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Abstract
The study aimed to assess the
macroeconomic determinants of stock
market  fluctuations 1n  Palestine,
quantitative data were collected through
secondary sources of the Palestinian
Statistics  Authority, the Palestinian
Institute for Research and Studies MAS,
and the World Bank, from the year
(2005-2019). Descriptive statistics, unit
root test and ARDL model were used.
The data were of mixed nature because
they consist of a constant root and a unit
root. Results revealed that the general
model was important in explaining the
phenomenon and in the long run, there is
a significant impact of macroeconomic
indicators on stock prices in the Palestine
Stock Exchange, geographical
boundaries were the main issue limiting
data collection and analysis. This study
can also be improved by making a
comparison  between  neighboring
countries and industry comparison of the
same industries.
Keywords: Interest rate, Exchange
rate, Stock market, Inflation rate, FDI.
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Table-1. Descriptive Statistics.

Variable Mean Std. Min Max

Exchange Rate] $3,636 $3,479 $2,842 $4,236
-860.0%
303.1% 845.1%

Interest Rate | 448.3% 644.7% 560.7%

Inflation Rate | 825.0% 808.4%

FDI $7,120,000 |$8,040,000 $8,100,000
$4,550,000
Stock Price
5.54 4.4 0.50 14.1
Volatility
Stock Return
6.18% 3.57% 0.00% 17.25%

Volatility
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Table-2. UNIT root testing

Variable Test Statistics [P-Value
Exchange Rate -1.59 0.4886
Interest Rate -5.448 0
Inflation Rate -4.285 0.0005
FDI -8.347 0
Stock Price Volatility -1.83 0.3658
Stock Return Volatility -3.124 0.0248

Bounds Testing
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Table-3. Bound Values
10% 5% 1%

o) 1y [I0) Iy IO Iy |I0) [
F|2.828 [4.353 [3.582 [5.396 |5.603 [8.152 [0.016 [0.065

P-value

t -2.9 0.004 (0.042
0.2478 |3.622 4.133 (3.805 |5.235

Autoregressive Distributed Lag
Model
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Table-5. ARDL model of the research

long ru
Coef. Std. Err. t P>t [95% Conf. Interval]
LR
Stock Return Volatility |-2.3351 0.54827 -4.26 0.001 -3.5196 -1.1507
LER -0.0274 0.00395 -6.94 0 -0.0359 -0.0189
Interest rate -0.0051 0.00073 -7.03 0 -0.0067 -0.0035
Inflation rate 0.00038 0.00082 0.46 0.651 -0.0014 0.00216
LEDI -0.0018 0.00063 -2.81 0.015 -0.0031 -0.0004
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Table-4. ARDL model of the research

short run
Coef. IStd. Err. t P> |t]| [95% Conf. Interval]
SR
Stock Return Volatility
LD. 0.96287  [0.36002  |2.67 0.019 0.18509 1.74066
L2D. ]0.31308 [0.26306 1.19 0.255 -0.2552 0.88138
Interest rate
D1. -0.0064 [0.00187 |-3.4 0.005 -0.0104 -0.0023
LD. 0.00494 10.00174  |2.85 0.014 0.00119 0.00869
L2D. ]0.00487 [0.00144 |3.37 0.005 0.00175 0.00798
L3D. ]0.00358 [0.00101 3.56 0.004 0.00141 0.00576
Inflation rate
D1. -0.0015  [0.00134 |-1.15 0.269 -0.0044 0.00135
LEDI
D1. -0.0041  [0.00201 |-2.04 0.062 -0.0085 0.00025
_cons 0.80285 0.1985 |4.04 0.001 0.37401 1.23168
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