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ABSTRACT

This research aims to investigate the effects of macroeconomic variables on stock market
performance in Latin America and Asia. To achieve this objective, we considered data from
2000 to 2018 from nine countries located in Latin America and Asia, namely Brazil, Chile,
Ching, India, Japan, Malaysia, Mexico, Peru, and Russia. The independent variables used in
the work to determine the macroeconomic effects on the financial market were ec onomic
freedom D(Ln(EF)), unemployment rate D(UNE), gross domestic product D(%AGDP) and
exchange rate D(ER). We used the score of the local stock exchange D(SE) as a proxy for
performance and as a dependent variable. Subsequently, multiple panel data regression was
performed. The results show that all variables are significant at 10%. D(Ln(EF)) and D(ER)
show a negative relation with D(SE), and D(UNE) and D(%AGDP) show a positive relation
with D(SE). Important macroeconomic results with company performance.

Keywords: Panel Data, Performance, Stock Market, Newey-West, Macroeconomic variables.

RESUMO

A presente pesquisa teve por objetivo analisar o impacto das varia¢des no desempenho
do mercado de ag¢des. Para atingir o objetivo foram considerados dados de 2000 a 2018,
de nove paises situados na América Latina e Asia, sendo eles: Brasil, Chile, China, India,
Japéio, Maldsia, México, Peru e Russia. As varidveis independentes utilizadas no trabalho
para encontrar os efeitos macroeconémicos sobre o mercado financeiro foram a Liberdade
Econémica D(Ln(EF)), Taxa de Desemprego D(DES), Produto Interno Bruto D(%A PIB) e
Taxa de Cadmbio D(TC). Ainda foi utilizada como proxy para o desempenho e como varidvel
dependente a Pontuagdio da Bolsa de Valores Local D(BOLSA). Posteriormente foi feita
a regressdo por dados em painel. Os resultados mostraram que todas as varidveis sdo
significativas a 10%, sendo que D(Ln(EF)) e D(TC) apresentaram rela¢dio negativa com
D(BOLSA), enquanto D(DES) e D(%A PIB) apresentaram relagéio positiva com D(BOLSA).
Palavras-chave: Panel Data, Performance, Stock Market, Newey-West, Macroeconomic
variables.

1 INTRODUCTION

Financial accounting information is a tool of great importance in making managerial
decisions. It makes it possible to verify the current situation of the company, provide a
quantitative view, and assist in future planning (Socea, 2012). Sari and Kartika (2017)
claimed that in order to achieve the desired benefits and reduce risks and uncertainties,

investors need information.

The adoption of the International Financial Reporting Standards (IFRS) in Brazil
had a positive impact on the Brazilian stock market, increasing the quality and quantity of
information about companies and significantly improving the functioning of the Brazilian
stock market (Castro; Santana, 2018). The IFRS has also a great relevance in the stock
markets of China (Elshandidy, 2014). The benefits generated and the increase in value of
accounting information have become higher than the cost of its application in Germany,

United Kingdom and Saudi Arabia (Elbakry et al, 2017; Nurunnabi, 2018).
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Thus, the financial statements must represent the company’s financial situation as
faithfully as possible, so that the entity can provide information to users, such as financial
market shareholders (lasb, 2018). Thus, as verified by Peiré (2016) in France, Germany and
the United Kingdom, companies are affected by macroeconomic variations. Companies listed
on the stock market depend on the global situation and the country’s future prospects.
Therefore, it is believed that the information disclosed in financial statements represents the

real monetary condition of the entity together with the macroeconomic effects suffered by it.

Most large companies are organized as corporations, which is the most important form
of business. This is associated with the ease in the transfer of ownership and the immediate
withdrawal of monetary resources, which in turn is the form of financing most used by large
corporations (Ross et al, 2008). This type of corporate financing is only possible due to the

existence of stock markets, where companies can raise external resources from investors

(Assaf Neto, 2014).

Medium and small businesses are susceptible to local policies and development, which
can affect their profit positively or negatively. When dealing with large corporations that
are listed in the stock market, there is a greater exposure to macroeconomic variables, which
are unpredictable and inevitable. Thus, there is a concern for presidents and managers of
companies to be able to identify macroeconomic variations and their impacts on the market
and the entity for which they are responsible. Therefore, it must be possible to verify the
macroeconomic effects on the corporation in previous periods from financial statements

made available by the company.

In this sense, the following question arises: What are the effects of macroeconomic
variables on the performance of equity markets in Latin America and Asia? To answer
this question, the present study has the general objective of investigating the effects of

macroeconomic variables on the performance of the stock market in Latin America and Asia.

The feasibility of undertaking a project depends, among other factors, on the ability to
analyze and understand the macroeconomics that surrounds the market in which it operates.
Thus, it is possible to avoid investments in high-risk and low financial return businesses.
In the case of a company that is listed in a stock market, the analysis and comparison of
macroeconomic factors with its financial performance is of great importance for its continuity.
Furthermore, the company’'s financial performance determines its survival in the national

and/or international market.

Macroeconomics is not only linked to entities; countries and their international
economic relations are of great importance to maintain a healthy trade balance and be able
to control a possible exorbitant inflation. The choice for regions of Latin America and Asia is
justified by the perception of the low amount of research materials related to these locations

when compared to other regions, e.g,, North America and Europe. The choice of countries in
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the sample, located in Latin America and Asiq, is justified because they combine more than

70% of the total GDP of their regions.

The research goal should enable an understanding of the impacts of macroeconomic
variables on corporate performance and an understanding of the importance of the ability

to analyze the macroeconomic environment for companies listed in the financial market.

2 THEORETIC REFERENCES

Considering the global market, macroeconomics is of paramount importance
to everyone involved in the market, but mainly to countries, economic blocs and publicly
traded companies, as it studies and seeks to relate the large aggregates. For this purpose,
several indicators are needed such as inflation, exchange rate, GDP and others, from which

stabilization policies can be developed (Vasconcellos, 2015).

Markevicius and Giniunaite (2016) stated that the stock markets of all countries are
affected by several macroeconomic variables through cointegration and causality tests in
Western Europe. This position corroborates with other studies (e.g., Bastos et al,, 2009; Cebridn
et al, 2019; Pandini et al, 2018; Zeitun & Tian, 2014) that have shown the same effects on
several companies. However, such an impact, according to the results of previous works, is
hardly analogous and constant since there are different stock markets, times, locations and
market sectors. Still, in each study, the variables can affect the companies, or not, either
positively or negatively.

By verifying the macroeconomic effects on corporate financial performance, Rao
(2016) conducted a study with the five companies listed in the energy and oil sector of the
National Stock Exchange of India (NSE), accepting the hypothesis of a significant 10%
relation between financial performance and the variation of macroeconomic factors. Jarefio
and Negrut (2016), in a study carried out in the US stock market, questioned the relation
between the stock index and macroeconomic factors, identifying significant effects of GDP,

industrial production index, unemployment rate and long-term interest rate.

2.1 STOCK MARKET AND MACROECONOMIC PERSPECTIVE

Studies carried out on Europe, among them Lee et al. (2015) and Hurd et al. (2011),
have found that higher expectations of future return generate a greater probability in
the acquisition of shares. Corroborating this thought, Blanchard (2011) informed that any
disposition to invest is related to the expectation of an increase in future profitability, since

business performance is influenced by macroeconomic variables.
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The study by Zhu (2012) sought to verify the macroeconomic effects on the share
return of energy companies listed on the Shanghai Stock Exchange. His research found that
exports have a negative relation with stock returns. However, the exchange rate, the foreign

reserve and the unemployment rate showed a significant and positive relation.

Other studies have also found that macroeconomic indexes influence the price of
shares given that they correspond to the market’s reaction to the different information that
is provided on a country’s macroeconomics (Assefa et al, 2017; Diamandis & Drakos, 2011;

Richards & Simpson, 2009; Sousa et al,, 2018; Sui & Sun, 2016).

In addition, macroeconomic indexes can influence items that are used for investor
decision-making, such as profitability. The study by Al-Homaidi et al. (2018) highlighted
that exchange rate, interest rate, inflation and Gross Domestic Product affect companies’

profitability indexes, such as asset profitability and return on equity.

2.2 PERFORMANCE

In order to find the causal effects on macroeconomic performance in central banks,
Parkin (2013) used a sample of 35 countries considered economically advanced. The results

showed that countries with better control and reduced inflation had a better economic growth.

The work of Ebaidalla (2014) sought to find the impacts of exchange rate volatility on
macroeconomic performance. Economic growth, foreign direct investment and trade balance
were used as the main indicators. From the analysis of the results, it was possible to identify
that the volatile exchange rate has negative effects on the flow of financial investments and

on economic growth.

In addition, Ojo and Alege (2014) also sought to understand what affects countries’
macroeconomic performance based on exchange rate fluctuations. Their research results
showed a bidirectional relation to the exchange rate and other variables such as interest
rate, price index and the degree of economic openness, which corroborates the findings of
Shaheen (2013) and diverges from the research by Goyal (2012) regarding bilateral relations,

but it contributes by verifying a positive relation for macroeconomic performance.

Mehran (1995) commented in his research that the most appropriate proxy found in
the literature to verify the performance of the organization is the use of share return. The
studies by Yasser et al. (2011) confirmed it. However, according to Mehran (1995), this proxy

is more effective when it occurs in companies with total shareholding.

It is possible to find relations and effects of macroeconomics in the stock markets in

different regions of the world (Abugri, 2008; Gupta & Modise, 2013; Peirsé, 2016; Quadir,
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2012; Zhu, 2012), making even predictive share return analyses possible (Asgharian et al.,
2013; Gupta & Modise, 2013).

Therefore, based on the studies found and knowing that the performance measure
can be obtained from various indexes, we decided to use the stock return of stock markets

with the highest trading flows as a proxy for performance.

2.3 SUPPORTING HYPOTHESES

2.3.1 Economic opening

For Chen and Huang (2009), economic freedom is given by how much one can
perform an economic activity with minimal government interference. According to their
study, variables such as protection for shareholders and the country’s legal environment
help to create a positive relation between economic freedom and shareholder returns, using

multiple regression.

To this end, the Economic Freedom of the World (EFW) index was created. The project
was developed by Gwartney (2009). By analyzing 100 countries, Gwartney (2009) identified
some issues regarding the index of economic freedom in his study. Among these issues, it
was possible to verify that countries with greater economic freedom have a greater private
investment within the GDP, as well as increased productivity, faster growth, higher per capita

income and poverty reduction when compared to countries with less economic freedom.

In a national analysis, Bujancd and Ulman (2015) found that countries considered
highly economically free have a greater competitiveness in the market. To carry out the study,
data from the EFW index, made available by the Fraser Institute and collected in 2012, were
used. Together with this analysis, it was also possible to identify that unemployment rate,
productivity, trade balance, among other characteristics, are directly affected by economic

freedom.

The research by Yildirim and Gékalp (2016) used twenty-three institutional structure
variables in developing countries to verify macroeconomic performance, using multiple
regression. Based on the results obtained, it was possible to identify that the variables related
to the country’s economic opening, such as regulations on trade barriers, participation of the
private sector in the banking system and a low restriction of foreign investment, presented a

positive relation regarding the performance of developing countries.

In contrast, Setayesh and Sheidaee (2016) conducted a study in twelve countries in
Asia and the Pacific from 2002 to 2012 to verify the effects of economic freedom on stock
market return using the EFW index published in 2014 by the Fraser Institute. However, the
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results showed no correlation between these two variables, which corroborates the findings
of Chen and Huang (2009), who used the Index of Economic Freedom (EF) published by
the Heritage Foundation and the Wall Street Journal. However, at the same time, Chen
and Huang (2009) identified that economic openness is linked to less volatility in the stock

market. Therefore, There is a positive relation between economic freedom and performance.

2.3.2 Unemployment

At first, the work of Boyd et al. (2005) brought to the discussion the relation between
the news of unemployment and the reaction of the stock market in the short term. The results
showed that, on average, news of a rising unemployment rate had negative effects when
the market is in economic contraction, while there are positive effects when the market is in
economic expansion. Boyd et al. (2005) argued that this increase in unemployment rate is a

future indication of lower corporate profits and lower interest rates.

Also conducting a short-term analysis, Gonzalo and Taamouti (2012) sought to verify
by quartiles the non-linearity in the stock market's reaction to an anticipated and unforeseen
unemployment rate using Granger causality and tests based on quantile regression. According
to the results, the increase in early unemployment rate has a significant impact on the stock
price, raising its price. As an explanation, Gonzalo and Taamouti (2012) analyzed the relation
between unemployment rate and the Federal Reserve (Fed). In that study, it was possible to
identify that unemployment rate is followed by the Fed’s monetary policy, which reduces the

interest rate, causing an increase in stock exchange prices.

As for long-term analyses, the research by Jareiio and Negrut (2016) aimed to
understand the relation between the economic cycle and the evolution of the stock market in
multiple regression. The results obtained showed that it is possible to verify a significant and

negative relation between the stock price and the increase in unemployment rate.

Holmes and Maghrebi (2016) identified that an increase in the uncertainty of stock
return leads to an increase in the unemployment rate. There is also the work of Mollick and
Faria (2008), who, using Tobin's Q, found a significant and negative coefficient in relation to

unemployment rate.

Finally, it was possible to verify in the literature the effects of unemployment rate
on the stock market in both the short and long term. For the most part, unemployment rate
has a negative and statistically significant relation with the stock market. Therefore,: The

unemployment rate has a negative relation with performance.
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2.3.3 Gross domestic product

The GDP is the most used indicator for verifying and analyzing the growth of a given
country over time or comparing countries. It can be determined by the value of the final
goods and services produced or by the sum of the added values in the economy in a country

for a specific period (Blanchard, 2011; Vasconcellos, 2015).
Berger et al. (2004) verified that a high GDP is related to a higher degree of market

share, in which the economic performance of community banks is positively related to GDP
growth. Following the reasoning, the increase in GDP itself causes an appreciation of companies
in the stock market; their growth increases the expected cash flow and performance using

quantitative approach (Hussin et al, 2012; Jarefio & Negrut, 2016).

The research by San and Heng (2013) showed that GDP growth is not a determinant
to profitability in Malaysian banks and reported the possibility that banks operating in
different macroeconomic environments are affected by other macroeconomic variables.
The study by Rashid and Jabeen (2016) found a negative relation between GDP and the
performance of financial institutions. In contrast, studies were found that verify a positive
effect of GDP on the profitability of financial institutions and companies in the insurance

sector (Curak et al, 2012; Banerjee & Majumdar, 2018; Petria et al., 2015).

Therefore, according to the studies mentioned, the Gross Domestic Product has a very
strong trend of positive effects on the financial performance of companies. However, there is
still the possibility, despite low, of a negative relation. Therefore, : There is a positive relation

between GDP and performance.

2.3.4 Exchange rate

The exchange rate plays a fundamental role in economic stability and external balance.
Fluctuations occur constantly. The exchange rate has general causes in the economy, affecting
the level of production and employment, exports, imports, and international financial capital

movement (Blanchard, 2011; Vasconcellos, 2015).

Murungi (2014) identified a relation between the exchange rate and the financial
performance of companies in Kenya using descriptive analysis, correlation analysis and
multiple regression. This causality may vary according to the currency used and whether it
shows appreciation or devaluation. Confirming the work of Hussin et al. (2012), the research
by Cori¢ and Pugh (2010) managed to identify factors that help to explain the extremes

in positive and negative relations of the exchange rate with the international market, and
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adds by stating that on average the exchange rate variability has a negative relation with

international trade using quantitative approach.

The research by Acaravci and Calim (2013) carried out on the Turkish banking sector
used three models: model 1 for a state bank, model 2 for a private bank, and model 3 for a
foreign bank using cointegration test approach. The model 2 had a negligible impact, while

models 1 and 3 showed a positive and significant relation with performance.

Regarding the food sector, Lee (2018) found a negative and significant relation
between exchange rate and financial performance using multiple regression. This relation
was because the dollar is increasingly stronger than the Brunei currency, which is causing
instability in the price of raw materials. Hasan et al. (2019) conducted a study on insurance
companies in Bangladesh and found no significant relations between exchange rate and

performance in panel data regression metrodology.

Finally, according to most of the studies mentioned, it is possible to verify a significant
relation between exchange rate and the performance of companies. However, whether this
relation is positive or negative depends on the currencies used in the valuation and the trade
balance situation between these countries. However, in most studies, there was a negative
and significant relation between the exchange rate and performance. Therefore,: There is a

significant and negative relation between exchange rate and performance.

3 METHODOLOGICAL PROCEDURES

Scientific research is based on a set of systematic procedures based on logical reasoning,
seeking solutions to problems and questions, but always using scientific methods (Andrade,
2010). This work is quantitative, which, according to Creswell (2010), is a method for testing
objective theories from the analysis of the relation between variables, e.g., macroeconomic
variables (interest rate, exchange rate and GDP) and the use of instruments to measure
variables, enabling analyzes based on the results found. The research used a hypothetical-

deductive method.

This work is also classified as descriptive, as there is no interference by the researcher
in the facts, which will be recorded, classified and interpreted. In descriptive research, there
is also an establishment of relations between variables, which often aim to determine the

nature of these relations (Gil, 2008).

The present work considered the stock exchange of Brazil, Chile, China, India, Japan,
Malaysia, Mexico, Peru, and Russia, which present the largest volume of negotiations in the

financial market. The analysis period comprises an annual time frame from 2000 to 2018
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aiming to increase the number of observations that, consequently, will allow a better analysis

of the results.

Macroeconomic data in line with business data were collected from 2000. The
macroeconomic variables were (i) economic freedom, (ii) unemployment rate, (iii) Gross
Domestic Product, and (iv) exchange rate. Finally, data collection will be carried out

considering the annual period in face of the difficulty in collecting quarterly or monthly data.

Initially, we intended to access the official websites of each stock exchange in the
sample to collect data. However, due to the difficulty of finding them and obtaining datq,
the collection of points of each exchange took place from the website investing.com, which is
a platform of financial markets with international relevance and presents the necessary data

for this research.

In turn, the other data were obtained from the World Bank (macroeconomic data) and
the website heritage.org/index because they have great relevance and worldwide reliability.

All data were collected manually.

Initially, descriptive statistics of the research data were performed. Subsequently,
a multiple regression was carried out seeking to verify the importance of macroeconomic
variables (economic freedom, unemployment rate, exchange rate and GDP) in the performance

of the stock market.

Therefore, multiple panel data regression, the dependent variable performance is
the score of the local stock exchange. The variables exchange rate (expressed in USD) and
the gross domestic product (expressed in national currency) were deflated. The calculation

formula to measure the performance of the Local Stock Exchange Score is:

D(SE) = B1D(%AGDP) + B2D(ER) + B3D(Ln(EF)) + B4D(UNE)

Where,

SE = Measured by the first difference in the score of the local stock exchange

EF (Economic Freedom Index) = Measured by the first difference in economic freedom.
UNE = Measured by the first difference in the unemployment rate

GDP = Measured by the percentage change in Gross Domestic Product.

ER = Measured by the first exchange rate difference

Multiple panel data regression is important because it overcomes possible econometric
problems by considering larger samples. Considering the autocorrelation problem, the Newey-
West (NW) technique was used. The variables and their measurements are summarized and

justified in Table 1.
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Chart 1
Summary of variables
Variable Exg‘ecfed Justification
ign

Explanatory
Variable

Countries with a greater economic freedom have a greater private investment
within the GDP, as well as increased productivity, faster growth, higher per
Positive capita income and poverty reduction, when compared to countries with less
economic freedom (Gwartney, 2009); countries considered highly economically
free have a greater competitiveness in the market (Bujanca & Ulman, 2015).

Economic free-

dom (EF)

The results showed that, on average, news of a rising unemployment rate had
negative effects when the market is in economic contraction, while there are
positive effects when the market is in economic expansion (Boyd et al, 2005).
Gonzalo and Taamouti (2012) found that the increase in the early unemploy-
ment rate has a significant impact on the stock price, raising its price. The

Negative unemployment rate is followed by the monetary policy, which lowers the interest
rate, causing an increase in stock market prices (Gonzalo & Taamouti, 2012).
However, by relating the economic cycle and the evolution of the stock market, it
is possible to verify a significant and negative relation between the share price
and the increase in unemployment rate (Jarefio & Negrut, 2016), converging with
most studies (Holmes & Maghrebi, 2016; Mollick & Faria, 2008).

Unemployment

rate (UNE)

The GDP is the most used indicator to verify and analyze a country’s growth over
Percentage time (Blanchard, 2011; Vasconcellos, 2015). Thus, a high GDP is related to a greater
variation in Positive degree of market share; the economic performance is positively related to GDP
Gross Domestic growth (Berger et al, 2004) so that the increase in GDP causes an appreciation of
Product (GDP). companies listed in the stock market, and their growth increases the expected cash

flow and performance (Hussin et al, 2012; Jareiio & Negrut, 2016).

The exchange rate has general causes in the economy, impacting the level of
production and employment, exports, imports and international financial capital
movement (Blanchard, 2011; Vasconcellos, 2015). In general, exchange rate vari-
ability has a negative relation with international trade (Hussin et al, 2012; Cori¢
& Pugh, 2010) possibly because the dollar is increasingly stronger than local
currencies, which causes instability in the price of raw materials (Lee, 2018).

Exchange rate

(ER) Negative

4 ANALYSIS AND DISCUSSION OF RESULTS

Table 1 presents the results of descriptive statistics and the variables used in the
research. Thus, it is possible to verify that (i) the stock exchange presented an average
variation of 1,383 points; (ii) the unemployment rate showed an average decrease of 0.067%,
evidencing a reduction in unemployment over the analyzed period; (iii) the ER shows an
average price variation of 1,116 currency units; (iv) regarding the %AGDP, there was a
decrease of 0.12%, a value close to the median -0.15%; (v) the EF presented a considerably
low, but positive result in the mean and median 0.0022; (vi) finally, all the research variables

showed high standard deviations.
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Table 1
Descriptive Statistics
Variable Mean Median Standard Deviation Maximum Minimum

D(SE) 1,383 855 6,074 31,038 -26,335
D(UNE) 5.218 4500 2.421 12.827 2268
D(ER) 1.063 395 17.88 95.35 -131.63
GDP 4.335 4.495 3.43] 14.231 -7.799
EF 0.131 0.200 1756 6.500 -5.800

Notes: ER = first exchange rate difference; GDP = first difference in the percentage change in GDP; UNE =
first difference in the unemployment rate; EF = first difference in economic freedom.

In turn, Table 2 highlights the correlations between the study variables. It is worth

mentioning that Variance Inflation Factor (VIF) tests were not reported, highlighting that

multicollinearity is not a problem for the research estimates. In general, the variables showed

very low correlations, either positive or negative. Specifically, the highest correlation found

was between D(%AGDP) and D(UNE).

Table 2
Correlation of variables
VARIABLE D(UNE) D(ER) D(%AGDP) D(Ln(EF))
D(SE) 0.22 -0.003 -0 -0.12
D(UNE) -0.04 -0.22 -0.17
D(ER) 013 0.01
D(%AGDP) -0.002

As for autocorrelation, the Durbin-Watson (DW) test highlighted the existence of

autocorrelation. As for heteroscedasticity, data were estimated with white correction

(diagonal). Finally, for normality, the central limit theorem was used as a support, in which

samples greater than 100 observations tended towards normality (Gujarati & Porter, 2011).

Justified by the autocorrelation problem, the Newey-West (NW) technique was used.

Table 3
Results for D(SE)
VARIABLE A
D(%AGDP) 299.6**
D(UNE) 20,0459
D(ER) -21.3*
D(Ln(EF)) 07,9316
C 1,715.0*
Estimate NW
R? 0.108
F 4.39
(0.0000)

* Statistically significant indicators at 1% (P<0.01)
** Statistically significant indicators at 5% (P<0.05)
*** Statistically significant indicators at 10% (P<0.10)
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Table 3 presents the results of the effects of explanatory variables for the dependent
variable D(SE), obtained using the multiple regression statistical technique, using the
approach proposed by NW due to the presence of autocorrelation. The results showed that
the variable D(Ln(EF)) has a negative and significant relation at 10%, not confirming ,
contrary to the studies by Gwartney (2009), Bujancéd and Ulman (2015), and Yildirim and
Gokalp (2016). In other words, the greater the economic freedom, the lower the performance
of the stock market. This unexpected result can be justified by characteristics intrinsic to the
countries of the research sample and by the period of analysis (i.e, different from the studies

analyzed in this research).

Next, D(UNE) presented a positive and significant relation at 5% with the performance
metric, rejecting . The results are in line with the works of Boyd et al. (2005) and Gonzalo and
Taamouti (2012). As for the justification, we can identify from the data obtained that there
was an expansion of the stock market during the analysis period together with a considerable

increase in the unemployment rate in the same period, as explained by Boyd et al. (2005).

Subsequently, the variable D(%AGDP) showed a positive and significant relation at
5% in the model proposed in this research. Therefore, it corroborates the works of Berger et
al. (2004), Hussin (2012) and Jarefio and Negrut (2016), carried out with different samples

and periods, confirming .

In turn, the variable D(ER) showed a negative and significant relation at 10%,
confirming and corroborating the works of Cori¢ and Pugh (2010) and Lee (2018). As shown
by Murungi (2014), the currencies that make up the sample are devalued when compared

to the dollar, the monetary unit used as the basis for our study, justifying the result found.

In short, the GDP and exchange rate hypotheses were confirmed, while the
hypotheses of economic freedom and unemployment rate were not. Thus, the interference of
macroeconomics in the stock market performance of local markets stands out. Each region

analyzed in the sample has its specificities and a volatility over time.

As for R? it was approximately 10.8%, considered important in determining the
performance of the stock market with respect to the macroeconomic impact. The model also
considered the F test. Still, the constant presented a positive and significant relation at 1%
in the model adopted. In practical terms, the work highlights the importance of considering
macroeconomics in company performance. Furthermore, the relationship may be important

as a guide for company management and also for governments.
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5 FINAL CONSIDERATIONS

In view of the research objective, i, to determine the effects of macroeconomic
variables on the performance of the stock market, it is possible to state from the four
research hypotheses that there is a relation/effect of macroeconomics on stock returns. The
study included five variables from nine countries and a period of nineteen years (2000 to
2018). The research used multiple regression with panel data, considering estimation by NW.
Hypotheses 3 and 4 were confirmed, corroborating the research highlighted in the work.

The hypotheses of GDP and exchange rate were confirmed, while the hypotheses of
economic freedom and unemployment rate were rejected. All variables presented a statistical
significance at 10%. The results show that, in general, (i) the economic freedom of the group
of countries that make up the sample is not advantageous, (ii) a higher unemployment
rate in these regions contributes to the performance of the stock market, (iii) GDP growth
contributes to a better performance of the stock market in their respective countries, and (iv)
as the currencies that compose the sample are devalued in comparison to the dollar, higher

exchange rates negatively affect their stock markets.

Difficulties were found during the work. Thus, limitations arise because there is no
possibility of accessing database software. The information was collected manually from
different locations. The search for the necessary data presented barriers regarding the style

of the platforms and the arrangement of the information, which is not standardized.

As a suggestion for further research, studies need to (i) analyze a longer period of
datq, (ii) confront developed countries with developing countries, (iii) carry out analyses by
business sectors at the expense of the grouped approach, and (iv) adopt another performance
proxy and add other macroeconomic variables in the survey, e.g., interest rate and trade

balance.
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