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In this paper, the multivariate cointegration method is employed to examine the long-run
relationship between macroeconomic variables and stock return. The paper further investigates the issues of
whether permanent or transitory driving forces from macroeconomic variables impact on market returns in
develop economies (Singapore, U.K. and U.S.) and emerging economies (Thailand and Malaysia).

The results from testing cointegration indicate the long-run relationship between stock return and
macroeconomic variables in stock market of Thailand, Malaysia and Singapore has 4 cointegrations. In
addition, we found 3 cointegrations in the U.K. and the U.S. stock market. The direction of relationship
between macroeconomic variables and stock index are the same in developed market both the U.K. and the
U.S. The relationship in emerging market has similar direction except for long-term interest rate. Moreover,
when we compare the relationship between macroeconomic variables and stock index in the emerging market
found that inflation, short-term interest rate and industrial production were the same direction as in the
developed market. The evidences from testing permanent and transitory driving forces suggest that the
inflations have negative transitory influences in all market except for Malaysia and Singapore. In addition,
the inflations have persistently negative impact on the stock index of Malaysia and the U.S. The foreign
exchange rate has permanently adverse effect in Malaysia. The short-term interest rate only contributes
negative permanent influence in Thailand. The long-term interest rates not only have negative transitory
impact on Thailand market but also have permanent impact on the U.S. market. Furthermore, the negative
impact of the long-term interest rate in Singapore occurs in long-run and short-run. The positive relationship
between manufacturing production index and stock market has permanent and transitory influence in the
developed market both the U.K. and the U.S. However it impacts on stock index of Thailand and Singapore
in transitory. Finally, crude oil price is a significant factor that exerts a long-lasting effect on the whole

market and also has negative relationship with stock index in short-lived especially for Thailand and the U.S.





