Meta-analysis of macroeconomic variables on the
Capital market with emphasis on the role of the
government

Mohammad Nikoonesbati*!, Javad Shekarkhah?, Meysam Amiri3

1. *Ph.D. Student, Department of Accounting, Allameh Tabataba’i University,
Tehran, Iran

2. Associate Professor, Department of Accounting, Allameh Tabataba'i
University, Tehran, Iran

3. Assistant Professor, Department of Finance and Banking, Allameh Tabataba’i
University, Tehran, Iran

Corresponding Author: Mohammad Nikoonesbati
Email: mnikoo8686@gmail.com

Highlights
« .The results of the meta-analysis show that among the variables,
GDP, oil price, and gold price had the greatest impact on capital

market returns
» Many indicators affecting the capital market, such as interest rates,

are directly dependent on government decisions.

Abstract

Purpose: Since the emergence of the Capital market, a large number of
studies have focused on it, examining various issues, especially the factors
affecting this market and finding models to predict its performance. The
performance of the Capital market is affected by various variables, including
macroeconomic variables, and the relationship between macroeconomic
variables and the capital market has always been an interesting topic for both
researchers and investors, which has led to a large number of research in this
field. Despite the extensive research conducted in this regard, there is no
complete consensus on the most important variables affecting the Capital
market and the role of the government in this regard, and the results
presented in different studies are different and sometimes contradictory.

Research Method: in order to extract a set of variables and integrate
them in this study, with a different approach and based on the meta-analysis
method using comprehensive software (CMAZ2), the most important
economic variables affecting the Capital market and determining the
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variables that are most affected by government decisions have been studied,
considering the existing literature in this field. For this purpose, based on the
search protocol and article selection index, the results of statistical analysis
of 61 studies in this field were used.

Findings: The review of the selected articles led to the identification of
10 influential economic variables, of which 3 indicators are directly
influenced by government decisions and the other indicators are indirectly
influenced by government decisions.The results of the meta-analysis show
that among the variables, GDP, oil price, and gold price had the greatest
impact on capital market returns, respectively, and that there was a weak
relationship or no relationship between the other economic variables and
capital market returns.

Conclusion, Originality and its Addition to Knowledge: Many
indicators affecting the capital market, such as interest rates, are directly
dependent on government decisions, which itself indicates the importance of
the government's role in this market. Governments should, while making
sound policies in the capital market, avoid direct and unnecessary
interventions in the market that lead to a decrease in investor confidence, and
at the same time, increase the attractiveness of investing in this market
through indirect and supportive tools to properly direct the financial
resources available in society.

Keywords: Capital market, Economic variables, Government economy,
Gross Domestic Product, meta-analysis.
JEL Classification: G1,E44, E62

1. INTRODUCTION

Since the emergence of the Capital market, a large number of studies
have focused on it, examining various issues, especially the factors affecting
this market and finding models to predict its performance. The performance
of the Capital market is affected by various variables, including
macroeconomic variables, and the relationship between macroeconomic
variables and the Capital market has always been an interesting topic for
both researchers and investors, which has led to a large number of research
in this field. Despite the extensive research conducted in this regard, there is
no complete consensus on the most important variables affecting the Capital
market and the role of the government in this regard, and the results
presented in different studies are different and sometimes contradictory. In
addition, analyzing price movements and behavior in the Capital market is
very challenging because the behavior of Stock markets is dynamic and
nonlinear with a non-stationary, non-parametric, and unstable nature.

The limitations of field studies and sometimes the existing differences
have led to a more comprehensive perspective being presented in this
research with a meta-analysis approach compared to past studies. Among the
weaknesses of past studies that can be examined and resolved using the
meta-analysis approach is the attention to the type of data, the method of
data analysis, and other specific factors of each study that should be
considered in extracting and analyzing data to reach an overall conclusion.
Hence, the innovative contribution of the present research is the
comprehensive and systematic examination of economic variables affecting
the Capital market in past research. The three aspects that distinguish the



present study from previous studies are: First, the present study uses a meta-
analysis approach to review the literature in this field. Second, the models,
patterns, and approaches available in previous studies are examined in order
to extract economic factors affecting Capital market performance by the role
of the government, and finally, the effect of each of the aforementioned
factors is examined according to the statistical tests used in the meta-
analysis.

2. MATERIALS AND METHODS

Based on the research process, 12,262 initial articles were identified
through keyword searches in various databases and were screened based on
the articles' irrelevance to the fields of accounting, finance, and economics
(6,195 rejected articles), similar articles (3,261 rejected articles), other initial
indicators of acceptance and rejection of articles, including the elimination
of short articles and conferences that are not credible and unrelated to the
research topic and questions (1,722 rejected articles), article summaries (895
rejected articles), and based on a review of the article text for meeting the
conditions for extracting effect sizes (128 rejected articles), and finally 61
articles were selected as final articles for analysis.

After selecting the articles and considering the meta-analysis approach, it
is time to extract the data and calculate the effect size. In order to collect the
required data in the form of a checklist for conducting meta-analysis, Excel
software was used, and the Comprehensive Meta-Analysis (CMAZ2) software
was used to perform calculations and analyze the collected data.

3. RESULTS AND DISCUSSION

According to the collected studies, research objectives and questions, and
the extracted checklist, and according to the meta-analysis steps, after
reviewing and analyzing the research data in the (CMAZ2) software, the
results of the meta-analysis regarding the factors affecting the Capital market
show that among the 10 influential economic variables, of which 3 indicators
are directly influenced by government decisions and the other indicators are
indirectly influenced by government decisions and GDP, oil price, and gold
price had the greatest impact on Capital market returns, respectively, and
there was a weak relationship or no relationship between the other economic
variables and Capital market.

4. CONCLUSION

According to the research findings, GDP with an effect size of 0.36 had
the largest impact on Capital market returns among the variables studied. In
all the previous studies, GDP growth had a positive impact on the Capital
market, and this is the same for developed and developing countries. Perhaps
the main reason for this is the direct impact that GDP growth has on Stock
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market development in all countries, and among the previous studies, not a
single study was found that showed a negative relationship.

Oil price is another variable under study that, after GDP, with an effect
size of 0.35, has the greatest impact on Capital market among the studies
under study, along with gold price. Regarding the impact of oil price on
Capital market returns, the type of relationship is very different depending
on whether the country under study is an oil exporter or an oil importer. In
the case of oil exporting countries, there is a positive relationship between
oil price and Capital market returns, but in the case of oil importing
countries, this relationship is completely opposite. One issue that should be
considered in this regard is the effect that the increase in domestic oil
consumption has had in exporting countries and has reduced the intensity of
the relationship.

The price of gold, along with the price of oil, has the greatest impact on
Capital market among the previous studies, with an effect size of 0.35 after
the GDP index. Regarding the price of gold, there are both positive and
negative relationships among the previous studies, but in general, the gold
market is an alternative market to the Capital market, and when the Capital
market performance is poor, investors move towards this market. One of the
reasons for this negative relationship is explained by Jain and Biswal
(2016,p 181) as follows: At the same time, as the price of gold decreases in
foreign markets, its imports increase, which causes an increase in interest
rates and, consequently, a decrease in investment in the Stock market.

Totally Many indicators affecting the capital market, such as interest
rates, are directly dependent on government decisions, which itself indicates
the importance of the government's role in this market. Governments should,
while making sound policies in the capital market, avoid direct and
unnecessary interventions in the market that lead to a decrease in investor
confidence, and at the same time, increase the attractiveness of investing in
this market through indirect and supportive tools to properly direct the
financial resources available in society.

Despite various tests performed to measure effect size and publication
bias, including Rosenthal's fail-safe number test and the Duval and Tweedie
trim and fill method , which all indicate the accuracy and precision of the
research findings, there may be modulating variables that affect the research
results. Another limitation of the research is the lack of access to studies that
have not been published in scientific journals due to the existence of results
that are contrary to the trend of past research and could affect the research
results. Another issue that should be considered is that the studies under
review were conducted in different spatial and temporal conditions, which
can also affect the research results.
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