgeworth expansion corrected likelihood ratio statistic.
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VAR Residual Heteroskedasticity Tests (Levels and Squares)

Date: 02/26/24 Time: 22:49

Sample: 2007 2022

Included observations: 15

Joint test:

Chi-sq Df Prob.

92.45804 80 0.1611
| Individual components: |
Dependent R-squared F(8,6) Prob. Chi-sq(8) Prob.
|resl*resl | 0.989218 | 68.81063 | 0.0000 | 14.83827 | 0.0624
res2*res2 0.899813 6.736005 0.0159 13.49720 0.0958
|res3*res3 | 0.884250 | 5.729499 | 0.0237 | 13.26375 | 0.1031
res4*res4 0.607902 1.162787 0.4393 9.118528 0.3324
|resz*res1 | 0.559387 | 0.952176 | 0.5394 | 8.390811 | 0.3963
res3*resl 0.950961 14.54385 0.0021 14.26441 0.0751
|res3*re52 I 0.380592 | 0.460833 | 0.8465 | 5.708875 | 0.6798
res4*resl 0.944178 12.68554 0.0031 14.16267 0.0776
res4*res2 0.328662 0.367172 0.9044 4.929933 0.7650
res4*res3 0.786479 2.762527 0.1162 11.79718 0.1605
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Inverse Roots of AR Characreristic Polynomial

1.2

o

*

v &

v 2 &

Eviews 12 das n Sla jas 1 jradll

vy



s Glua gil) g claliiiud)

clalimny) Y )

Johaill aUai (3adat aay AdLall GBI Bloall B (B Jslaill Sl ydge glis)) )
Aglaiall agul) 2o glai,ly Jolaill clads sae 3345 I e Youd Qe g sy
G Blall B (b Aa el S il A sull dedl) pléi )y Xy Johaill ana gy
Al 3ae JA W)

Caly 3 Jaa¥) sl il 8 A0l 31530 3 el (8 s AS jliie A (alids) ¥
Ao (Y71,40) Ly A8 lie ol by (Yoo A Gle (£0,A9) Ay A4S LA o)
Ugps Ay dlaa¥) aadl ZU0 3§ saall 3 HLie (5 5te S e Jyy lag (Yoo
Adlall 31,530 Gloal) (3 g

(%A T) I dead adaill Jama (i) 3 oY+ YooY ooV 3aall st o XY
a5 sl ¥ ase Gmlidily gl ) bl gl Y1 ol ) S5 (Yed Lle
eYaro ale (V,€) I Juay iy &5 YOI Y Gle (,)) ) dead (5530 5 50 i
ALl (315 53U 8yl (8 a6 ) e Al lulSas) alitie ) 23 138 (505

Oe oS A judy el of ol Jalass Aaial) Jise Jelad gl < yekil €
Ui adzaill o e Jay 138 5 Allall (31 D0 31 el (sms piise 8 Alalall ol il
cball (8 sl Lgd Loy 008 of digia CilS o gu Apaliai®y) cileldadl) K e g dpalial
e e o) agn) dilse 5 aduzmill Jare G 2eY) A gl A8Me 2sa g gl ekl o
bl gladll O ldny) plad cpaaill glad (s jladll glad) Ayl cileUadl)
saall cileUadl) ) ge 5 aduzaill G Ja¥) Jish o)) 55 elllin Gy (G gull aladl jiigall
aduzaill (p Gaaladl Gl Lpnw A8e asay M dlud) Rl sl LS (YA YY-Y Y
JPUI N PP

o sill ;LG

Dl 8 A YT Jalsall e Cagiall bl pall (e el o) jaly Gandll ag )
3l se Ao b el dol g2l Joa bl yall e QU o) jal a3 3 caguall il ge 3l )
wald S adill Ll cale S5

Jal (e iyl pdail) Cuindl 4 L) pelailas sl o cppalia) a8 o 2Y Y
JSE 38 agu¥) Xl se of il pall (any Cafil 3 cagul) Mg e adiaill i i

Yy



Bladl Jaxe (o Jil adizaill Jaze 5 Ladie Jyshall aa¥) e adiaill aca U ja o gl

el 8 (e sl

Al Aale Agadil jinl paay A (e Agaiill g Al clulud) cp ol 400 Sl Y

DR el G daubaadl 5 e Laial) 5 Al il sall alisn Jodi ) 4dladlly

AT Aga e A1 all Gl laa)) s den e slaiY)

G 31l e glaal) aghy aladinY AaYls AAKH 5 pal) el gl gm ol g

Clelja ¥ AL Al (31 s Cilin L8 JYA e b iy Leldad e 50l 5 (5 sul

& W ganall gl ld A e G palinnall ool (5 HleiaY) o gl 5aly 31 Caiadl A W)

Jilad Cpaali dacadic dule CMan laial 5 el ai il ea s ol gai dday Al ) su!

()oY o2 Apaaly (poalinall gt ) WA (e oaad o(BnY) Cilaniue JAY

csaill e ad g Apaliai®) dpaiill 3 jad (AW )50

baall

— oY) sl il Aalul Hla (Aaasll) A0 3151 Gl gl aliac s 5 )
Yoo A Jg¥ Al (lae

soalal) Alae A llall 315V Bom Ao AplaBBY) CladaY) S V) S sl Y
YOVY (Yoax J dielaay) el

danalall Gle plaall G g ¢ i jall cfdanda oo gl st (D gie o Ghplal jalkll Y

.Y~n0

})ﬁi &_\:1‘55&\ “J}J c&d\.mﬁ‘}” e;;aﬂ\ c:\:ﬁ‘)‘a.d\ QL&\JJ&\A@.&AL&JM@Q}JB)& R4
L £ uat aaadl Al AL (Y 1Y

5. David Beg and Stanley fisher and others, Economics, London,

McGraw, and Hill company Europe, 1997.

Ye



