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		Abstract

		Stock market returns are known to be significantly correlated with inflation and money growth. The impact of real macroeconomic variables on aggregate equity returns has been difficult to establish, perhaps because their effects are neither linear nor time-invariant. We estimate a GARCH model of daily equity returns, in which realized returns and their conditional volatility depend on seventeen macro series' announcements. We find six candidates for priced factors: three nominal (CPI, PPI, and a Monetary Aggregate) and three real (the Balance of Trade, the Employment Report, and Housing Starts).    

Notably absent from this list are popular measures of overall economic activity, such as Industrial Production or GNP. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: stock returns, factor, macroeconomics

	
	

	
    

    
	

	
	
		JEL Classification: G12, G14

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	

























    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Flannery,  Mark Jeffrey and Protopapadakis,  Aris, Macroeconomic Factors Do Influence Aggregate Stock Returns.  Available at SSRN: https://ssrn.com/abstract=314261 or http://dx.doi.org/10.2139/ssrn.314261 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Mark Jeffrey Flannery (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Florida - Department of Finance, Insurance and Real Estate  ( email )

			

			
			
				
				
				
					P.O. Box 117168
Gainesville, FL  32611
United States
352-392-3184 (Phone)
352-392-0103 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Aris Protopapadakis

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: University of Southern California - Marshall School of Business - Finance and Business Economics Department]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Southern California - Marshall School of Business - Finance and Business Economics Department  ( email )

			

			
			
				
				
				
					Marshall School of Business
Los Angeles, CA  90089
United States
213-740-6537 (Phone)
213-740-6650 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    3,167

			

		
		
		
			Abstract Views

			   10,263

		

		
		 
		
			Rank

			    7,223

		

		
	


	
		
            
            	       85 Citations
		

	

	
		
			
				       16 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    USC Marshall School of Business Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                USC Marshall School of Business Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,041

                                    

                                    
                                        PAPERS

                                              915

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Gerard J. Tellis at University of Southern California  - Marshall School of Business, Department of Marketing

                                    

                                
                            

                        

                    

                
	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,020

                                    

                                    
                                        PAPERS

                                           32,387

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Monetary Policy Surprises and Interest Rates: Evidence from the Fed Funds Futures Market

                        
                            By
                                
                                
                                    
                                    Kenneth N. Kuttner
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Monetary Policy Surprises and Interest Rates: Evidence from the Fed Funds Futures Markets

                        
                            By
                                
                                
                                    
                                    Kenneth N. Kuttner
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        What Explains the Stock Market's Reaction to Federal Reserve Policy?

                        
                            By
                                
                                
                                    
                                    Ben S. Bernanke
                                     and 
                                
                                    
                                    Kenneth N. Kuttner
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            What Explains the Stock Market's Reaction to Federal Reserve Policy?

                            
                                By
                                    
                                    
                                        
                                        Ben S. Bernanke
                                         and 
                                    
                                        
                                        Kenneth N. Kuttner
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Effect of Changes in the Federal Funds Rate Target on Market Interest Rates in the 1970s

                            
                                By
                                    
                                    
                                        
                                        Timothy Cook
                                         and 
                                    
                                        
                                        Thomas K. Hahn
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Impact of Monetary Policy on Asset Prices

                            
                                By
                                    
                                    
                                        
                                        Brian P. Sack
                                         and 
                                    
                                        
                                        Roberto Rigobon
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Impact of Monetary Policy on Asset Prices

                            
                                By
                                    
                                    
                                        
                                        Brian P. Sack
                                         and 
                                    
                                        
                                        Roberto Rigobon
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Real-Time Price Discovery in Stock, Bond and Foreign Exchange Markets

                            
                                By
                                    
                                    
                                        
                                        Torben G. Andersen, 
                                        
                                    
                                        
                                        Clara Vega, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Real-Time Price Discovery in Stock, Bond and Foreign Exchange Markets

                            
                                By
                                    
                                    
                                        
                                        Torben G. Andersen, 
                                        
                                    
                                        
                                        Clara Vega, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Real-Time Price Discovery in Global Stock, Bond and Foreign Exchange Markets

                            
                                By
                                    
                                    
                                        
                                        Torben G. Andersen, 
                                        
                                    
                                        
                                        Clara Vega, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
