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ABSTRACT

This study examines the relationship between stock market and major
macroeconomic variables in 3 Pacific Rim countries. This study is undertaken
because of the controversy opinions about the causal relationship between stock
market and macroeconomic aggregates. The variables in this study consist of stock
market, money supply, national income, interest rate and rate of inflation and the
data are collected on monthly basis from 1995 to 2004. The tools such as Regression
Model, Correlation Coefficient, and R Square are used to identify the relationship
between dependent and independent variables. The T-Statistic and F-Statistic are
used to test the significance between the dependent and independent variables. The
findings and results show a positive relationship between stock price and major
macroeconomic variables. On the other hand the result also found that there are
significant relationships with money supply, national income, interest rate and rate of

inflation.
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