Taylor & Francis
e Online & !

Home » All Journals » Economics, Finance & Business P Applied Economics Letters P List of Issues
» Volume 16, Issue 14 P Relationship between stock returns and i ....

Applied Economics Letters »
Volume 16, 2009 - Issue 14
968 9 1

Views CrossRef citations to date Altmetric
Original Articles

Relationship between stock returns and
inflation

Paul Alagidede =&
Pages 1403-1408 | Published online: 07 Oct 2009

66 Cite this article https://doi.org/10.1080/13504850701537682

Sample our
Economics, Finance,

Business & Industry Journals

>> Sign in here to start your access
to the latest two volumes for 14 days

B Full Article [ia) Figures & data & References 66 Citations Ll Metrics

& Reprints & Permissions Read this article

Abstract

The question of whether common stocks can act as a hedge against inflation has
received tremendous attention in the economics and finance literature, but with little or
no evidence for African countries. This letter examines the Fisher hypothesis for 6
African countries. Using OLS estimates we find positive relationship between inflation
and stock returns in Kenya and Nigeria. However, instrumental variable estimates
provide consistent results and confirms the validity of a generalised Fisher hypothesis
in 3 markets: Kenya and Nigeria at the 12 month horizon, and Tunisia at 60 month

horizon. This suggests that investors should expect stocks to be a good hedge against
inflation over long horizons.
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Notes

1 The studies such as Anari and Kolari (2001) use cointegration while studies like Spyrou
(2001) concentrate on both short- and long-run methods.
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