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Abstract:

This study aimed to analyze the impact of stagflation on
the returns of emerging financial markets in ten countries: Brazil,
India, China, Russia, South Africa, Mexico, Indonesia, Turkey,
Thailand, and Egypt. The analysis covered the period from 2000
to 2024, employing the ARDL model and the Bounds Test for
long-term cointegration relationships. The results revealed that
stagflation (ST) exerts a strong and statistically significant
negative impact on financial market returns in the long run.
Specifically, a 1% increase in the stagflation index led to a
decrease in returns of approximately 0.68%. The findings also
indicated that the interest rate (INTR) exhibited a positive and
significant association with returns. This may reflect the role of
monetary policy in restoring confidence or the rise in nominal
returns due to inflation. On the other hand, Foreign Direct
Investment (FDI) had a significant negative impact, suggesting
the potential for crowding out domestic investment or profit
repatriation abroad. Meanwhile, variables such as political
stability (STAB) and the exchange rate (EXCH) did not show
statistically significant effects. The Bounds Test for cointegration
revealed the existence of a long-term relationship between the
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variables in 9 out of the 10 countries, supporting the validity of
the ARDL model. In the short term, the error correction term
(COINTEQ) indicated a high speed of adjustment (-1.10),
pointing to a rapid response to shocks. However, this also
potentially reflects the possibility of over-adjustment in some
markets. These findings highlight the importance of adopting
balanced economic policies that address inflation without
exacerbating recession, while simultaneously enhancing the
attractiveness of emerging markets for productive investments.

Keywords:Stagflation, emerging markets, financial market
returns, ARDL model, Bounds Test
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A8 ghas uag JE Jsaally Balo ) ds o aaat; il jueid) o
2o At Al Al Jae <l el ol L)
Z 3 gail) cl el Jali ) 48 ghuaa (£) Jgi>

Correlation
Probabilit
y
RETU | 1.000000

RETU ST ST2 STAB INVS INTR FDI FBI EXCH

ST -0.000635  1.000000
0.9920 -

ST2 0.047653  0.550505  1.000000
0.4532 0.0000 -

STAB | -0.018830 -0.345130 -0.221490  1.000000
0.7670 0.0000 0.0004 -

INVS | -0.068435 -0.368811 -0.555019  0.511252  1.000000
0.2811 0.0000 0.0000 0.0000 -

INTR 0.079313  0.727905  0.427978  -0.179139 -0.256657  1.000000
0.2114 0.0000 0.0000 0.0045 0.0000 -

FDI -0.119353  -0.292535 -0.414551  0.639981  0.723370  -0.222121  1.000000
0.0595 0.0000 0.0000 0.0000 0.0000 0.0004 -

FBI 0.297089  -0.288253 -0.352617  0.369565  0.406623  -0.132239  0.423019  1.000000
0.0000 0.0000 0.0000 0.0000 0.0000 0.0367 0.0000 -

EXCH | -0.011694 -0.086442 -0.105247  0.082300  0.020240 -0.079784 -0.129341 -0.132983 1.000000
0.8540 0.1730 0.0968 0.1946 0.7501 0.2087 0.0410 0.035%6 -
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Sy 5 (INTR) Apaiil) dadud) ae 353 Jasi 0 (ST) (raduiaill 2680
S (RETU) @oed) dilge Lo il o 186 081 ¢(INVS, FDI)
cndy Wl )l JEYI il s (FBI) sdlsal) 58 ada¥) i)
a1 s el A gl Hen o o gl Jaliy Laa i gl

Jia) Ladiile zilai aladinsy adai s A3l (3 sul) & 8Dl died 2S 53 il
Aad) Qs (ARDL

U gad Jira —aduzil) Jara ) oaduiail) 368l A1 ikl (V) g3 gadll

3y tARDL  gigal aladiuly Lllad) (§loud) g to (Aol o)
Lauldl L) e ARDL e sall dgia )l ol gadll SIA jlasiV) 23 ga
Jishll sadl te ol juidl o Al cilidall Juladl daadioal) Aladl)
Ly Cusy dplaal) 3l Judladl Gea ARDL gasedll Coay ¢ juaill
sl Ao Loadl KU ¢ puadll gaadl Jo Jadd pud dlitidd) § Zaldll < il

Al @l paiall & XX, X el aidl s Y oS 138y shall

ARDLZ 3 g4 (b & ghad

e 5 jEhae il ppaiall of 3SUY (Unit Root Test) <biball 4y ) jiul sl

S GELA Gl Js¥ GAl sl (s gimsall

58 Juadl L2 HQIC 5 BIC i AIC plasinly clall & 5 yas,

Lelan)

ia JalSS 2gag gesdl (Bounds Test): gl lasl

dad S 1) ¢ (Pesaran et al., 2001) < ziall Gu(Cointegration)
O AL A s e Ju 13gd ddaall Aadll e JelF-statistic

)
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sy 2l glaw [ =
¢
Bounds Testagaad) JLidl () Jgaa
Cross-Section Obs. F-Stat.

1 24 11.53174

2 24 15.24700

3 24 9.438862

4 24 10.91249

5 24 9.535621

6 24 8.502452

7 24 18.19469

8 24 20.75081

9 24 7.263145

10 24 2.905600
Sample Size 10% 5% 1%
1(0) 30 2.277 2.730 3.864
1(2) 30 3.498 4.163 5.694
1(0) Asymptotic 1.920 2.170 2.730
1(1) Asymptotic 2.890 3.210 3.900

*1(0) and 1(1) are respectively the stationary and non-stationary
bounds.

ARDLz3 5 (Bounds Test) 2 saall jLadl) milis jands

Pesaran, Shin & Smith (2001) Bounds _bia) i Jsaall jelay
diad) Jsall (e A g0 JS 8 il G (JaY) Al shall) Al 48MaUTest)

Dol Al 4 jEally padil] F-Statistic gl
48 LLalss B3 1(1) (5.691) — 2 % ) 0 e 11.53174 o
Ay gh ALl BN J(1) — < %) (e o 15.24700 gl
A Adalss dBdle T(1) > - %)) O o 9.438862 Gl
1% g el I(1) — A sl Alalss A 10.91249 Ly
b 00 xie 4Lalss dB¥e 0, — ) 2ie(1) (5.691) 3 1(0) (3.976) O 9.535621 Ly 8 qgia
ALl A8 (1) (4.148) — 2 %O 0 s 8.502452 el
A Adalss dBdle T(1) > - %)) O o 18.19469 Lo gl
1 Ay 6B ALl ABe J(1) — 4 %) O Sy e 20.75081 LS
Adalss il (1) — 4 % o St 7.263145 Al
Al ABNle a2 ) — Y.FYE0, (Ve die [(0) (e B 2.905600 paa
Yoo dyl - Sl el e bl alal)
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i ) clalitiuy)

% AN (5 sise 2ic (JaY) ALy sh) LT ADe Heldf Jsa Ve Jual (0O @
el sl

daall ol (e el Fostatistic Laal (3 A Y 5T cf o (Y <)) Jsall e
(1)

1(0) 0 F-stat hié %0 (s siue vic 4LlSS A8le Lgpal (0) Baals A2 @
) xe (1)

%) + die (F-stat < 1(0) 45 8o sl jedai Y (V4 ) 32al 54050 @

ALalSs A8Me Lgzal () +/9) Jsall e oabaadl Adladl o 2S5 2 50al) sl
Al gl COlalrall s o 40Ul 5 shadll ARDL. aladiul acdy las «Ja¥) a5l
ECT. e Jeanil) clSaalipn sl 5 JaY)

1A 98 Alals ABYe 3 g g il (A J gl

¢ (11.53)d0 ¢« (15.24)i¢d « (18.19)kusisal ¢ (20.75)u85 o
(9.43) el ¢ (10.91)ksmas

Y i Las ¢ (1(1)) %1 xie Llell dpaall dadll & glad Jsall 020 pran— o
Gl adl sl e b G Rl Wl s
Sl 3 gl el 5 I S8 e G | 5se GlSon Unal i (S 130
el 35S e Aailil da gl (e pe ) e (Jsall o2

‘e g Alal< ABNe & yeli o Jeal)

(9.53)kk 8 s .
dic |(1) sl LSl (04 ) 4 gina (5 gl dic |(1)} |(0)u.ucA.\4.usS\—>
%.°
YoYo doyl - SEl aaal) e (alud) alall
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Jns ey Lo i 00 (g glua die ALalSE Ao 3 gay Jo S 1310
Al Jsall Jia 3y 8 Cad LiS1 A3

(7.26)2B ‘ (8.50)ckmsal) &
Lsina (g gl 3 LS A 5my Jle Ju Lee %0 e |(1) slaki adll s
%.) (5 sinse die O yeda A elli (e s 8 i LS Al e Ae 4 5 <00
ST sl o3 A ) en) o (o gl s bt g (LS 3 Jia g0 (3 A8l 5 8
Al g Al bl dpulin ST Lay ) 5 alaB) il yaiall e Laloxs)

On da¥) dlgh Gde sy @il (V0 dial e 3) sl Jsall alaxs
ezl 35S G 5l 5 ga g Ay acdy Lo cJlall (3 su g Apaliai@Y) O yuaiiall
el e 23U 31 el e
el ABe gl Al A1) AL gal)
(2.90) e

= 2.905600_»ax! F-Statistic dafd
On 5 ¢(Y.YYE) %) v 4 gina (5 sie 2ic | (0) Liall dpasl) dail) e JBT o
G dal) Alsh BLISS ABle a5 Y 4l e LI(1) (3.647). Sl s
(Tl (855 ¢ sl cainiaill Jia) il jpziall

G G sl A YDAl Gk Lolal) cldi ) Gl a8
Tl (8 saall e Apalai8Y lisdyd) Jay) s

daxial) Jaladl g gél.mﬁ‘i\ euditl)
tASY LByl g Alal) (8 gaad) ( ASgd) Jay) Al Ciia

O ¥ «ilia sai s dpaduai o siiia (e (lay (5 eadll SLaBBY) (o a2
il Jl & sl KX Sxy Y Jl O g
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38 La A Apalandy) cl pdigall g dua gl 2001 (o e Jagd ) iy 108
(Ve
Sl ydisell e o 5SI GlS Al (e dgana 220 B jlas o
il sall 5 ) @Y o peiioal) 38 HLie Cana o
oY) Qi sh s sall Jglail) Caraza g iy jlcaall glii ) o
Tl g Apaiil) dubaad) B Sayad clulis

i pall jaen ddlatie 48 ) B Bae 5 ,AY) 5l A Cagd s
Absai Glgad agngs ciall ru sl e Gl ladd ad
LalaBBY) (el gall (o A3l Aalaind g onai B8l e Aan 314 I3a
el (8 g 5
JAulCe ) claat) Ll
As ) IS LA and Adlal ABEEY Cinda
(alial) Al ol 5ol A8) (§ gl Brexi 43 sana
(e asai 6308 n) Ll 5 Dpuaual) Jal sally U 0D
‘A ged) Allad Cinuda ¢

3l (e Canuz) Lo cagu) Hlaud o Ao g (S Y cilagleall 3
SV Al skl A8 el ¥ L « (Market Efficiency)d s«
PRl Aial) Lty e

Gl ol (Sar (Hot Money) cpall <l sal (8 cuila¥) il jlaiind s
(il solaBy) ¢ oY) (et Y ) (3 guall 35 5 il i
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PMG-ARDLz gl il (1) ady Jg

Variable Coefficient Std. Error t-Statistic Prob.*
Long-run (Pooled) Coefficients
ST -0.330863 0.193783 -1.707389 0.0891
STAB 0.864384 2.737877 0.315713 0.7525
INVS -0.170855 0.324401 -0.526677 0.5989
INTR 0.662107 0.230653 2.870576 0.0045
FDI -0.296686 0.071384 -4.156195 0.0000
EXCH 9.53E-05 0.000366 0.260198 0.7949
FBI 0.002126 0.000289 7.348426 0.0000
C 16.33705 6.857120 2.382495 0.0180
Short-run (Mean-Group) Coefficients
COINTEQ -1.132994 0.076413 -14.82718 0.0000
Log-likelihood: -1118.492

(Pooled Mean Group - PMG)4s: jhas s 58 o3 ARDL g3 gad el yaud
(Long-run Coefficients)Ja¥! 4L gh cdlalaall pausdsi Y of

laal
a =3 d‘(CO‘efficient) -
(Prob.)
) g QB (¥ ) adudail) 398l A1 LalS (ki 0 ) + i) (g gina ol il 0 o 258 ST
Gashll Ja¥1 B 0%+ ¥Y Ay Ll (3)5Y) .089 0.330863 i)
B ) (31 9B il ge e F a2 0s ¥ (Prob. > 0.05). Gibaa) g sira s 0 0.864 ) STAB
Cushll Ja¥) 753 384 () )
. ] R 0 - INVS
kil pudall 2l Y, 5 sina s ;.
¢ SHETDL G 509 0.170855 ol i)
2l ge Bl M g3 Yo ) BN i LI (Yo ) die) Ay ginall (5 6B o) 0 0.662 2 INTR
Jashal) Jall (B %+ 1 Ay Al (3) g .005 107 Baildl
ALl (3 gl 2l go QAEAN 535 FDI 3345 (%) o) &y ginall Mo la 0 > ) FDI
(B 3L % 0¥ Apaady .000 0.296686 Sigal) (ia¥)
o i e . L 0 0.000 AEXCH
) Ja¥) ali Yy ) [ ¥ A o .
Jrshal) Ja¥) (A Ld Bl Y Gl g i L g sina 705 0953 Gyl
Sl 5255 %)) Ay FBI (85305 S (%) 350) Aysinall Mo (bal 0 0.002 ) FBI
9.+ + Y Ay Aal) () gua) .000 126 Hall 4 ¥
Yoo Joyl - (AUl aaall e (alud) alall
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(Short-run Coefficient)sadll Ja¥! & cdlalaall jauds Ll

R
o (Yo ie) 4y giaall
a4y ) 0.000 -1.1329 1Bk g bl
a3 (Gsian %) V) Aa
ashall 30 sl
95l Yl il |
S ) 8 ) ) e JLEWYIFBI o
@5 b 5l b ALl SWELY FDI o

L;_u:\:i) g,_itA:i‘ uﬂ);.o (lNTR) paslal) e o

B yigall e Gl ueidl Y

L_ﬁ)..‘d\ g ¢ (lNVS)‘_A;A]\ )w“m‘)}\ ¢ (STAB)@”M\ BBV RS
Aglan] A3 Ld GI(EXCH)

(COINTEQ): bl i Jalzs ¥
A pariall G a1 Jasha () 53 48e 2 s 2S5 (), Y2) ALl s iy
C O ol s g s a3 ) 525 ] < Al Al

e latinY) iy (3l a) dpaal) bl of ) el sl
Ul il el Laiy (JaY) Aishay b pnal L) S jaall o bl
a3 sl A Bzl 5 1580 et b (1Y) ¢ Jlaall laiud))
A () Jua +adalll Jia ) eaduill 3g80 1 el (V) g3 gaill
:ARDL sl aladiady 4dlall (3 gl il 5o
@ jide JalSi 2sas gasdl ((Bounds Test) asall jladl skl dgly
F- 4ad cilS 1Y) ¢ (Pesaran et al., 2001) <l paiall 0 (Cointegration)
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Sl e (ALK ABe 2 5ap oy 13gh dAa pall Al e e statistic
. ARDL 73548 Grlaly prans Las 723 gl

Bounds Testagaad) JLaal (V) Jeaa

Cross-Section Obs. F-Stat.

1 24 7.961197

2 24 15.46751

3 24 5.118742

4 24 10.85772

5 24 9.171132

6 24 8.361361

7 24 17.46326

8 24 15.02869

9 24 5.185993

10 24 2.505117

Sample Size 10% 5% 1%

10) 30 2.277 2.730 3.864
1(1) 30 3.498 4.163 5.694
1(0) Asymptotic 1.920 2.170 2.730
1(1) Asymptotic 2.890 3.210 3.900

*1(0) and 1(1) are respectively the stationary and non-stationary
bounds.

ARDL 3561 i & 540 3 shall 1 3 s Laa el jukiall () jida JdSi 2 5n 5 S5 il o
ARDL ki) il (8) Jgsa

Variable Coefficient Std. Error t-Statistic Prob.*

Long-run (Pooled) Coefficients

ST2 9.046419 18.40501 0.491519 0.6235
STAB 1.482496 2.866189 0.517236 0.6055
INVS -0.003242 0.365349 -0.008874 0.9929
INTR 0.364680 0.178444 2.043660 0.0421

FDI -0.291410 0.070951 -4.107230 0.0001

FBI 0.002166 0.000287 7.556626 0.0000
EXCH 0.000177 0.000387 0.456430 0.6485

C 11.78023 11.31207 1.041386 0.2988

Short-run (Mean-Group) Coefficients

Yovo dojl oSGl aal) e Cualiadl alall
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=y glaw [ =

COINTEQ -1.125407 0.071822 -15.66931 0.0000
Log-likelihood: -1119.626
C&e - .
ARDL _sia) G.al.u el

(<l rial) Joaas 3ay) Jaxall PMG g gal gl yaeds
(Long-run Coefficients)da¥) 4l gh c:dlalaal) jaudi |
Juaia)

sl e Jalaall S|

it add (Prob. > 0.05) Llal s sira

A g . 0.6235 9.046419 i) 368,1 ST2
EAgadll Gung ol pdal) Jaall
Gy 0.6055 1.482496 U)LY STAB
e
. yira 0.9929 ; Jia) INVS
0.003242 )
@B %) gL IS (YO i) (s sina il
o AL AL (31 g i) g 2950 BN 0.0421 0.364680 Sul e INTR
%.+.¥"
JIE FDI 3305 (% ) 35e) dsinal) (Mo ol 0.0001 - il Jaial FDI
9.+, Y4 gl ysiciall ’ 0.291410 Sl
BB IS (Y% ) die) Ay ginall Ao e il JLEUFBI
%o+ ¥ gl il G 5B 0.0000 0.002166 i
Gsra pl 0.6485 0.000177 Cipall aw EXCH

(Short-run Coefficient) satll Ja¥) & cidlalaal) s

g2
W
s 0.0000 -15.669 0.071822 -1.125407 COINTEQ
Bl
Jushall
%\ 1Y.0)

YoYo doyl - SEl aaal) e ealad) alaall
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oy
ABNe sy
Jalss
it

Grbead) 23 gall) aa 4 jlia
AR il RS e

Sl (T i e il e Jsi ST — ST2 o
(Vo ) sina

(Gsine oelty) + ¥ )+ 07 e Jaladd) (=lids) (INTR o

il @i :FDI & FBI o

-1119.626 = =Log-likelihood :z3s«ill 325a o

il gl g i)l ; die galal)

) )

SYee) AU Jga Ve clily Jiad e sl 4N miliil daldl Juags
PMG-ARDL gigai s (Y Y¢

(Ao ) Apa 8N LAY adiail) 2 g€l Sl )

(%) Ne) st lu LG

el il et — admill = ST oadumill 35S HEi5e 8 %) 3245 S o
skl Ja¥ 806+ FY dsy Al (31 s i) e JE aaal) s

(A + pduaill) ST2 Jdisal g sine nf S

%Abaﬁ‘f\ bl ;\,,\Sl.d -

(Yo V) age) 2l se 5 ail Allad 3ol 1 (BN e @d ) dpatill Ayl
A5Sl AadlSa aa (sl LS

2540 Ja¥) 3 jua8 gl sy 1 (FBI)Ldlall e Jlaiin) s o
T Voo A sala s g gl AaLEa
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Saall L5 (STAB) (ol S1EAY1 1 Al il Jié
(o 30 i) s sina Ll SL(INVS)

(ARDL-PMG) 34l gigalll -z

o+l (COINTEQ = -1.13) Wadll maniai Jalaw @ dle dpasd 4o ju o
OV sn (Gsin %) VYY) e daaad )

e > 70% -8 INTR ¢ FDI ¢ FBI) datall &l paiall ;4 juudi 3 8 o
(50 52l ol

35Sl e 3 IR 200 gall olai) 1B g3 &> 800 A8 (siay 73 saill 1 il Ay

JaY) B Al (31 sud) wil e (aldy adlail) 3 Sl of A Al

L Jashl)

(W Gl ey ¢osnlall s ) Bpdlee e QB Jed
3ol a4l ladba) 4 A3 sle a8 Slalpus: dgal sall Jsla il
el Gl 5 3 g

a3 guly g BN e ady ol AN Apaliil) g Hal) 2S g )
MRS LAY sakee 453 Al (e adS) s sl daY) b

£l g Al ApalaiBY) cil piial) Cmn Ja¥) Aok LS ABNe a5ag ade -o

A paal) A A Jlall (3 gau
AaalaBBy) g LG Jal g2l (e de geney DolalSal) A8l (8 QL) b judy
La )l

Aladl) ZalaBY) il ydisall s daa sl elal G ol i) A l) Canall
L9 sl Alall 0 i gall e S HEN e 3 5an0 220 Al Aah

B el xd )5 el a ga i edilall 5 Agaiall i) b salal) el
Ao dgabiai) ) yiu) e dyiae oS5 a1 il
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o bV il il e dlain) Halig ¢ Ll (3 gl 31 Glias)
oo pall (g yeieal) A8 Lo A8 5 (ALALEN Caaa
LDl (oY) il W1 dysadll Jie) dpa Al Jal g2l o gl il
siiall sl gail) IS jaa e dlaie V) Canaay
Silua gil)- ¥
Al s gil) Giagl) ol
oo il 2l b il galn A5 gie Apall cluluw Ad
Ll (5 gt
Glsad o (saall sapm HEYI Gl 8 28U D e 408 Gluluw delua 3 55
T 5 55 pa ¢ il pall adizaill Y 8 s 32l el ad )y sy (Jlal)
8 aSall o o5 Gl ¢ Al 3 3l 4 Sl ae i 1385 ¢ BEA) gaill ac s
e LSl BV e of sy i) Auldl Gl el e SN alkal)
(Alall (3 suall (8 Jy sl 5 jlaina¥)
GBomadl BelES 3 il Al ) AalaiBy) ciluwland) A Sals)
¢ Al l TN g AaS sall Ba s (ja ) S ALl Aesn e ClaSla) £l ja) 35 pia
cJall Gl Glgl (& o paiianal) A8 o 235 ) sall Ganadi 3S Ga ) e L
JaY sk i)y saill o )l danall o Alladl) Cilisas sall Y
G g) LGl S8 Aial) ) ga¥) gy CilBBI B0} Jujad 7
SV 8 )51 (g B3 5 10y dpandati 5 Als ) Cle) ) Gl o )5 pum
S jad e zlaldl 4did Hulxe s as(capital flow management)
DL gy Y (50 Glgma) )i 8 aalud a1 palfiesall

) Al gé g gt GSLASS\ dllad cpad o
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SACALL) ial) @l i) e aldeY) (e aald) o

o Y B e 5 Aaalis) ol jlaind s Caagiad A jdad il g g

a8 yual ) g sy Lo dajaadl slaie )
e 58 YA e g Bl gl o Bla Sigy el 068 ) G eaail I
Z i a3l i@y il clubudl Gf g o(Jlall Gl — 3231l1) 3 il
Clagad ool 55 4885 Ay 500 Jalad rdlaly 4 go e A 50 1S 5 aranali 33l ) )
Gl sl s S ALY
:\ub.ﬁ\ FIRAES

Gl Dl o etz 06Ol EY Sl Sidad A jall oda a0

il Jel&ill )y ARDL dasgie dediiue Al 50 yde L Al
) (311 1Y Lty Tangd Jiay etuatll 2580 o il
Glelss ge CaiS WS Jyshll gaall o i) sl paladil ) ga Cua il
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