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Abstract 

 

The money market is directly driven by changes in interest rates and inflation from the 

capital market. Stocks are sensitive to changes in interest rates and inflation because they 

have a negative correlation with stock prices, while GDP has a positive correlation with 

the stock exchange. Determining the trends in the GDP, interest rates, inflation rates, and 

NEPSE index as well as looking at the relationships between these variables are the 

specific objectives of the study. Examining the separate and combined effects of interest 

rates and inflation rates on the NEPSE index is the main objective of the study. In order to 

address the several issues brought up in the study, causal research methodologies have 

been used in this analysis. Numerous fact-finding investigations and analytical methods 

are used in this study. Presenting the situation as it is at the moment is the primary goal of 

descriptive research. This is done in an effort to pinpoint and define the traits of the 

relevant variables. The research findings indicate that there is a considerable negative 

correlation between the interest rate and the inflation rate and the NEPSE index. On the 

other hand, one of the other components, GDP, shows a positive association with the 

NEPSE index. The NEPSE index will grow in the case of a dip in lending interest rates 

and decrease in the case of an increase, per the negative relation. According to the 

positive influence, the NEPESE index will rise in tandem with an increase in the inflation 

rate.  

 

Key Words: Interest and Inflation rate, Nepal Stock Exchange (NEPSE), GDP and Stock 

Market Index. 
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CHAPTER I 

INTRODUCTION 

 

1.1 Background of the Study  

The stock list, expansion, and financing cost are the vitally macroeconomic elements that 

significantly affect a country's monetary development. Loan cost and expansion changes 

on stock records immensely affect government monetary market strategy, risk the board 

practices, and reconnaissance frameworks. Loan fees and expansion are two of the main 

financial elements influencing normal stock costs. The monetary market is 

straightforwardly affected by loan fees; when rates rise, speculation choices will more 

often than not change in structure, normally moving from capital market to fixed pay 

protections (Hedau, 2024).  

 

Changeability in the expansion and loan fees straightforwardly drives the currency market 

from the capital market. Since loan costs and expansion are adversely connected with 

values, the stocks are delicate to changes in these factors (Cassel, 1918). Various 

macroeconomic variables that effect stock files have been analyzed in both verifiable and 

contemporary exact exploration. While this is significant, financial backers should know 

that different monetary areas answer diversely to changes in macroeconomic factors. 

Most of prior research basically viewed at the securities exchange overall, dismissing the 

impact of these factors on different areas of the economy (Amanda, 2023).  

 

Until an exact investigation is led, it is preposterous to expect to lay out an exact 

connection between's the loan cost and expansion rate and the stock costs of the financial 

business. Hence, utilizing experimental information, this study expects to explain the 

ongoing connection between the loan cost, expansion rate, and stock record. One of the 

key macroeconomic variables that has an immediate bearing on monetary development is 

financing costs. Loan fees are normally considered the expense of capital, or the sum paid 

to involve cash for a particular measure of time. Loan fees are the expense of acquiring 

cash according to the point of view of the borrower (getting rate). According to the 

viewpoint of the bank, the loan fee is the expense of loaning cash. An effective market 

smart financial backers generally search out to put resources into. Scarcely any people in 
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a wasteful market can create unprecedented gains, which sabotages the confidence of the 

more extensive public in the framework (Shrestha and Subedi, 2014). 

  

Individuals move their cash from the offer market to banks in these circumstances 

assuming the loan cost that banks proposition to contributors rises. Accordingly, there 

will be less interest for shares, which will drive down share costs also. On the other hand, 

as the loan cost that banks pay contributors rises, so does the loaning loan cost, which 

thus causes a decrease in monetary ventures and, subsequently, a decrease in share value 

(Laichena and Obwogi, 2015). In this manner, in principle, the connection between share 

cost and loan fee is opposite. Expanded financing costs welcomed on by more tight 

money related strategy normally adversely affect securities exchange execution. This is 

on the grounds that higher loan costs, as shown by the profit rebate model, bring down the 

worth of values and, thus, increment the allure of fixed pay instruments as a stock 

substitute. This could hence decrease financial backers' tendency to get cash and purchase 

stocks. It likewise increments working costs, which affects overall revenue. In any case, 

the expansionary financial strategy's lower loan fees additionally help the securities 

exchange (Farras, 2021).  

 

The fact that influences the stock list makes the speed of expansion another variable. A 

general and progressive expansion in costs is called expansion. All that expansions in 

esteem aside from cash under expansion. At the point when costs increment and the worth 

of cash diminishes, this is known as expansion. The cost change addressed by the month 

to month or yearly cost list is known as the expansion rate (Karki, 2018). The yearly rate 

expansion in costs is estimated by the pace of expansion. The retail cost is the most 

utilized measurement. Consistently, the public authority delivers a customer cost record, 

and the rate expansion in that file over the previous a year is known as the expansion rate.  

 

Expansion rising is impeding to the economy. It should be lower. A sharp ascent in 

expansion unfavorably affects the securities exchange's presentation too. Developing 

expansion is seen adversely by financial backers since it demonstrates negative monetary 

circumstances in the country and makes them uncomfortable with their securities 

exchange speculations. Later on, they expect tight financial strategy from the Fed to 

restrict expansion, which thus controls the cash supply. Subsequently, organizations find 

it more hard to get bank funding since acquiring has greater expenses and stricter terms. 
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At the point when the pace of expansion declines, the economy supposedly is getting 

along admirably and financial backers are attracted to the securities exchange. (Shrestha 

and Subedi, 2014). 

  

The objective of this study is to explore what the financing cost and expansion rate mean 

for the securities exchange. This study explores whether changes in expansion and loan 

costs affect securities exchange execution.  

 

The presentation of the financial exchange influences the economy overall, and 

experimental information has shown that the development of the capital market is crucial 

for monetary extension. The country's openness to the rest of the world is generally 

observable during this time. The relationship between's the economy and stock cost has 

reliably been a hostile subject of conversation (Malkiel, 1989). The mean-change 

portfolio hypothesis, one of Markowitz's essential works, has pointed out the evaluating 

suggestions. From that point forward, on the grounds that it very well may be utilized as a 

measure of hazard in monetary business sectors, scholastics and specialists stand out to 

stock cost unpredictability. It has shown to be incredibly challenging to lay out an 

observational connection among instability and macroeconomic factors. Solid proof has 

been tracked down in specific exploration to help the possibility that stock 

unpredictability ascends during downturns. Apparently value instability is 

inconsequential to financial factors and misses the mark on design. It has a cozy 

relationship with macroeconomic factors in certain circumstances, yet macroeconomic 

factors may not influence unpredictability in others. Various signs of the relationship 

between's macroeconomic factors and stock costs have been broadly archived in the 

surviving writing.  

 

Research has shown that there is a connection between's a few macroeconomic factors 

and stock costs; notwithstanding, most of these examination were done in created 

economies. In any case, since financial exchanges can't as expected retain data about 

changes in macroeconomic essentials, macroeconomic elements may not be precise 

indicators of changes in financial exchange cost in less evolved countries, like those in 

Asia (Hanitha, 2024). It is too soon to tell whether research on industrialized economies is 

as yet pertinent while thinking about more modest, creating, or lacking capital business 

sectors.  
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In the Nepalese economy, securities exchanges are turning out to be progressively 

significant as monetary roads for venture and saving. Financial exchange unpredictability, 

by and large, is lower than that of other non-industrial countries. The essential driver is 

the low interest, which brings about a low volume of value exchanging. Be that as it may, 

due to the ascent in exchanging volume welcomed on by financial backers' speculative 

goals, valuing unpredictability has developed as of late. Subsequently, macroeconomic 

soundness is presently an unquestionable requirement for the country's monetary turn of 

events and financial development. In the illumination of these realities, it is important to 

analyze what far financial exchange in Nepal is being meant for by macroeconomic 

factors (Shrestha, 2019).  

 

The unpredictable relationship that exists between macroeconomic circumstances and the 

securities exchange is something that the two financial backers and policymakers should 

comprehend. Given Nepal's rising economy and extending financial exchange, the effect 

of macroeconomic variables on stock costs is critical. Factors including Gross domestic 

product development, expansion, loan costs, money rates, and government strategies all 

hugely affect market elements. For example, quick Gross domestic product development 

could help stock costs and market certainty, while fast expansion could disintegrate 

buying power and push down financial backer opinion. Varieties in return rates can 

likewise affect the seriousness of imports and products, which can affect organizations 

recorded on stock trades (Alzoubi, 2022).  

 

Furthermore, the money related strategies that are carried out by Nepal Rastra Bank, the 

country's national bank, essentially affect market elements. Loan fee choices affect the 

amount it costs for organizations to get cash, which affects their productivity and, at last, 

stock costs. Also, speculation conduct and monetary action can be straightforwardly 

influenced by financial strategies. The public authority's assessment and consumption 

approaches are among these arrangements. Understanding the mind boggling 

interrelationships between these macroeconomic factors is fundamental for financial 

backers to settle on informed choices and for policymakers to foster commonsense 

procedures to help long haul monetary development. Peruse scholarly examinations, 

monetary organization reports, and investigations from trustworthy research organizations 

to acquire further understanding into what macroeconomic issues mean for Nepal's 

financial exchange. These assets express keen feelings and strong proof, empowering 
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clients to explore the intricacies of the Nepalese market climate with confirmation (Parab, 

2020) 

 

Thus, the review centers around the macroeconomic elements that, especially in arising 

nations like Nepal, impact securities exchange execution. The connection between stock 

costs and factors, for example, Gross domestic product development, expansion, loan 

fees, trade rates, and legislative arrangements is multifaceted and dynamic. While high 

expansion rates can bring down buying power and lower financial backer state of, areas 

of strength for mind development can possibly help stock costs and market certainty. 

Also, the expense of getting for organizations is straightforwardly affected by financing 

cost choices made by foundations like the Nepal Rastra Bank, which thusly affects their 

benefit and, in the end, stock costs. Government assessments and uses, related to other 

financial measures, influence speculation examples and generally speaking monetary 

movement. Understanding these mind boggling interdependencies is critical for 

government officials to think up compelling procedures for long haul financial 

development and for financial backers to pursue informed choices. More concentrate 

through scholastic investigations, monetary reports, and examinations is expected to all 

the more likely comprehend what macroeconomic issues mean for the elements of Nepal's 

securities exchange. 

 

1.2 Problem Statement  

The motivation behind this study is to decide the way that the different loan costs and the 

pace of expansion influence the stock file. We can get a feeling of the condition of the 

economy generally from the stock file. The exhibition of the financial exchange is 

impacted by a large number of components, for example, trade rates, Gross domestic 

product, cash supply, money related and conversion standard strategies, and political 

news and tales. In this review, be that as it may, a loan cost and an expansion rate have 

been chosen. It is guessed that financing costs and expansion rates will impact stock list. 

Accordingly, lower loan fees and higher expansion welcomed on by an expansionary 

money related approach might support the financial exchange record through more 

monetary movement. The effect of loan fees and expansion on stock record has for some 

time been a subject of revenue for monetary financial specialists, strategy producers, and 

financial backers. Nonetheless, the exact examples of these collaborations are as yet 

unclear, and experimental assessment is important to decide the nature and strength of the 
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powerful communications between exorbitant financing costs and expansion (Amanda, 

2023)  

 

Hedau (2024) broke down the relationships between's the Clever 50 file of the Indian 

securities exchange and the cash supply, depository bill rates, discount cost record, 

modern creation list, and trade rates. As per Naik and Padhi, there is a negative 

relationship among's expansion and stock costs, yet a positive connection between's cash 

supply and modern creation. It was found that the momentary loan cost and the swapping 

scale had little effect on stock qualities.  

 

Barasa (2014) inspected the variables that influence the stock trade's financial exchange 

execution. Barasa revealed that there was no genuinely huge connection between's the 

outcome of the financial exchange and still up in the air by the client estimating record. 

This study arrived at the resolution that there was no huge and opposite relationship 

among expansion and financial exchange execution. Karki (2018) directed an 

experimental examination on the macroeconomic determinants of Nepal's financial 

exchange execution. Four macroeconomic pointers are thought of: genuine Gross 

domestic product, expansion, loan cost, and wide cash supply. Yearly measurements are 

utilized to ascertain these factors by Haider (2018). Research demonstrates that while 

loan costs adversely affect securities exchange execution, genuine Gross domestic 

product, expansion, and cash supply all make a positive difference. All the more 

fundamentally, there is no proof over the long haul connecting macroeconomic factors to 

the securities exchange record, demonstrating that the macroeconomic factors don't 

represent changes in Nepali stock costs. The Nepalese securities exchange's arbitrary 

walk speculation is upheld by this.  

 

Khatri (2019) examined on the powerful connection between the financial exchange and 

macroeconomic factors such Nepal's unfamiliar direct venture, expansion, cash supply, 

loan fee, and GDP. The cash supply and stock costs were viewed as emphatically and 

unequivocally related. The loan fee and genuine monetary action have an irrelevant and 

ominous relationship with stock qualities. Likewise, the Nepalese securities exchange is 

emphatically and insignificantly associated with unfamiliar direct speculation, expansion, 

and the US dollar swapping scale.  
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Shrestha and Pokhrel (2019) concentrated on the factors impacting the Nepali stock list. 

As indicated by exact discoveries, the ascent of expansive cash helpfully affects the Nepal 

stock list, while loan costs have an adverse consequence. It was shown that low loan fees 

and promptly accessible cash support the stock record. The stock file has a negative 

relationship with loan fees and wide cash, however a positive connection with expansion. 

All the more significantly, it has been found that the stock file responds emphatically to 

shifts in the political scene, alterations to Nepal Rastra Bank's loaning strategy including 

share security, and somewhat to expansions in settled up capital. Indeed, even still, an 

extensive part of the offer record's instability stays unexplained by the models, featuring 

the huge impact of reports, guess, and news. Panta (2020) examined the macroeconomic 

determinants of securities exchange costs in Nepal. The outcome shows that the variance 

of NEPSE File in lengthy run is firmly connected with expansive cash supply, loan cost, 

expansion, and conversion scale. The Gross domestic product, cash supply and swapping 

scale can decidedly characterize in short run while just cash supply holds positive 

relationship in lengthy run. 

  

In this manner, in view of the above conversation, the review means to recognize the 

unique connection between loan fee, expansion rate, Gross domestic product and stock 

record to distinguish the effect of financing cost and expansion rate changes on stock file. 

  

i What is the trend of interest rate, inflation rate, GDP and NEPSE index over the 

period?  

ii Is there any relationship between interest rate, inflation rate, GDP and NEPSE 

index?  

iii Is there any effect of interest rate, inflation rate, GDP on NEPSE index? 

  

1.3 Objectives of the Study  

The overall goal of the review is to investigate the connection between loan fee, 

expansion rate, Gross domestic product and NEPSE. The particular targets of the review 

are;  

i To assess the trend of interest rate, inflation rate, GDP and NEPSE index.  

ii To examine the relationship between interest rate, inflation rate, GDP and NEPSE 

index.  
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iii To analyze the effect of interest rate, inflation rate, GDP on NEPSE index 

individually and jointly.  

1.4 Research Hypothesis 

Financing costs, Gross domestic product, and expansion are utilized as autonomous 

elements in this review, with NEPSE being the reliant variable. It is guessed that every 

one of these elements will impact the stock cost. 

H1: There is critical effect of loan cost on NEPSE record.  

H2: There is huge effect of expansion rate on NEPSE record. 

 H3: There is critical effect of Gross domestic product on NEPSE record. 

 

1.5 Rationale of the Study  

This study examines in the event that adjustments of Nepal's Gross domestic product, 

expansion rate, and financing cost affect the stock record. Potential and current financial 

backers will realize whether and how much changes in loan fees, expansion, and Gross 

domestic product influence interest in the two business sectors and the profit from the 

stock record. It will assist financial backers with settling on astute speculation choices and 

assist neighborhood organizations with picking whether posting on the stock index may 

be ideal. Be that as it may, realizing how loan costs, expansion rates, and Gross domestic 

product influence the stock record can help Nepalese policymakers appropriately plan and 

anticipate what their approaches would mean for the market to bring financial backers 

into the stock file. 

 

Accordingly, both homegrown and unfamiliar financial backers can profit from a 

familiarity with how Nepal's loan fee and expansion rate act comparable to the securities 

exchange while pursuing venture choices and dealing with their portfolios. In addition to 

the fact that it is a useful wellspring of information, however it could likewise ignite 

revenue in more examination on this or related subjects relating to the activities of both 

homegrown and unfamiliar financial backers. 
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1.6 Limitations of the Study 

The review has following limits: 

 Secondary sources of data, such as Nepal Rastra Bank's annual reports, 

government publications, and other relevant periodicals, served as the foundation 

for this investigation. As a result, the information supplied by the concerned 

offices determines the analysis's outcome. 

 The study covers only the latest fourteen fiscal years (2066/67 to 2079/80). 

 The study covers the interest rate, inflation rate, GDP and its impact on 

NEPSE index while others aspect are not include which may affect some extent in 

our result. 
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CHAPTER II 

LITERETURE REVIEW 

Since higher stock costs and more prominent financial backer certainty are regularly the 

results of a strong economy, changes in Gross domestic product essentially affect the 

Nepalese Stock Trade (NEPSE). Financing cost changes likewise have a major impact; 

lower rates will quite often support putting resources into stocks as opposed to fixed-pay 

protections, while higher rates might make individuals look for more secure other options. 

By changing shopper spending power and the general expense of carrying on with work, 

expansion rates additionally influence NEPSE. This influences financial exchange 

execution and company income. The initial segment of this section three covers the 

hypotheses that numerous specialists in the field have created corresponding to this 

exploration. The following is observational surveys from various diaries and articles that 

have been distributed. The exploration hole between this examination and prior research 

was eventually found in the closing period of the review. 

 

2.1 Theoretical Review  

Concerning financing costs and expansion impact stock files, there are various 

speculations. Cassel (1918) fostered the buying power equality hypothesis which is 

likewise called expansion hypothesis of trade rates to manage the value relationship of 

products with the worth of various monetary standards. As per the Fisher impact 

hypothesis, ostensible financing costs in at least two countries should be comparable to 

the necessary genuine pace of return for financial backers in addition to a recompense for 

every country's expected pace of expansion (Fisher, 1930). The pace of revenue at some 

random time, which is the installment for surrendering liquidity, is a proportion of how 

hesitant individuals are to surrender their fluid command over their cash, as per the 

thought of liquidity inclination. Fama (1970) depicts the productive market as market 

value that completely mirrors generally accessible data. Monetary business sectors, as 

indicated by the proficient market speculation (EMH), are "educational effective". In 

view of the idea that a resource's profits might be determined utilizing the straight 

connection between the resource's normal return and a few macroeconomic factors that 

imply precise liability, exchange estimating hypothesis (Well-suited) is a multifaceted 

resource evaluating model. As per the irregular walk hypothesis, it is difficult to estimate 

a stock's or the market's complete cost development in view of its past development or 
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course. The event of a not set in stone by a grouping of erratic movements; happenings 

that are capricious. This hypothesis' particulars are recorded beneath. 

  

Purchasing Power Parity Theory  

Buying power equality (PPP), normally known as the expansion hypothesis of trade rates, 

is the underpinning of conversion standard hypothesis. PPP can be followed back to 

sixteen-century Spain and mid seventeen century Britain, yet Swedish financial specialist 

(Cassel, 1918) was quick to name the hypothesis PPP. Cassel once expressed that without 

it, there would be no genuine method for discussing whether a cash is esteemed too 

exceptionally or excessively low. At the point when outright PPP hypothesis was at first 

presented, it addressed how the costs of merchandise connected with the upsides of 

different monetary forms. Solid requirements are required for the hypothesis to work. As 

a general rule, Outright PPP is predicated on the verifiable suspicion of a gamble 

nonpartisan existence where things can be unreservedly exchanged without being likely 

to trade standards, duties, transportation costs, or different limitations in an 

interconnected and cutthroat item market. That being said, expecting that there are no 

costs related with moving things starting with one area then onto the next isn't doable in a 

genuine society. A huge number of items and administrations are delivered and consumed 

by every economy in reality, and a considerable lot of them are evaluated contrastingly 

between countries because of exchange limitations, duties, and transportation costs. A 

great many people believe outright PPP to be a prerequisite for the harmony of the 

merchandise market. Outright PPP coordinates the homegrown and worldwide business 

sectors into one market. Because of its absence of consideration regarding currency 

markets and the equilibrium of unfamiliar installments, this hypothesis was simply 

viewed as an incomplete one, not an overall one. Maybe because of its various, severe, 

and unreasonable preconditions, outright PPP can't satisfactorily make sense of true 

peculiarities, and huge, enduring takeoffs from it have been seen.  

 

Fisher Effect Theory  

As per the Fisher impact hypothesis, ostensible financing costs in at least two countries 

ought to match the necessary genuine pace of return for financial backers in addition to a 

cushion against every country's expected pace of expansion (Fisher, 1930). That is the 

association between changes in return rates and loan fees. It recommended that a 

"genuine" return in addition to one anticipated pace of expansion make up the normal 
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ostensible profit from normal stocks. Exact examination discoveries have exhibited a 

negative connection between's stock returns and anticipated, changed, and unforeseen 

expansion. As per their clarification of the summed up Fisher impact, the market will set 

the cost of normal stocks so the normal ostensible return from t-1 to t is the amount of the 

suitable balance expected genuine rate and the market's gauge of the normal expansion 

rate for a similar time span, given that the market is proficient and mirrors generally 

accessible data at time t-1. Financial backers shift from monetary resources for genuine 

resources when expansion is anticipated to fundamentally increment. This hypothesis 

proposes that as stocks are claims on genuine resources, they go about as expansion 

supports. It further proposes that an expansion in stock cost is emphatically connected 

with anticipated expansion and stock cost appreciation. 

 

Liquidity Preference Theory  

As per liquidity inclination hypothesis, the pace of revenue at some random time, which 

is the installment for surrendering liquidity, is a measure of how hesitant individuals are 

to surrender their fluid command over cash. The pace of revenue is the expense that 

adjusts the craving to hold abundance as money with how much money that is promptly 

accessible. Individuals need cash for various reasons, including supporting arranged 

costs, making expectations about the course of loan fees, or essentially being uncertain of 

what's in store and hence liking to hold a part of their assets as unadulterated buying 

power (Keynes, 1936). These explanations behind requesting cash came to be called as 

conditional, speculative, and precaution reasons. Then again, the national bank's activities 

decide quite possibly of the main free factor in the realm of cash supply. Accordingly, 

most of the Keynesian writing deciphered liquidity inclination as the craving for cash, and 

liquidity inclination hypothesis as the possibility that the organic market of cash influence 

loan fees. Nonetheless, there is conflict over this prohibitive utilization of liquidity 

inclination hypothesis. It can likewise be seen as a resource decision hypothesis. Liquidity 

inclination, as Keynes featured in his debate with Ohlin, was really a hypothesis of 

decision between holding credits and keeping cash inactive, with the financing cost 

adjusting the advantages of by the same token. 
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Efficient Market Hypothesis (EMH)  

Fama (1970) depicts the productive market as market value that completely mirrors 

generally accessible data. Monetary business sectors, as indicated by the proficient 

market speculation (EMH), are "instructive effective". All in all, utilizing the information 

that was open to the general population at the hour of the venture, it is beyond the realm 

of possibilities to consistently create returns that are higher than normal market returns on 

a gamble changed premise. It's memorable's vital that the ordinary technique utilized in 

experimental exploration as yet has been to extrapolate market proficiency from the 

evident autonomy of ensuing cost developments. Very little genuine testing has been 

finished to decide how rapidly costs acclimate to particular kinds of new data.  

Arbitrage Pricing Model  

Fundamentally, the exchange evaluating model breaks down the gamble premium that is 

apportioned to different elements affecting resource returns to decide the meaning of 

those profits or whether those profits are "valued" into securities exchange returns. 

Thusly, it gave every one of us cause to expect that there is, as a matter of fact, a well 

established harmony between stock costs and macroeconomic factors. This came to 

fruition after it was shown that the elements of the economy affected rebate rates and 

organizations' capacity to give future incomes and profits (Ross, 1976).  

Random Walk Theory  

Malkiel (1989) expressed that the previous development or heading of the cost of a stock 

or by and large market can't be utilized to foresee its future development. The event of a 

not set in stone by a grouping of erratic movements; happenings that are capricious. An 

intoxicated person's stride, for example, can be viewed as irregular since they are 

weakened and their step doesn't follow an anticipated example. At the point when the 

irregular walk hypothesis is applied to stocks, it is recommended that it is absolutely 

impossible to anticipate stock costs since they vacillate aimlessly.  
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2.2 Empirical Review  

Hanitha (2024) investigated a study on cointegration analysis of macro economic factors, 

index ftse, on the Indonesian Stock Exchange Period 2017-2022. To find out 

cointegration between FTSE 100, information on expansion, USD/IDR trade rates, and 

loan costs, as well as to dissect and comprehend the development of the worldwide trade 

stock value, the FTSE file, was examined according to the Indonesian Stock Trade (BEI). 

gotten together with IHSG. In this review, quantitative examination strategies were 

utilized. Information from five years, starting in 2017 and finishing in 2022, were 

assembled month to month. Purposive testing, a nonprobability examining approach, is 

utilized in this examining strategy. Utilizing Eviews 10 programming, the Johansen 

Cointegration Test and VECM test were utilized to lead the examination. The Granger 

Causality Experimental outcomes demonstrate that there is no critical transient 

relationship between the Composite Stock Value Record (IHSG), the USD/IDR trade 

rates, expansion, loan costs, and the FTSE 100. in view of the Follow Test Basic Worth > 

0.05, which shows that many examination factors have a drawn out connection, or 

reconciliation. Then, four Max-Eigen Measurements values > Basic Worth = 0.05 are 

contained in the Most extreme Eigenvalue. These discoveries demonstrate that there is 

long haul mix between the examination factors, which is additionally the finish of the 

Most extreme Eigenvalue Test and the Follow Test. With a momentary R-squared worth 

of 0.881618, the FTSE, expansion, loan costs, and trade rates can represent 88.16% of the 

vacillation extent. Different elements excluded from the assessed model can represent the 

excess 11.84%. 

 

Hedau (2024) assess a study on impact of macroeconomic variables on the performance 

of the Indian stock market. This study analyzes the macroeconomic factors that influence 

the Clever 50 file of the Indian securities exchange's exhibition. The review is particular 

since it utilizes essential and optional information to show up at its outcome. At first, 

calculated relapse is utilized to relapse month to month execution of the Clever 50 list 

against month to month information of macroeconomic factors spreading over nine years. 

In the subsequent stage, essential information got from face to face meets with securities 

exchange specialists is utilized to approve the relapse examination's outcomes. The 

auxiliary information examination checks that the essential elements affecting the Clever 

50 record are changes in money rates and the Dow Jones file. Specialists, nonetheless, 

accept that anticipating the development of the Clever 50 record likewise requires thought 
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of different components, like political solidness, the condition of the fostered world's 

economy, and India's two-sided associations with different countries. 

 

Amanda (2023) examined a study on the effect of inflation, exchange interest rate on 

stock price in the transportation sub-sector, 2018-2020. The reason for this study is to 

research how, somewhere in the range of 2018 and 2020, expansion, financing costs, and 

trade rates will influence stock costs in the transportation subsector. To examine the 

information, quantitative methods were applied. Auxiliary information from the site 

id.investing.com and measurements delivered by Bank Indonesia were utilized. Eleven 

transportation organizations that were recorded on the IDX somewhere in the range of 

2018 and 2020 filled in as the review's example. Purposive examining was the technique 

for inspecting. The board information relapse examination approach is the information 

examination procedure utilized in this examination. As per the review, the reliant variable 

— the stock costs of transportation organizations that are enlisted on the IDX somewhere 

in the range of 2018 and 2020 — is emphatically and essentially affected by expansion, 

trade rates, and loan fees. 

 

Hanuransyah (2023) examined a study on The Analysis of Inflation, Exchange rate, and 

Benchmark Interest Rate (BI rate) Influences on the Indonesia Composite Index (ICI). 

Looking at the connection between the Indonesia Composite File (ICI), Bank Indonesia, 

and the Dollar Trade (USD/IDR) in Indonesia somewhere in the range of 2001 and 2021 

was one of the review's essential objectives. This kind of examination involved a 

quantitative strategy for logical investigation. The Focal Measurements Office (BPS), the 

Indonesia Stock Trade (IDX), and Bank Indonesia (BI) give the review's information. It is 

optional insights gotten from the period's ICI, benchmark loan cost, expansion, and US 

dollar to rupiah swapping scale (KURS). This study's examination approach utilized 

Standard Least Squares (OLS) and various straight relapse models. The discoveries 

showed that the financing cost in view of the Composite IDX's Conventional Least 

Square (OLS) relies upon the overall development of trade rates. 

 

Alzoubi (2022) examined a study on stock market performance: Reaction to interest rates 

and inflation rates. This study looks at the abundance consequences for the presentation 

of the Amman Stock Trade of the purchaser cost file, loan fee, homegrown credit, and 

genuine financial action. using the autoregressive dispersed slack (ARDL) limits test all 
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through the years 1991-2020. Despite the fact that loan fees are a viable financial 

instrument for fighting downturn and expansion, financial backers might endure because 

of them. The customer cost record (CPI) and loan fee (IDR), the objective factors, are 

both critical and have the right signs. Every one of the factors are huge, as per the 

outcomes, except for homegrown credit as a level of Gross domestic product. Both the 

loan fee (IDR) and the customer cost file (CPI) have the right signs and are profoundly 

huge. 

 

Farras (2021) conducted research on the effects of exchange rates, inflation, and interest 

rates on the performance of banking companies between 2017 and 2020. The point of this 

study is to research the connection between expansion, loan fees, and trade values from 

2017 to 2020 and the exhibition of banking foundations. When the overall Coronavirus 

pandemic struck in 2020, Indonesia had an excess in its equilibrium of installments due to 

some degree to the decrease in the earlier year's import/export imbalance as well as the 

excess in capital and monetary exchange. This review set off on a mission to test a 

speculation with respect to the effect of variable X on factor Y by measurable 

investigation. The expressive method would be utilized to make sense of the angles that 

were broke down, which incorporated the organization's exhibition advancement as 

shown by its stock cost. In the mean time, the verificative method laid out a hypothesis in 

the event that it was certain by looking at speculations. Information board relapse, a mix 

of information cross and information time series, was utilized in the information 

examination to work out the unit cross segment at various times. Trade rates affected 

financial organizations' presentation, albeit the changing impacts of expansion and loan 

costs were not observable in the last option. As per these discoveries, organizations in the 

financial area are somewhat versatile to macroeconomic elements, except for trade rates. 

This is on the grounds that most organizations in the financial area utilize unfamiliar 

monetary standards — explicitly, the US dollar or the US dollar — rather than Rupiah for 

their exchanges. 

 

Suhadak (2021) investigated on the Influence of Exchange Rates on Inflation, Interest 

Rates and the Composite Stock Price Index: Indonesia 2015 – 2018. Examining what 

trade rates mean for expansion, loan costs, and the composite stock cost record is the 

review's essential objective. This study utilizes a quantitative technique to give 

clarifications. The Indonesia Stock Trade and Bank of Indonesia gave the auxiliary 
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information that was utilized. This study involved a soaked example for its examination. 

This review utilized direct relapse, way investigation, traditional supposition testing, and 

unmistakable measurements to break down the information. The review's discoveries 

show that the conversion scale, expansion, and loan fee all meaningfully affect the 

composite stock cost file; the conversion scale significantly affects the financing cost; 

expansion impacts the financing cost; the conversion standard impacts expansion; and the 

financing cost impacts expansion. 

 

Parab (2020) analyzed a study on the dynamics of macroeconomic variables in Indian 

stock market: a Bai–Perron approach. The effect of a couple of picked macroeconomic 

factors on financial exchange returns is explored, and the issue is dealt with using the Bai-

Perron test. To resolve this issue, the concentrate initially inspects the effect of specific 

macroeconomic factors on financial exchange returns prior to analyzing the causal 

connections. The aftereffects of the examination exhibited that the impact of 

macroeconomic elements on securities exchange returns was critical and that it contrasted 

all through primary periods. The outcomes are intended to help research examiners and 

market players in their assessment of the Indian financial exchange as well as making a 

critical commitment to the subject of money writing. 

 

Ilhan (2020) examined a study on the impact of macroeconomic variables on the stock 

market in the time of covid-19: the case of turkey. The essential objective of the 

exploration is to utilize different reproductions and gauges to examine what the 

Coronavirus pandemic has meant for economies. Consequently, the Adaptable Least 

Squares strategy — which allows the time-shifting coefficient assessment — is utilized to 

assess the impacts of financing cost, conversion standard, Cds premium, VIX, and oil 

costs on BIST 100 over the time of September 13, 2019, to September 11, 2020. In light 

of experimental proof, the BIST 100 was altogether affected by the financing cost, VIX, 

and oil costs throughout unambiguous time spans. On the other hand, all through the 

entire example, the conversion standard and Discs premium adversely affect BIST 100. 

Besides, in light of the quantitative extent of the coefficients, it is shown that the 

macroeconomic variable that affects BIST 100 is the conversion scale. 

 

Emenyi (2020) explored on Macroeconomic Variables and Stock market performance: 

Covid – vectors or Covid - variables? This study took a gander at the impacts of 
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macroeconomic variables on the Nigerian securities exchange's exhibition during the 

Coronavirus lockout in 2020. The examination used an elucidating research plan and the 

ex post facto research strategy. It was established on optional information accumulated 

from the monetary reports of the recorded non-monetary organizations under concentrate 

on that were recorded on the Nigerian Financial exchange. Day to day information from 

August 20, 2020, to February 20, 2020, were utilized in this review. The information 

came from the Public Department of Measurements (NBS) and the National Bank of 

Nigeria (CBN). The discoveries of the review show that cash supply detectably affected 

the financial exchange execution of nonfinancial undertakings over the inspected period, 

yet trade rates extensively affected securities exchange execution during the Covid secure 

period. The review's decisions will add to the assortment of information in the 

hypothetical and applied fields about the macroeconomic factors affecting financial 

exchange execution. 

 

Fahleyi (2019) investigated a study on the influence of exchange rate, interest rate and 

inflation on stock price of LQ45 index in Indonesia. The essential goal of this exploration 

study is to examine the impacts of loan fees, expansion rates, and unfamiliar cash rates on 

Indonesian stock costs. For this exploration study, month to month information spreading 

over five years, from 2013 to 2017, was used. The review's decisions exhibited that the 

autonomous and subordinate factors are connected. 

 

Khan (2019) studied on impact of exchange rate on stock returns in Shenzhen stock 

exchange: analysis through ARDL approach. This study utilizes the ARDL model to 

analyze the short-and long haul connections between the review factors to look at what 

the conversion scale meant for the stock returns of the Shenzhen stock trade from January 

2008 to December 2018. As per the anticipated ARDL results, the conversion standard 

fundamentally and adversely influences the stock returns of the Shenzhen stock trade. 

The outcomes for loan costs and expansion show that these elements adversely affect 

stock returns. The extended discoveries of this study recommend that national bank 

policymakers ought to carry out measures that add to swapping scale adjustment. 

 

Mgammal (2018) researched on the effect of inflation, interest rates and exchange rates 

on stock prices comparative study among two GCC countries. This paper's essential 

objective is to decide if trade rates and stock costs are connected. The review involves 
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quarterly and month to month information for the time of January 2008 to December 

2009 on two inlet nations: the Assembled Bedouin Emirates (UAE) and the Realm of 

Saudi Arabia (KSA). As per the concentrate's transient discoveries, there is no 

relationship between's the conversion scale and the securities exchange cost list for the 

Realm of Saudi Arabia and a positive effect on the financial exchange cost record for the 

Unified Middle Easterner Emirates. Moreover, the drawn out investigation found that the 

Unified Middle Easterner Emirates' securities exchange cost record is unfavorably 

affected by the conversion scale. In Realm Saudi Arabia, be that as it may, there is no 

relationship between's these attributes.  

 

Haider (2018) studied on impact of interest rate, inflation rate, exchange rate and gold 

prices on Karachi Meezan Index 30. The objective of this study is to decide what 

macroeconomic and monetary variables mean for Pakistan's most memorable Islamic 

stock record, the Karachi Meezan List 30. This study utilizes month to month information 

on the factors KMI File 30, Loan cost, Expansion rate, Swapping scale, and Gold cost 

from July 2011 to June 2016. It utilizes a Numerous Relapse Model to decide the effect of 

picked factors on KMI 30. The experimental finding exhibits that the KMI 30 File has a 

negative relationship with loan costs and gold costs, while the swapping scale and the 

KMI 30 Record have a positive relationship. Our relapse model demonstrates that there is 

no significant relationship between the expansion rate and the KMI 30 Record. The 

experimental finding exhibits that the KMI 30 List has a negative relationship with loan 

fees and gold costs, while the conversion scale and the KMI 30 Record have a positive 

relationship. Our relapse model shows that there is no significant relationship between the 

expansion rate and the KMI 30 List. 

 

Yunita (2018) analyzed a study on the influence of inflation rate, bi rate, and exchange 

rate changes to the financial sector stock price index return in the Indonesian stock 

market. This' study will likely decide the effect of macroeconomic factors on the 

monetary area stock cost record in IDX somewhere in the range of 2011 and 2017, 

remembering changes for the conversion scale, BI rate, and expansion rate. To recognize 

the best model, this study utilized Sum up Autoregressive Contingent Heteroscedasticity 

(GARCH) as its investigation procedure. As indicated by the discoveries, the sole element 

essentially influencing the monetary area stock cost file is conversion scale change. The 

financial area stock cost file isn't essentially affected by expansion or the BI rate.  
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Balagobei (2017) examined a study on macroeconomic variables and stock market returns 

in Sri Lanka. The reason for this study is to investigate what macroeconomic elements 

mean for Sri Lankan financial exchange execution. The All Offer Value File (ASPI) and 

All Offer Complete Return List (ASTRI), which measure securities exchange return, are 

the reliant variable in this review. The free factors are cash supply (MS), loan fee (IR), 

and expansion rate (INF), swapping scale (emergency room), and industrial facility 

industry creation record (FIPI). The review centers around each business that was 

recorded and exchanged on the Colombo Stock Trade (CSE) somewhere in the range of 

2006 and 2015. Auxiliary information for investigation was assembled from yearly 

reports of the Division of Evaluation and Measurements, Colombo Stock Trade, 

Protections and Trade Commission, and National Bank of Sri Lanka. That's what the 

review's discoveries show, except for Sri Lanka's cash supply, macroeconomic elements 

influence financial exchange execution. The creation of processing plants and loan costs 

adversely affect the profit from the Colombo securities exchange. The profit from the 

financial exchange is emphatically affected by both the expansion and trade rates. 

 

Jamaludin (2017) studied on macroeconomic variables and stock market returns: panel 

analysis from selected ASEAN countries. The motivation behind this article is to research 

the effect of three key ASEAN nations — Expansion, Cash Supply (MS), and Conversion 

scale (trama center) — on gets back from the customary and Islamic financial exchanges. 

(Singapore, Malaysia, Indonesia). Utilizing board least square relapse strategies, the 

discoveries show that the expansion rate and emergency room impressively affect both 

financial exchange execution. Not entirely settled to be immaterial. This paper's 

discoveries likewise demonstrate that expansion has a greater effect and is contrarily 

corresponded with financial exchange returns. In this occasion, money related 

arrangement should be changed to ensure that the expansion rate is kept low. 

 

Khalid (2017) explored on effects of macroeconomic variables on the stock market 

volatility: the Pakistan experience. Utilizing yearly time series information traversing the 

years 1991-2017, this exploration concentrate observationally analyzes the effect of 

financing costs, cash rates, and expansion rates on Pakistan's securities exchange 

execution. The reason for this study was to inspect the long-and momentary connections 

between macroeconomic variables and the KSE-100 file. To do this, econometric 

methodologies, for example, the Mistake Remedy Model (ECM) and autoregressive 
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dispersed slack (ARDL) limits testing strategy to cointegration were utilized. Utilizing the 

ARDL model, the experimental outcomes showed that financing costs adversely affect 

the market file, though long haul securities exchange unpredictability is decidedly 

influenced by expansion and money rates.  

 

Özlen (2012) investigated on macroeconomic factors and stock returns. The reason for 

this study is to decide how certain macroeconomic variables, for example, the pace of 

expansion, the loan cost, the swapping scale, the ongoing record deficiency, and the 

joblessness rate, influence the stock returns of 45 organizations across 11 unique 

ventures. We utilize the autoregressive circulated slack methodology utilizing information 

from February 2005 to May 2012. The exploration offers the discoveries' decision as well 

as the results of the exact investigations. The ends examine the ramifications for future 

exploration and practice. 

 

Table 1 

Summary of Review 

SN Author & 

Year 

Variables Methodolog

y 

Major Findings 

1 Hanitha, 

(2024) 

Inflation, Exchange 

rate, Inflation and 

FTSE 100 

Regression 

analysis 

These discoveries demonstrate that 

there is long haul co-joining 

between the exploration factors, 

which is additionally the finish of 

the Most extreme Eigenvalue Test 

and the Follow Test. 

2 Hedau, 

(2024) 

Inflation, interest 

rate, Dowjones, 

Exchange rate, 

NIFTY 50 

performance 

Quantitative 

Method 

Examination affirms that the 

essential variables impacting the 

Clever 50 file are changes in 

money rates and the Dow Jones 

list. Specialists, nonetheless, 

accept that anticipating the 

development of the Clever 50 

record likewise requires thought of 

different components, like political 
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solidness, the condition of the 

fostered world's economy, and 

India's two-sided associations with 

different countries. 

3 Amanda 

(2023) 

Inflation, exchange 

rates, interest rates, 

stock prices. 

Quantitative 

Method 

The reliant variable, which is the 

stock cost of transportation 

organizations that are enlisted on 

the IDX, is emphatically and 

essentially influenced by 

expansion, trade rates, and loan 

fees somewhere in the range of 

2018 and 2020. 

4 Hanuransy

ah (2023) 

Composite Index 

(ICI), the rates of 

inflation, Bank 

interest rate, and 

Dollar Exchange 

(USD/IDR). 

Quantitative 

research 

approach- 

Multiple 

linear 

regression.  

The discoveries showed that the 

financing cost in view of the 

Composite IDX's Conventional 

Least Square (OLS) relies upon 

the overall development of trade 

rates. 

5 Alzoubi 

(2022) 

Consumer price 

index, interest rate, 

domestic credit, 

real economic 

activity and 

Amman Stock 

Exchange 

performance. 

Autoregress

ive 

Distributed 

Lag 

Everything is critical, except for 

homegrown credit as a level of 

Gross domestic product. Both the 

loan fee (IDR) and the customer 

cost file (CPI) have the right signs 

and are profoundly huge. 

6 Farras 

(2021) 

Banking institutions 

inflation, interest 

rates, and exchange 

values. 

Descriptive 

Technique 

That's what these outcomes 

showed, besides from trade rates, 

people of the financial business are 

relatively impervious to 

macroeconomic impacts. It 

additionally shows that most of 

individuals engaged with the 
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monetary area do exchanges 

utilizing unfamiliar monetary 

standards — all the more 

unequivocally, the US dollar or 

US money — instead of rupiahs. 

7 Suhadak 

(2021) 

Exchange Rates, 

Inflation, Interest 

Rates and the 

Composite Stock 

Price Index. 

Explanatory 

research 

with a 

quantitative 

approach. 

Trade rates meaningfully affect 

loan fees; expansion impacts 

financing costs; trade rates affect 

expansion; and loan fees impact 

expansion. The Composite Stock 

Value File is affected decidedly 

and irrelevantly by both trade rates 

and expansion. 

8 Parab 

(2020) 

Macroeconomic 

variables (GDP, 

Inflation, exchange 

rate and stock 

market returns. 

Causal 

Relations 

Method 

The review showed that 

macroeconomic variables 

significantly affect financial 

exchange returns, and that this 

effect changes with various 

primary periods. The discoveries 

are planned to make a significant 

commitment to the money writing 

and assist with exploring 

investigators and market players 

survey the Indian financial 

exchange. 

9 Ilhan 

(2020) 

COVID-19 

pandemic situation, 

economies 

activities us 

simulations and 

forecasts. 

Least square 

method of 

regression 

In light of the quantitative extent 

of the coefficients, it is shown that 

the macroeconomic variable that 

meaningfully affects BIST 100 is 

the swapping scale. 

10 Emenyi 

(2020) 

Macroeconomic 

variables and 

Descriptive 

Research 

The review's decisions will add to 

the assortment of information in 
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Nigerian Stock 

Market during the 

2020 covid-19 

lockdown. 

Design the hypothetical and applied fields 

about the macroeconomic factors 

affecting financial exchange 

execution. 

11 Fahlevi 

(2019) 

Foreign exchange 

rates, inflation 

rates, and interest 

rates and stock 

prices in Indonesia 

Regression 

analysis 

The review's decisions exhibited 

that the autonomous and 

subordinate factors are connected. 

12 Khan 

(2019) 

Exchange rate and 

stock returns of 

Shenzhen stock 

exchange. 

ARDL 

model 

As per the anticipated ARDL 

results, the conversion standard 

fundamentally and adversely 

influences the stock returns of the 

Shenzhen stock trade. The 

outcomes for loan fees and 

expansion show that these 

elements adversely affect stock 

returns. 

13 Mgammal 

(2018) 

Stock prices and 

exchange rates  

Regression 

analysis 

The Unified Middle Easterner 

Emirates securities exchange cost 

list is emphatically affected by the 

conversion scale, but there is no 

connection for the Realm of Saudi 

Arabia. Moreover, the drawn out 

investigation found that the 

Unified Middle Easterner 

Emirates' securities exchange cost 

record is unfavorably affected by 

the conversion scale. In Realm 

Saudi Arabia, be that as it may, 

there is no relationship between's 

these attributes. 

14 Haider Financial and Multiple The KMI 30 List has a negative 
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(2018) macro-economic 

variables on 

Karachi Meezan 

Index 30.  

Regression 

Model 

connection with financing costs 

and gold costs, though the 

conversion scale and the KMI 30 

File have a positive relationship. 

Our relapse model shows that 

there is no significant relationship 

between the expansion rate and the 

KMI 30 List. 

15 Yunita 

(2018) 

Macroeconomic 

factors such as 

exchange rate 

changes, BI rate, 

inflation rate and 

stock exchange. 

Generalize 

Autoregressive 

Conditional 

Heteroscedasticity 

(GARCH) is used as 

the analysis method. 

As indicated by the 

discoveries, the sole 

element essentially 

influencing the 

monetary area stock cost 

file is conversion scale 

change. The financial 

area stock cost file isn't 

essentially affected by 

expansion or the BI rate. 

16 Balagobei 

(2017) 

Macroeconomic 

variables and stock 

market returns in 

Sri Lanka. 

Panel data 

Regression 

analysis 

Except for Sri Lanka's cash 

supply, macroeconomic variables 

influence financial exchange 

results. The creation of processing 

plants and loan costs adversely 

affect the profit from the Colombo 

securities exchange. The profit 

from the financial exchange is 

emphatically affected by both the 

expansion and trade rates. 

17 Jamaludin 

(2017) 

Macroeconomic 

variables namely 

inflation, money 

supply (MS), and 

exchange rate (ER)  

Panel least 

square 

regression 

techniques. 

Both the expansion rate and the 

trama center significantly affect 

financial exchange returns, or 

ROA and ROE. Not entirely 

settled to be immaterial. 
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18 Khalid 

(2017) 

Interest rates, 

exchange rates and 

inflation rates and 

stock market 

performance. 

Error 

Correction 

Model 

(ECM) and 

autoregressi

ve 

distributed 

lag (ARDL) 

Rather than the cash rate and 

expansion rate, which significantly 

affect securities exchange 

instability, loan fees adversely 

affected the market record. 

19 Özlen 

(2012) 

Macroeconomic 

variables including 

inflation rate, 

exchange rate, 

interest rate, current 

account deficit, 

unemployment rate 

and stock returns. 

Autoregress

ive 

distributed 

log method 

The total discoveries propose that 

the two most significant factors 

affecting the organizations' stock 

cost swings are the loan fee and 

the conversion scale. Any 

industry's stock returns are 

profoundly vulnerable to variances 

in loan costs and cash rates. 

 

2.3 Research Gap  

The presentation of the securities exchange is essential to financial backers, who respond 

to macroeconomic factors that might influence the market's exhibition. Three of the main 

macroeconomic elements affecting the securities exchange are loan fees and expansion 

are concentrate on in this review for the time of 14 years while Alzoubi (2022) 

incorporate Gross domestic product and customer cost record all through the year 1991-

2020. By offering genuine information on the effect of expansion and financing costs on 

the securities exchange, this study plans to help financial backers in pursuing informed 

choices. Likewise, Farras (2021) intends to explore the connection between expansion, 

loan costs, and trade values from 2017 to 202. For this reason, the Gross domestic 

product, financing costs, and expansion rate for the 14-year time frame from 2066-2067 

to 2079-2080 are examined. The fourteen-year stock file will be figured utilizing 

information from the NEPSE site. 

 

The time designated for creating the report was deficient to direct an exhaustive 

examination. Moreover, the restricted example size of Suhadak (2021) may have 
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influenced the discoveries. Relapse, relationship, and mean were utilized to infer the 

exploration's decisions yet Hanuransyah (2023) just utilized relapse investigation to 

examine the information. Connection and relapse investigation measure the direct 

connection between two factors; in any case, their precision isn't ensured 100% of the 

time. Regardless of whether there is areas of strength for a connection between two 

factors, their relationship might be very low. Hedau (2024) have subbed loan costs with 

Depository bills, while Parab (2020) have utilized fixed stores. This variety in approach 

prompts contrasting results, discoveries, and ends, featuring one of the examination holes 

in this paper. 
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CHAPTER III 

RESEARCH METHODOLOGY 

This part presents the strategy of this review. The groundwork of each logical 

examination is research technique, which offers a coordinated structure for doing studies. 

It incorporates every one of the strategies, approaches, and techniques utilized in the 

assortment, assessment, and translation of information. Research method, which has 

hypothetical and functional roots, assists scientists with forming thoughts, arrange 

studies, and come to significant discoveries. 

 

3.1 Research Design  

To address the various worries raised in the review, causal exploration plans have been 

utilized in this examination. The review was done utilizing an illustrative and causal near 

research plan, discernible information, and truth tracking down requests. The portrayal of 

the ebb and flow state of undertakings is the essential objective of unmistakable and 

causal exploration. It is done with the goal that the highlights of the factors of interest still 

up in the air and depicted.  

 

To explore the connection between the autonomous and subordinate factors, the causal 

review configuration is picked. Through the perception of momentum impacts and the 

quest for likely contributing components, causal examination looks at the potential causes 

affecting a given circumstance. This is so in light of the fact that the implied causes and 

their belongings have previously appeared. Expressed in an unexpected way, causal 

exploration includes beginning with the perception of the reliant variable or factors and 

going on with the investigation of the autonomous variable or factors that have 

proactively happened. Consequently, analyze the free considers knowing the past to 

decide any likely associations with and influences onto the reliant variable or factors. The 

reason for this exploration configuration is to examine the connection between the Gross 

domestic product, expansion rate, and saving loan fee and the NEPSE file. 

 

3.2 Nature and Sources of Data  

The auxiliary information utilized in this examination. The funding limitation position of 

little versus enormous, bound versus unconstrained, high versus low interest inclusion, 

high versus low stock substance, and low versus high impact of financing cost and 
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expansion rate on NEPSE record has been perceived through the utilization of optional 

wellsprings of information. The NRB and NEPSE yearly reports gave the information 

expected to this examination. Loan fees, Gross domestic product, and expansion rates 

over the fourteen-year time frame crossing 2066-2067 to 2079-2080 have been assembled 

to examine the connection between autonomous factors and NEPSE, the reliant variable. 

 

3.3 Population and Sampling 

Given the intricacy of the connection between macroeconomic factors and securities 

exchange execution, test size and populace determination should be painstakingly thought 

of. As per this perspective, the populace is comprised of all critical macroeconomic 

variables that by and large impact changes in the securities exchange. These 

measurements incorporate loan fees, Gross domestic product development, and expansion 

rates. Research utilizes specific testing methods to get agent tests from this huge populace 

to check out at associations and causal connections. The information is only determined 

when the Nepalese seismic tremor of 2072. A sum of 14 years of information — 7 years 

prior and 7 years later — was accumulated from optional sources. Experts can get 

significant data for settling on venture choices by analyzing what shifts in 

macroeconomic factors mean for securities exchange conduct. 

 

3.4 Method of Analysis  

Mean  

The mean, which is gotten by partitioning the complete number of values by the quantity 

of values, is the math mean of a scope of values or amounts. Deciding the information's 

focal tendency is the typical that is utilized. The most frequently utilized and effortlessly 

understood method for estimating focal propensity is to use the math mean. To work out 

it, summarize the populace's all's relevant pieces of information, then partition the all out 

by the absolute number of focuses. The mean is figured in this review to decide the 

normal of all lengthy and momentary financing costs as well as the expansion rate 

comparative with the stock record.  

Mean   

Where, X= Value of responses of each independent or dependent variable  

 N= Number of statements  
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Standard Deviation  

A measurement called the standard deviation (SD) is utilized to communicate how much 

a gathering of information values shift or are scattered. While an exclusive requirement 

deviation recommends that the information focuses are scattered all through a bigger 

scope of values, a low standard deviation proposes that the information focuses will 

generally be close to the set's mean, otherwise called the expected worth. One supportive 

attribute of the standard deviation is that, as opposed to change, it has similar units of 

estimation as the information. In light of the impact of the reliant factors, the standard 

deviation is figured in this review to gauge the gamble calculate the reliant factors.  

   

Where, X = Value of responses of each dependent or independent variable.  

 X̄ = Mean value of responses of each dependent or independent variable.  

 N = Number of response  

 

Correlation  

A factual strategy for deciding the presence and strength of a connection between two 

factors is relationship. As a representation, taller individuals commonly weigh more than 

more diminutive individuals. The organization isn't faultless. Since they can uncover a 

prescient relationship that can be utilized in certifiable circumstances, connections are 

significant devices. Over the long run, the nature and level of any connection between at 

least two factors change simultaneously. The relationship coefficient goes from - 1 to +1. 

A serious level of positive relationship is demonstrated by numbers around +1, and a 

serious level of negative connection is shown by values close - 1. Connection is registered 

in this review to decide the strength of the connection among free and subordinate factors 

for each example.  

  

Where, X= Value of independent variable.  

 Y=Value of dependent Variable  

 N= Number of responses  
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Regression Analysis 

Relapse examination is a factual strategy utilized in measurable device displaying to 

gauge the connection between the factors. While inspecting the connection between a 

reliant variable and at least one free factors, it includes an extensive variety of displaying 

and examination devices. Relapse examination is a famous device for estimating and 

expectation, and it intently covers with AI in numerous applications. Relapse examination 

is likewise used to explore the kinds of connections among's autonomous and subordinate 

factors and to distinguish which free factors are connected with which of the last option. 

Relapse examination is utilized in this review to decide the course of the relationship for 

each example between the autonomous and subordinate factors. The model of the review 

is beneath:  

Different relapses: Y = a + b1.x1 + b2.x2 + … + bn. Xn, for this study the model will be: 

NEPSE List = α + β¬1Inflation Rate + β¬2 Loan fee + β¬3 Gross domestic product + e 

 

3.5 Research Framework and Definition of the Variables  

The review's factors have been carried into more keen concentration with the guide of an 

examination structure. The stock list is the principal subject of this review. An endeavor 

is made to examine the connection between four non-value macroeconomic markers and 

the stock record: expansion, saving financing cost, fixed loan fee, and loaning loan fee. 

The advance loan cost, saving financing cost, fixed financing cost, and expansion rate are 

free factors, while the stock record is the reliant one. The exploration structure of the 

review is in Figure 1. 

Figure 1 

Research Framework 

 

 

 

 

 

 

(Source: Khatri, 2019) 

Figure shows the examination system and goals of the review which plans to decide the 

effect of chosen factors in particular financing cost, Gross domestic product and 

Independent Variables 

Interest Rate (IR) 

Inflation Rate (INF) 

Gross Domestic Product (GDP) 

Dependent Variable 

NEPSE Index (NI) 
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expansion rate towards NEPSE record. The meanings of every variable utilized in the 

review are as per the following: 

  

Interest Rate (IR) 

The expense a borrower causes while utilizing cash he doesn't claim and should repay to 

the moneylender, who benefits from his deferred utilization, is known as the loan fee. 

One more method for demonstrating revenue is as a level of cash acquired over an entire 

year. The rate at which a bank store develops over the long run is called its financing cost. 

A charge or installment for the utilization of cash is known as revenue, and it's normally 

expressed as a yearly level of the head. The financing cost is a device that a country's 

national bank uses to screen any critical variances in the worth of its cash. Loan fees 

should ascend to stop the devaluation of the cash and to diminish expansion, the two of 

which forestall various negative monetary impacts. (Ross, 1976).  

 

Inflation Rate (INF) 

A persevering ascent in the by and large or general degree of costs inside an economy is 

alluded to as expansion. The average cost for most everyday items has expanded because 

of expansion. There is general agreement that high and fluctuating expansion can be 

negative to the economy by and large, as well as to explicit undertakings, buyers, and the 

last option. By and large, the economy's value dependability is checked by the expansion 

rate. A situation with low expansion will show an increasing cash rate in light of the fact 

that the money's purchasing influence will rise comparative with different monetary 

standards. The most well-known method for evaluating expansion is by retail costs, which 

is the yearly rate ascend in costs. Consistently, the public authority delivers a buyer cost 

list, and the rate expansion in that file over the previous a year is known as the expansion 

rate. The basic meaning of expansion is a determined expansion in the degree of general 

costs (Thapa, 2018).  

 

Gross Domestic Product (GDP) 

The Gross domestic product development rate is a factual proportion of the rate 

expansion in the worth of labor and products created inside a nation's lines over a specific 

timeframe. It is a fundamental marker for assessing the wellbeing and heading of the 

economy since it shows the speed of financial development or constriction. The Gross 

domestic product development rate is firmly checked by states and chiefs so they can 
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evaluate the viability of financial drives and go with very much educated choices. A 

positive development rate means a growing economy, while a negative rate signifies a 

crumbling economy. A country's general success is helped, positions are made, and 

expectations for everyday comforts are raised by reasonable Gross domestic product 

development. 

 

Stock market i.e. NEPSE Index (NI) 

The exchange record, otherwise called the NEPSE file, is delivered by the Nepal Stock 

Trade at the finish of every day. In short, the NEPSE file is determined utilizing the 

exceptional base market capitalization. The main list shows how the financial exchange 

works. The market capitalization esteem ascends pair with the worth and exchange of the 

executed offers. The market capitalization is figured by duplicating the whole offer worth 

by the offer worth starting around a given day. Since the offer cost and share number 

have various qualities, a different duplicate worth is registered and added subsequently to 

decide the aggregate. Market capitalization is processed as such. The absolute market 

capitalization is determined by adding the market capitalization of the relative multitude 

of organizations. The market capitalization is the premise utilized by the stock trade to 

decide the market list. The NEPSE list ascends couple with market capitalization 

extensions and falls pair with market capitalization compressions (Shrestha, 2019). 
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CHAPTER IV 

RESULT AND DISCUSSION  

 

Since the motivation behind this study is to make sense of how loan costs, expansion rates 

and Gross domestic product influence the securities exchange in Nepal and to recognize 

the variables that influence securities exchange of Nepal for example NEPSE by loan fee, 

Gross domestic product and expansion rates. To determine the connection between loan 

cost, expansion rate, Gross domestic product and stock file and its significant effect, it 

utilizes various factual instruments and strategies. To accomplish this, the essential 

auxiliary information were assembled and completely analyzed to give the experimental 

discoveries and distinguish the variables that influence stock file for example NEPSE. 

 

4.1 Results  

This concentrate fundamentally depends on the examination of optional information to 

infer the experimental discoveries on the review. For better perceivability and lucidity, 

the acquired information were classified and shown as figures. The informational index 

incorporates the most recent fourteen years, crossing from 2066-2067 to 2079-2080. 

Relapse examination, relationship, mean, middle, mode, standard deviation, and others 

have all been utilized in its examination. Connection and relapse investigation were used 

to inspect the connection between the reliant and autonomous factors. The tables 

underneath are obtained from programming and have been modified in Succeed.  

 

To address the different exploration subjects, data on the saving financing cost, Gross 

domestic product, expansion rate, and NEPSE file was accumulated and inspected 

utilizing various methods. An examination undertaking's exploration question is the issue 

it plans to tackle. Information are being dissected to decide if saving loan fees 

inconsequential affect the NEPSE record, whether fixed financing costs have a critical or 

unimportant effect, whether loaning loan costs have a huge or irrelevant effect, and 

whether expansion rates fundamentally affect the NEPSE file. The accompanying outline 

shows the pattern of the yearly loan cost, expansion rate, and NEPSE file for the years 

2066-2067 through 2079-2080. Microsoft Succeed and SPSS programming has been 

utilized to work out the expressive, connection and numerous relapse examination. 
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Table 1 

Information regarding inflation rate, interest rate and NEPSE index of last 14 years  

Fiscal year Inflation rate Interest rate GDP NEPSE 

2066/67 9.33 3.66 4.82 477.73 
2067/68 9.23 6.57 3.42 362.85 
2068/69 9.46 8.22 4.67 389.74 
2069/70 9.04 4.1 3.53 518.33 
2070/71 8.36 6.3 6.01 1036.11 
2071/72 7.87 5.9 3.98 961.23 
2072/73 8.79 3.9 0.43 1718.15 
2073/74 3.63 4.12 8.98 1583.57 
2074/75 4.06 5.28 7.62 1212.36 
2075/76 5.57 3.74 6.66 1259.02 
2076/77 5.05 4.97 -2.37 1394.77 
2077/78 4.09 4.72 4.84 2883.38 
2078/79 3.8 7.34 5.6 2001.53 
2079/80 7.7 7.24 5.84 2097.1 

Source: Website of NRB and World Bank 

Table 1 gives the outline of reliant and free factors in the dataset. Four variable are 

recorded in the table: Expansion rate, loan fee, Gross domestic product and NEPSE for 

the time of 2066/67 to 2079/80. The most elevated expansion rate is 9.46 in financial year 

2068/69 while least of 3.63 in monetary year 2073/74. Also, Financing cost has the most 

elevated esteem in monetary year 2068/69 of 8.22 with least worth of 3.66 in monetary 

year 2066/67. Development rate (Gross domestic product) is in fluctuating pattern with 

the most elevated worth of 8.98 and least worth of - 2.37 in financial year 2073/74 and 

2076/77 separately. Similarly, NEPSE shows expanding pattern from the time of 2066/67 

to 2079/80. The most noteworthy worth of NEPSE is 2883.38 in monetary year 2077/78 

while least worth of 362.85 in financial year 2067/68. 
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4.1.1 Descriptive Analysis 

Table 2  

Descriptive Statistics 

 Variables N Minimum Maximum Mean Std. Deviation 

Inflation Rate 14 3.63 11.09 7.138 2.506 

Interest Rate 14 3.61 8.22 5.311 1.527 

GDP 14 -2.37 8.98 4.571 2.752 

NEPSE 14 362.85 2883.38 1242.998 724.141 

 (Source: Appendix II) 

 

Table 2 delights the mean, standard deviation, least, greatest and number of perception of 

all autonomous and subordinate variable during the review time frame. The outcome were 

gotten from the SPSS programming. This typical expansion rate during the review time 

frame is 7.138 percent with the standard deviation of 2.506 percent. The most extreme 

expansion rate is 11.09 percent and the base loan cost is 3.61 percent during the review 

time frame. Similarly, the typical financing cost during the review time frame is 5.311 

percent with the standard deviation of 1.527 percent. The base to greatest rang of 

expansion is 3.61 percent to 8.22 percent during the review time frame. In the event of 

NEPSE record, the typical list is 1242.998 point during the review time frame with the 

standard deviation of 724.141 point. The base NEPSE file during the review time frame is 

362.85 point and greatest record is 2883.38 point during the review time frame.  

 

  



37 

 

 

 

4.1.2 Correlation Analysis 

The connection coefficients are determined for the time of 2066/67 to 2079/80 on Nepal 

stock record esteem (NEPSE), Loan fee (SIR), Gross domestic product and Expansion 

rate (IFR). 

 

Table 3  

Correlation between NEPSE, Interest rate and Inflation rate 

 

Variables IR INTR GDP NEPSE 

Inflation Rate Pearson 
Correlation 

1    

Sig. (2-tailed) 
 

   
Interest Rate Pearson 

Correlation 
.149 1   

Sig. (2-tailed) .612 
 

  
GDP Pearson 

Correlation 
-.303 .084 1  

Sig. (2-tailed) .293 .774 
 

 
NEPSE Pearson 

Correlation 
-.715** -.130 .087 1 

Sig. (2-tailed) .004 .659 .768 
 

**. Correlation is significant at the 0.01 level (2-tailed). 

(Source: Appendix III) 

Table 3 shows the connection between subordinate variable for example NEPSE and 

autonomous variable for example loan fee and expansion rate. The outcome shows 

expansion rate is adversely corresponded with NEPSE with huge connection (r= - 0.715) 

P < 0.05. Likewise, loan cost has low level of negative connection with NEPSE with 

irrelevant relationship (r = - 0.130, P > 0.05). Gross domestic product was viewed as low 

level of positive connection additionally inconsequential at 0.05 degree of importance (r = 

0.07) P > 0.05. 

 

4.1.3 Regression Analysis 

Deciding the impact of autonomous elements on the reliant variable is made simpler with 

relapse investigation. The whole example is utilized in the relapse examination. Relapse 

examination is acted in the review for the expansion and loan costs comparable to the 

NEPSE file. The expansion rate and financing cost are the two variables affecting the 

NEPSE record. The reason for different relapse models is to decide what different 

autonomous elements mean for subordinate factors. 
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Table 4 

Variables 

Model Variables Entered Variables Removed Method 

1 INT, INF, GDP   Enter 

a. Dependent Variable: NEPSE 

b. All requested variables entered. 

The review's variable is shown in Table 4. The Gross domestic product, loan cost, and 

expansion rate are the free factors, and the NEPSE record is the reliant variable. The 

objective of the review is to take a gander at how the NEPSE file is impacted by 

financing costs and expansion during the review time frame. 

 

Table 5 

Model Summary of NEPSE 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 
.728a .531 .390 .51709 

a. Predictors: (Constant), GDP, INTR, INF 

The model rundown's coefficient of assurance (R2) worth of 0.531 demonstrates that 

53.10% of the variety in subordinate factors, like NEPSE, can be credited to autonomous 

factors like Gross domestic product, expansion rate, and financing cost. It shows the total 

impact of all free factors on the reliant factors, or the complete difference. 

 

Table 6 

ANOVA Table 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 3.022 3 1.007 3.767 .048 

Residual 2.674 10 .267     
Total 5.695 13       

a. Dependent Variable: NEPSE 
b. Predictors: (Constant), GDP, INTR, INF 
 

The ANOVA results, which have a p-worth of 0.048 — underneath the predefined alpha 

worth of 0.05 — show a critical connection between Gross domestic product, expansion 
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rate, and loan cost and NEPSE. This shows that the connection between these factors is 

precisely anticipated by the model. The outcomes affirm the legitimacy of the model in 

foreseeing developments of the NEPSE in view of changes in Gross domestic product, 

expansion, and loan fees, and they feature the meaning of financial factors in affecting the 

Nepalese securities exchange. 

 

Table 7 

Regression Coefficients 

Model 
Unstandardized Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 8.604 .711   12.100 .000 

Inflation Rate -.214 .065 -.758 -3.277 .008 
Interest rate -.002 .097 -.005 -.022 .098 

GDP .033 .053 -.142 -.620 .039 

a. Dependent Variable: NEPSE 

 (Source: Appendix IV)\ 

The upsides of the unstandardized beta coefficients (β1, β2, and β3) and the consistent α, 

which can be utilized to compose the assessed condition for the effect of autonomous 

factors on NEPSE, are additionally summed up in Table 7. Utilizing the upsides of 

unstandardized beta coefficients and steady, it can compose the assessed condition as 

follows: 

NEPSE = 8.604 – 0.214 INF – 0.002 INTR + 0.33 GDP  

 

The beta coefficients in the relapse examination are utilized to portray how much the 

autonomous factors add to the change in the reliant variable, and in what extent. Table 7 

shows the expansion rate (β1 = - 0.214, p = 0.008) and financing cost (β2 = 0.002, p = 

0.098) as the discoveries. That's what the discoveries exhibited, while holding any 

remaining factors equivalent, a one unit expansion in the expansion rate would bring 

about a 0.758 percent fall in the NEPSE file. Along these lines, the NEPSE record would 

drop by 0.005 units for each unit expansion in the loan fee factor. Furthermore, a one unit 

expansion in Gross domestic product brings about a 0.142 change in NEPSE. All in all, 

the NEPSE list is fundamentally affected decidedly by Gross domestic product and 

essentially adversely by expansion rate; loan costs irrelevantly affect NEPSE. 
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4.2 Discussion 

The financing cost affects the NEPSE file. As indicated by the negative connection, the 

NEPSE file will increase in the event that the loan cost drops and fall in the event that the 

expansion rate increases. It has been laid out that the speculation that the financing cost 

and expansion rate meaningfully affect the NEPSE file is misleading. A low loan cost 

urges financial backers to move their assets from banks and other monetary 

establishments to the securities exchange, which raises the NEPSE file. Furthermore, in 

the event that financing costs are yielding exceptional yields, they won't take a risk by 

putting resources into the securities exchange. There is huge positive effect of financing 

cost to the NEPSE record. It is obvious from the relapse examination results that there is 

an exact reverse connection among it and the NEPSE file. As per the positive connection, 

the NEPSE file will ascend because of an expansion in the loaning financing cost and fall 

in light of a decline in the loaning loan fee. The outcomes on the financing cost and 

NEPSE file connect were viewed as in accordance with Shrestha and Pokhrel's (2019) 

discoveries. The NEPSE Record isn't altogether influenced by the pace of expansion. The 

outcomes showed that there was no relationship by any means between the free and 

subordinate factors. The consequences of the relationship between's the expansion rate 

and the NEPSE record were viewed as in accordance with those of Laichena and Obwogi 

(2015).  

 

The financing cost affects the NEPSE file. As per the negative connection, the NEPSE 

record will ascend in case of a diminishing in financing costs and fall in case of an 

expansion in loan fees. It has been laid out that the speculation that the loan fee 

significantly affects the NEPSE record is right. A low loan cost urges financial backers to 

move their assets from banks and other monetary establishments to the securities 

exchange, which raises the NEPSE file. Moreover, in the event that decent stores are 

yielding significant yields, they won't take a risk by putting resources into the securities 

exchange. The discoveries in regards to the relationship of loan fee with NEPSE record 

was seen as steady with Suhadak (2021), Parab (2020), Ahmad and Raoof (2010), Joseph 

(2012), Naik and Padhi (2012), Shrestha and Subedi (2014), Khan (2019), Haider (2018) 

Khatri (2019), Shrestha (2019), Panta (2020) and goes against with the discoveries of 

Rostamy (2013), Goswami and Jung (2013), Hasan and Samarakoon (2013) and Gautam 

(2018).  
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The NEPSE Record is fundamentally influenced by the pace of expansion. The outcomes 

exhibited a significant connection between the expansion rate and the reliant variable, or 

NEPSE. NEPSE ascends pair with an expansion in the expansion rate. The expansion rate 

and the NEPSE File have an extensive negative relationship, as illustrated. It has been 

laid out that the speculation that the expansion rate significantly affects the NEPSE record 

is misleading. The finishes of how the expansion rate and NEPSE record relate was 

viewed as predictable with Amanda (2023), Farras (2021), Emenyi (2020), Fahlevi 

(2019), Yunita (2018), Balagobi (2017), Khalid (2017) and Ergun (2012).  

 

Various factors, for example, the loan fee, expansion rate, cash supply, NRB strategy, 

conversion scale, and Gross domestic product, can be utilized to analyze the effect of 

other macroeconomic elements on the stock record. This can be analyzed in more detail 

in forthcoming examinations. 
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CHAPTER V 

SUMMARY AND CONCLUSION  

In this part the review sum up the main outcomes and finish up the explanation and 

propose the ramifications for the further review. It offers a brief outline of the review, 

stressing its key discoveries. The determination incorporates a summation of the 

information and examination as well as associations between the targets of the 

exploration and the outcomes. This part digs into the more extensive ramifications of the 

discoveries and their relationship to hypothesis, practice, and future headings in research. 

Understanding the importance and effect of the exploration's commitments is urgent. 

 

5.1 Summary  

The course begins with a conversation of loan fees, expansion, and stock records. There 

are three critical parts to a country's monetary development. Loan cost and expansion 

impacts on stock files fundamentally affect government strategy on monetary business 

sectors, risk the executives techniques, and observing arrangements. Two significant 

monetary elements that influence normal stocks are financing costs and expansion. 

Exploring the connection between macroeconomic factors and stock cost for various 

reasons is urgent. To start with, it helps chiefs in fathoming the total effect of current and 

future regulations and guidelines. Furthermore, financial backers' openness to chance 

would be diminished in the event that they settled on better-informed money management 

choices and were completely mindful of this relationship. Finding the unique connection 

between the loan cost and expansion rate and the stock record is the review's fundamental 

objective. 

 

Various hypotheses and works of writing are evaluated in the subsequent part. It is the 

best in class, remembering significant disclosures and advances for hypothesis and system 

connected with a specific subject. It gives an essential understanding of the subject. 

Writing overviews are optional sources that offer no unique or as of late led trial study. 

These audits are connected to books with a scholarly bowed and are generally distributed 

in scholastic diaries. It incorporates both genuine information and an assessment of 

appropriate examination hypotheses.  
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The third part essentially addresses the review's procedure. The connection between the 

loan cost, expansion rate, and NEPSE record will be inspected utilizing the causal review 

plan. It utilizes a scope of quantitative factual strategies, including relapse, connection, 

and engaging investigation, to learn how a free factor influences the NEPSE file. To come 

to the end results, optional information was assembled and inspected efficiently. The 

mean, middle, standard deviation, relationship, and relapse are the strategies used to 

analyze the information. Relapse examination and connection were performed to decide 

the huge impact of autonomous elements on subordinate factors.  

 

The outcomes, which exhibit the expansion rate's little adverse consequence on the stock 

record, are determined in the fourth section. The NEPSE List will be adversely affected 

by changes in the expansion rate in light of the fact that the relationship not entirely set in 

stone to be huge. The financing cost affects the NEPSE file. The stock file will be harmed 

by changes in financing costs since the relationship has been shown to be significant. In 

this way, in case of low financing costs, contributors might use their assets to buy stock, 

and people may likewise exploit low-premium credits from banks and other monetary 

establishments to take part in the securities exchange. 

  

5.2 Conclusion  

As indicated by the review's discoveries, Gross domestic product, loan costs, and stock 

record instability are undeniably related. It is clear that the loan cost drives the Nepali 

financial exchange. The development of the stock file and financing cost is going in a 

contrary manner. Since low loan fees bring about lower credit costs and less open doors 

lost by keeping up with bank reserve funds, values become seriously engaging.  

 

The Gross domestic product and expansion rate impact the NEPSE record. The NEPSE 

record will increase when expansion rates fall and decline as expansion ascends, as per 

the negative relationship. The outcomes relating to the effect of expansion rate on the 

NEPSE list were found. It is apparent that different variables than loan costs and 

expansion additionally affect the stock file. The stock file is vigorously impacted by 

news, bits of gossip, and guess. It is trying to measure and involve these sorts of factors in 

a model. Connection and relapse models are simply used to determine what free factors 

mean for subordinate factors. Notwithstanding, assuming that the models like relationship 

examination and ANOVA test had been assessed to carry out the groundwork, right and 
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reliable outcomes could have been achieved. The main elements used to analyze the 

effect on the NEPSE file were the loan cost and the expansion rate. In any case, various 

other macroeconomic factors, including as the cash supply, swapping scale, NRB 

strategy, news, tales, and hypothesis, additionally affect the stock record. 

 

5.3 Implications  

This segment centers around the review's suggestions, which incorporate proposals 

intended to give the significant data and potential future exploration headings to the 

gatherings in question, considering the other appropriate issues and the review's principal 

discoveries. Just the main suggestions — because of time requirements and proposition 

constraints — are recorded beneath; there are a few recommendations for various strategy 

producers, the board styles, and business regions.  

 Various elements impact the NEPSE record. The fundamental determinants of the 

NEPSE list are the subject of this review. The review's discoveries will probably 

altogether affect people, organizations, the financial business, and the NEPSE 

market. Each element that impacts the NEPSE list, whether straightforwardly or in 

a roundabout way, ought to be surveyed.  

 Both neighborhood and unfamiliar financial backers can profit from a 

comprehension of how expansion, premium and Gross domestic product connect 

with the Nepali securities exchange to appropriately design their speculations and 

make portfolio the executives.  

 The components that influence the stock file are not restricted to the financing 

cost, Gross domestic product, and expansion rate. The stock file is additionally 

affected by different elements, for example, saves, cash supply, trade rates, 

political news, and reports and hypothesis.  

 Tales, news, and hypothesis essentially affect the NEPSE file; macroeconomic 

factors like as loan fees and expansion rates are not adequate to expect the course 

of progress in the stock record appropriately.  

 This market ought to be more straightforward by giving simple admittance to data 

about recorded organizations to diminish bits of hearsay and theory. To dissipate 

bits of hearsay and prattle on the lookout, the pertinent specialists ought to really 

further develop straightforwardness and correspondence.  
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 As well as being a valuable data source, it could provoke curiosity in additional 

exploration in this or comparative subjects on the activities of both unfamiliar and 

neighborhood financial backers. 

 



Reference 

 

Ahmad, M.  & Raoof, A. (2010). Do interest rate, exchange rate effect stock returns? 

International Research Journal of Finance and Economics, 50, 145-180.  

Alam, M., & Uddin, G.S. (2009), Relationship between Interest Rate and Stock Price: 

empirical evidence from developed and developing countries, International Journal 

of Business and Management, 4(3), 43-51.  

Alzoubi, M. (2022). Stock market performance: Reaction to interest rates and inflation 

rates. Banks and Bank Systems, 17(2), 189-198. 

Amanda, S. T., Akhyar, C., & Ilham, R. N. (2023). The Effect of Inflation, Exchange 

Exchange, Interest Rate on Stock Price in the Transportation Sub-Sector, 2018-

2020. Journal of Accounting Research, Utility Finance and Digital Assets, 1(4), 

342-352. 

Balagobei, S. (2017). Macroeconomic variables and stock market returns in Sri Lanka. 

Balagobei, S.(2017). Macroeconomic Variables and Stock Market Returns in Sri 

Lanka. Asian Journal of Finance & Accounting, 9(2), 206-218. 

Barasa, J. W. (2014). Macroeconomic determinants of stock market performance in Kenya. 

Case of Nairobi Securities Exchange, 20, 77-83.  

Cassel, G. (1918). Causal relationship between macro-economic variables and stock 

market.  Journal of Social Sciences, 30(2), 263-274.  

Dhami, J. (2017). Determinants of Stock Market Performance in Nepal. An Unpublished 

Master’s dissertation, Tribhuvan University.  

Emenyi, E., & Effiong, S. A. (2020). Macroeconomic variables and stock market 

performance: Covid–vectors or Covid-variables. Journal of Critical Reviews, 7(12), 

4685-4693. 

Fahlevi, M. (2019, August). The influence of exchange rate, interest rate and inflation on 

stock price of LQ45 index in Indonesia. In First International Conference on 

Administration Science (ICAS 2019), 157-163). Atlantis Press. 

Fama, E.F. (1970). Efficient capital markets: A review of theory and empirical work. The 

Journal of Finance, 25(2), 383-417. 

Farras, N. R., & Wijaya, J. H. (2021). The impact of inflation, interest rate and exchange 

value on banking companies' performances during the 2017-2020 period. Technium 

Soc. Sci. J., 17, 222.  



Fisher, I. (1930). The theory of interest.  The Quarterly Journal of Economic, 4(3), 499-

516.  

Gautam, R. (2018). The Impact of Interest rate, Exchange rate and Inflation rate on Stock 

Returns. An Unpublished Master’s dissertation, Tribhuvan University.  

Ghimire, J. (2017). Impact of Interest rate on Stock Return. An Unpublished Master’s 

dissertation, Tribhuvan University.  

Goswami, G., & Jung, S. (2013). Stock market and economic forces: evidence from Korea.  

Journal of Management, 3, 42-70  

Gunsel, N., & Cukur, S. (2007). The effects of macroeconomic factors on the London Stock 

returns: a sectoral approach. International Research Journal of Finance and 

Economics, 10, 140-152.  

Haider, S. W. (2018). Impact of interest rate, inflation rate, exchange rate and gold prices 

on Karachi Meezan Index 30. European Journal of Islamic Finance, 10(2), 456-

475. 

Hanitha, V., Angreni, T., Hendra, H., Listens, G., & Hidayat, A. (2024). Cointegration 

Analysis of Macro Economic Factors, Index FTSE, on the Indonesian Stock 

Exchange Period 2017-2022. eCo-Fin, 6(1), 65-73. 

Hanuransyah, T., & Soebagiyo, D. (2023). The Analysis of Inflation, Exchange rate, and 

Benchmark Interest Rate (BI rate) Influences on the Indonesia Composite Index 

(ICI). Journal of Management Science (JMAS), 6(2), 249-253. 

Hasan, T., & Samarakoon, L. P. (2013). Short-term interest rates and expected stock 

returns: evidence from Sri Lanka.  Journal of Social Science Research, 4(3), 2028. 

Hedau, A. (2024). Impact of Macroeconomic Variables on the Performance of the Indian 

stock market. Journal of Informatics Education and Research, 4(1). 

Humpe, A. & Macmillan, P. (2017), Can macroeconomic variables explain long-term stock 

market movements? Applied Financial Economics, 19(2), 11-19.  

İlhan, A., & Akdeniz, C. (2020). The impact of macroeconomic variables on the stock 

market in the time of Covid-19: The case of Turkey. Ekonomi Politika ve Finans 

Araştırmaları Dergisi, 5(3), 893-912. 

Ioannidis, C., and Kontonokas, A. (2008). The impact of monetary policy on stock prices. 

Journal of Policy Modeling, 30(1), 33-53.  

Jamaludin, N., Ismail, S., & Ab Manaf, S. (2017). Macroeconomic variables and stock 

market returns: Panel analysis from selected ASEAN countries. International 

Journal of Economics and Financial Issues, 7(1), 37-45. 



Joseph, N.L. (2012), Modeling the impacts of interest rate and exchange rates on UK stock 

returns. Derivatives Use Trading and Regulation, 7, 306-323  

Karki, D. (2018). Stock market responses to macroeconomic dynamics: testing for longrun 

equilibrium in Nepal. Journal of Management, 64-82  

Keynes, J. M. 1936. The general theory of employment, interest and money. Journal of 

Social Science, 7(3), 38-52.  

Khalid, W., & Khan, S. (2017). Effects of macroeconomic variables on the stock market 

volatility: the Pakistan experience. International Journal of Econometrics and 

Financial Management, 5(2), 42-59. 

Khan, M. K. (2019). Impact of exchange rate on stock returns in Shenzhen stock exchange: 

Analysis through ARDL approach. International Journal of economics and 

management, 1(2), 15-26. 

Khatri, M. (2019). Macroeconomic influence on the Nepalese stock market. NRB Economic 

Review, 31(1), 47-64.  

Laichena, K. E., & Obwogi, T. N. (2015). Effects of macroeconomic variables on stock 

returns in the East African community stock exchange market. International 

Journal of Education and Research, 3(10), 27-39.  

Malkiel, B. G. (1989). Is the stock market efficient? A Journal of Science, 243, 1313-1318.  

Mgammal, M. H. (2018). The effect of inflation, interest rates and exchange rates on stock 

prices comparative study among two GCC countries. SSRN. 

Mugambi, M. & Okech, T. C. (2016). Effect of macroeconomic variables on stock returns 

of listed commercial banks in Kenya.  International Journal of Economics, 4(6), 

390-418.    

Mundell, R. (2010). Inflation and real interest. Journal of Political Economy, 71(3), 

280283.  

Naik, P. K. and Padhi, P. (2012). The impact of macroeconomic fundamentals on stock 

prices revisited. Evidence from Indian Data, Eurasian Journal of Business and 

Economics, 5(10), 25-44.  

Özlen, S., & Ergun, U. (2012). Macroeconomic factors and stock returns. International 

Journal of Academic Research in Business and Social Sciences, 2(9), 315. 

Panta, B. P. (2020). Macroeconomic determinants of stock market prices in Nepal. Quest 

Journal of Management and Social Sciences, 2(1), 64-79.  



Parab, N., & Reddy, Y. V. (2020). The dynamics of macroeconomic variables in Indian 

stock market: a Bai–Perron approach. Macroeconomics and Finance in Emerging 

Market Economies, 13(1), 89-113. 

Pudsaini, R. (2016). Macroeconomic Variables Affecting the Stock Market. An 

Unpublished Master’s dissertation, Submitted to Central Department of 

Management, Tribhuvan University.  

Rano, S. U., & Bayero, A. (2019). Does inflation have an impact on stock returns and 

volatility? Journal of Evidence from Ghana, 3, 1-17.  

Ross, S.A. (1976). The arbitrage theory of capital pricing. Journal of Economic Theory, 13, 

341-360.  

Rostamy, A. A. (2013). Oil price, exchange rate, interest rate, and market return 

relationship with industries stock return: evidence from Iranian Stock Exchange. 

Research and Applications in Economics, 1(1), 114-137  

Shrestha, P. K. & Pokhrel, S. (2019). Factor affecting stock index in Nepal. SEBON 

Journal, 7, 33-52.  

Shrestha, P. K. & Subedi, B. R. (2014). Determinants of stock market performance in 

Nepal. NRB Economic Review, 26(2), 25-40.  

Shrestha, P. M. (2019). Effect of macroeconomic variables on stock market index. SEBON 

Journal, 7, 95-107.  

Suhadak, S., & Suciany, A. D. (2021). Brief Technical Note: The Influence of Exchange 

Rates on Inflation, Interest Rates and the Composite Stock Price Index: Indonesia 

2015-2018. Australasian Accounting, Business and Finance Journal, 14(1), 105-

120. 

Thapa, S. (2018). Impact of Inflation and Exchange Rate on Stock market. An Unpublished 

Master’s dissertation, Tribhuvan University.  

Venkatraja, B. (2014). Impact of macroeconomic variables on stock market performance 

in India: an empirical analysis. Economic and Applied Management Research, 1(6), 

48-73. 

Yunita, Y., & Robiyanto, R. (2018). The Influence of Inflation Rate, Bi Rate, and Exchange 

Rate Changes To the Financial Sector Stock Price Index Return in the Indonesian 

Stock Market. Journal Manajemen Dan Kewirausahaan, 20(2), 80-86. 

 

 



Appendices 

Data Information: - Inflation Rate, Interest Rate, GDP Growth Rate and NEPSE 

  

Fiscal year Inflation rate Interest rate 

GDP Growth 

Rate NEPSE 

2066/67 9.33 3.66 4.82 477.73 

2067/68 9.23 6.57 3.42 362.85 

2068/69 9.46 8.22 4.67 389.74 

2069/70 9.04 4.1 3.53 518.33 

2070/71 8.36 6.3 6.01 1036.11 

2071/72 7.87 5.9 3.98 961.23 

2072/73 8.79 3.9 0.43 1718.15 

2073/74 3.63 4.12 8.98 1583.57 

2074/75 4.06 5.28 7.62 1212.36 

2075/76 5.57 3.74 6.66 1259.02 

2076/77 5.05 4.97 -2.37 1394.77 

2077/78 4.09 4.72 4.84 2883.38 

2078/79 3.8 7.34 5.6 2001.53 

2079/80 7.7 7.24 5.84 2097.1 

(Source: Nepal Rastra Bank, 2024) 
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