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The reciprocal relationship between the exchange rate and stock prices, an

empirical study at the Istanbul Stock Exchange
Abstract

The study aims to analyzing the reciprocal relationship between the
nominal exchange rate of the Turkish lira versus the U.S. dollar and the
stock prices of the companies listed on the Istanbul Stock Exchange (ISE)
expressed in the general market index for the period from 2005 to 2020 with
192 monthly observations, based on the traditional theory and the theory of
portfolio balance model in theoretical interpretation for that relationship,
aiming to identify the effect of the exchange rate on stock prices, as well as
to analyze the causal relationship between those variables and to identify
which of them is the cause or which is the result, using the Autoregressive
Distributed Lag (ARDL) model. The research found that the exchange rate
has a positive effect on stock prices in the long term, despite the emergence
of the negative impact in the short term, but the long-term relationship has
corrected the course of the short-term relationship with a time period not
exceeding one month, in addition to proving that this relationship takes one
direction. From the exchange rate towards stock prices, that is, the exchange
rate is the reason and stock prices are the result, therefore the results of this
research helps investors to predict future trends of stock prices depending on
the exchange rate changes, and it also enables the companies, especially
those with foreign transactions, to manage price risks the exchange rate in
order to avoid its negative impact on its share price, as it represents an
obstacle to achieving its main goal of maximizing the share price.

Key words: Exchange Rate, Stocks prices, ARDAL, Portfolio Balance, Traditional
Theory.
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(International sy solbal) il 4, ks el Lele 3Ly s «(Syajarul,2016:63)
Dl o A kel o3 a 05 o(Lee,et.al., 2017:96) Trading Effect Theory)
I a1 A8l g A< N clal ) e ) G i g ASal dndlal) 5 el e 55 Ca pall
Ayl Al el Al aatll A Ja) A adl) GuSay A pgd) e o &5 ey oz Y
3aaal) S 58l b Joaag el dleall Al mlins) o) 6l ¢(Fauziah,2015:126)
633 AT Aali ey clgilana 33l ) () (523 Lew ccila¥) (33 ) sinsall (ad i gasi il
i Les dlgalil & ey S il el Clagse il ) dlaal) Aleall Gjen ja pléS )
oSl e g oclS il el ciladia e il Callall Galias) s lpagasd Jland e Gl
Alaall Ao (ddis Ladic ) so sl dpeaiay (B ()5S 53 ) giusal) IS N (o ans elld (g
Dl ey Ln Lgalyjf (mliail o a s ez LY) S g i ) (525 ol (0 sl
& Cipall a3 ) sl IS N agl el dpulin &5 a5 dgagd el Jle
e S, s g o(Syajarul,2016:63) 5 _iadl) IS 5l agd el dpulia puSe
Amiiie A g lagall Mea) ) clal 5u¥) 5 < jabiall (e daidie dad) G 50 ALl
8 —ilia e sy L 28 (Aia ) A leally Al il slladll 5 la s gall (s
3 (HuNg,1992) s LS5 ¢S 301 HY sall i o o & iliills (Tabak, 2006:4)
sasiall Y Sl b sl S 8 Allea ) LY (0 (%10)- Wiad 5o jilud Cunns
LY sl A LA Y 5 4 2008 ale cual due SUaiul 4 )3 35 <1980 ple 4S5 YY)
ol s iy i S5 5aY) SN e (%45) e STl i 2K el 3asall
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Dl (e iyl jled Les 553 0V AW Ol ¢Sy «(Hu & Du,2012:137-140)
) JSall (38 5 agu)

g 4
A o Gipall jrw @l s il

ih

A g0 cililes @fd @il 1 Llaa cililes @)d @S &

) ol o Gl e il (1) Jeid)
Source: Fauziah & Moeljadi & Kusuma, Ratnawati, (2015), Dynamic Relationship
Between Exchange Rates and Stock Prices In Asia, 2009-2013, Journal
Of Economics, Finance & Accounting-Jefa, Vol. 2 (1), PP:127.

e s (Branson & Frankel) o JS () d kil o3 3 pa3 ;ddaiaal) ¢y ) 95 Ay i o
Db () a1 el (e Baiaall i) A8 A Hhail) o2 ia et cagaailly 1983
Gab (e o ddadadl) O (b & kil o3 jlail 5 5 (Syajarul,2016:63) <o sl
3 caguad) sl 8l ) Aami A LAY dlaal) culdiad) 5 Jalal) iatY) el (el i
Dl 333 a8 ey Ul s e allall 30l () (550 agas) lasY gacLaill slasV) ()
Alaall Alaall o g i) oy s AuiaY) J)ga¥) (g3 Gn 2 al) ida ) (535 Laa 32501
@ a5l e ) e QU Las gl ala 555 (e Qi ags) el Galisil Laiy
alda) a5 (e g i) BN Sla Galissl ) g e 3 el pmdas e Jexy
AL (31 ) Sl gLyl of (s a0 5 )Ly s «(Siileyman,et.al., 2014) Aleal) iod
&LALAAUA@.A‘\J\ i g gall &jﬁi%&&bﬁy o) 3l el c;.&;u dialaall
(Al-Shogeathri, suaall dddaall L) G155V o)yl dlasdlee e J panll 4y jlaiinY)
Al ddeall G ye s Adad) daal) e llall 3 gl ) ) (5250 Leae <2011:86)
Apria ¥ Alaal) dad 3 (alasil Loagl s dlaal) Alaad) da o) a3 o g ¢ oinY) o paall (5 s
.(Anlas,2012:34-45)
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¢Aoad gial) Al ) Coyall laad (uat Ay jlad) Capeall laad o) elad e Ll 31 5Y)

) GY (ageu) Bl sl (83 jiseal) @l (e Calia Ailiie ol gay 0 5 Y1 o2 (Ol

Y a8 ellay g daling Jal gayde shae () 5S538 agn) el 5 ia¥) Capall el 8 ALl

Sass «(Abbas,2010:1-2) pen¥) (s o i s o aall Jlaad G dadl ) (s i (58
(V) JSN Gy o peall s e aeu) Jland Al mua

i pal) g e ?q—ul‘ﬁ Sl G (Y) Js&d)
Source: Fauziah & Moeljadi & Kusuma, Ratnawati, (2015), Dynamic Relationship
Between Exchange Rates and Stock Prices In Asia, 2009-2013, Journal of
Economics, Finance & Accounting, Vol.2 (1), PP:128.
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OY Gl zalailly 5 (s siwally LS 52 (YeX) o SIS i 3 Judld) ¢l yuiia () poas sl
On aal 4 guadl tAad O (%1 %5 %10) ey sixall s sise (e ST (PLvalue) desd
il J Y1 5a0 38T amy g san gl Hia e g sia Julall Gl Gl &3 (e g A saall t dad
g B a5 o ey olad) Sy Sl asy) (%1 %5 «%10) A sine (5 gie die JuSud) &l
¢(0.000) <S¢ yusiall S (P Value) dad Y ¢ ey slail g ol an Sas ¢ ol
Y e 1 Judld) o e L ) sand) tAad (e oS S A gl A () o Sad
A i g (1) Jsaalls das gl s e (g 5ias
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gusall ADF JLE8) 5 g Ak 30 Juudbead) &y ) ) (1) Js2ad)

PN 4ilaa) .
P Yaliets A= s Sonally gaasal) ADF )
0.7401 | 09974 | -1.0361 | 1.0997 Sl Gy ol
0.1136 | 0.7284 | -3.0819 | -1.7426 Sl el
0.9790 | 09992 | -L.7131 | 2.9390 e ol ol = 5
P Value 4a t il g s
s 3 . n IS G sl ADF )
0.000 | 0000 | 433599 | .12.3756 e oladl sy i an
0.000 | 0000 | 433339 | 125052 i ol il
0000 1 0000 | 131949 | -12.0478 | e sbatlscuttan o5

Eviews10 zebi_n Sla jia e Talade) Salll dlae) e J gaal) 1 jaal)

'PP LI (889 duia 3l Jeadleal) 4 ) E0d ¥

o sl A8l 52 (YeX) o dST e 311 JuBlad) il yiadia () (2) sl (e gy
OV WS (%1 %5 «%10) die & ginall (5 siaa o ST (Pivalue) dad (Y G #ilailly g
dangll i o (g iat Juadlall el la o5 (g Al paal) {dad (e aal 4 gusall £ dad
il ang) (%1 %5 «%10) A sine (5 siase e Jusdlad) @l <yl J Y1 5 d) 34T ey
S P.Value Gad oY «(ta ) oladl s il om Slg e olatl s <l amy g e ol Dl
in Lae ¢ gaall tAad (e ST CulS A unall £ A () e Slad (0.000) Sy juaial)
IS e g (2) saalls i gl Jia e (5t Y Aa 3l Sl ¢

PP LA (3 g dgia 1 Jedlaadl &y ) il (2) Js2a

P Value 4«8 t 4las) : s
07249 | 09990 | -1.0764 | 1.4102 e 2 55 a6 o
0.0730 | 07529 | -3.2782 | -1.6884 e ey ol =
09770 | 0.9999 | 16705 | 3.4749 e s ol s 5

P Value 4«8 t Al Gk it

Y % v % Jo¥t @l ADF Ldd)
0000 1 0000 | 133770 | -12.3010 | e eled sy calian
0000 1 0000 | 133417 | -12.5489 JOSRICPICHLIN
0.000 | 0000 | 431955 | _11.0478 e ol 5 ulf aa sy
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Akaike Inforrmation Criteria (top 20 models)
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Eviews 10 gt n Sl jis e Talaie] Gali) dhae ) e JSEI 3 jaal)

D) ) niall Ay il 5o (1) (A il eUagY s 5 o (1) JSE) (e ey
(Information sl G 5 g (o yuall jau) Jitadll joniall dpsilly sas) 5 da j2 g (agnsY)
A 81 Ll Gl eUagy) i e slaie WL B eUadYl) 35 aass o3 AKaiike)
13 gaad) meda LA €

o pall jlaad Euadl) il yuaia G JaY AL ga A8e 2 4a g s e @SS Jaf o
e Leilie a8 (e g oF Aadd laiial (33 5k (e 3 538l mgia JUA aladil) o cagu) lad
s s Al (F) slas) oY kil o(Pesaran,et.al.,2001) Js (e duuiaal) 43 gaall Lgiagd
(VE YV s als (oxill) tlas G sa (il Leld 131 (5 jlma
e A )l e (sl (5 sl (5 e ial) < i JS G (i85 ) 3 A0 aad) Aad

1(0)
A0 (e gl sV Al die 5 e Candl & e JS () i 1 2 oY) sl dad
A1)

e Auinall F e 45 5l6e (33 5k ga ¥ o1 Ja¥1 Al sk Ao 25a 5 s e pSall ol
€13 Ll ¢1(0) s 35,51 e Canll @l yarie S Jla 8 V) aall 4] aal) Lt
e A8l (e aSall a1 (1) (Y Al e sl Y1 5l e B e duadl < ki
DAY il g (V) sl e AoV aall A sanl) (F) Bad o sl (F) &t
a9aad) Juid) il (3) Jgaad)

Test Statistic Value K
F.Statistic 8.7046 1
Critical Value Bonds
Significance ) aad) s aal)
10% 3.02 3.61
5% 3.62 4,303
2.5% 4.18 4,79
1% 4.94 5.917
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53 (F) dad (e ST a5 (8.7046) <ilS dpwsinall (F) 408 o) (3) Jsaall 0o
AL paall daa b b i Las (%1 €%2.5 %5 <%10) & sina (5 sive vie Llall 3 gaall
Al dm 6l Jsd g cagn) Sl () Copeall jras o anii JaY) Al sh A83le 2 5a 5 a2
'VEC Wil maiai dalrag ARDL glsal cilalea paii o

ilabea slagl OY) & eiad) &l paie Ga JaY) Ay sl 43 ) 55 48e 35a 5 (g KU 2ay
Ot () Jsaadl s da¥) Al sha 483l JS5 apaa 5 Jal1 3 jpal ABR) a5 & jidiall JalSill

ARDL 354 (ko il

ARDL g3sal Ggaba il (4) Jgaad
Dependent, Variable: LY
Method: ARDL
Date: 01/15/21 Time: 10:35
Sample, (adjusted,): 2005M07 2020M12
Included, observations: 186 after, adjustments
Maximum, dependent, lags: 6 (Automatic selection)
Model selection, method: Akaike info, criterion (AIC)
Dynamic, regressors (6 lags, automatic): LX
Fixed, regressors: C
Number of models evalulated: 42
Selected Model: ARDL(6, 1)
Variable Coefficient Std. Error t-Statistic ~ Prob.*
LY(-1) 0.916745 0.062909 1457245  0.0000
LY(-2) 0.105547 0.087521 1.205960  0.2294
LY(-3) -0.069480 0.087355 -0.795380  0.4275
LY(-4) -0.032906 0.087648 -0.375434  0.7078
LY(-5) 0.210330 0.087223 2.411406  0.0169
LY(-6) -0.198436 0.062083 -3.196304  0.0016
LX -0.828922 0.104365 -7.942494  0.0000
LX(-1) 0.886780 0.104211 8.509465  0.0000
C 0.408777 0.123326 3.314604  0.0011
R-squared 0.87 87,20 Mean dependent var 6.489051
Adjusted R-squared  0.87 77,58 S.D. dependent var 0.415792
S.E. of regression 0.062011 Akaike info criterion -2.675846
Sum squared resid 0.680621 Schwarz criterion -2.519761
Log likelihood 257.8537 Hannan-Quinn criter. -2.612594
F-statistic 1017.562 Durbin-Watson stat 2.065588

Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model selection.
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AV @l el il ad G pall e (g il poriall () Jsaadl B sk (e oy
LU 5 (F) A A0V (5 simn 73 5l (5 cagmn) jlaad il ol e 4 sina
wiaf Lo asdy o sl jras Of (im Laa ¢(0.87) Janall (R%) cie cuzly LS (0,00000)
ain ol 5 AT G jusia ) 3 ga% ALeSall Al 5 agu) Jland (A aaad ) @ sl (e (%78)
AdYa iy Hiliagay e it Gl Gl A j U (S Gan Lo Gas e dsal) i Lead )
o) e e i pall il 4 gias
;&ﬂ\@mﬂh&a\gd@‘i\ Bmad g JaY) AL gl A8Mal) il 1
o) e ol JS i o peall s (LX) sl O 5Y1(0) dsaad) e iy
Aad aals LaS ¢(-0.828922) ralaall A iy 3 ¢ sl SV (4 ) s (LY)
o gmall s 8305 O (g Lae ((%5) BRI 5 &y sinall Aonsi (g0 BB (85 (0.0013) Al
Jla (8 A8 028 a5 (%0.82) Llaier agul) bl (il ) 5359 (%1) i
DY ol Jaa 48 53l 3 plll oy s g LaS 58 ¢ priaill Baaa ClS Al cilatic dplle CuilS
allall (il ) (5250 Laa c0pn LA Slgianall dually o Me ST 5ot cilavinall elli Jasy
Lash Lol clgagud da (alisil (505 Lae S il @l o+ 1 (i) Q3 (g g ccilaiall @5 e
s Gl ja (LX) someiil) suriall () Jpaall (e it Ja¥) AL gl A8 ady
LS ¢(0.84834) dudaal) dadd aily 3} cpeasd) o (LY) adinall aiiall o ) IS5
OV 58l (S o s ¢(%05) Aadll 4 sinall dai e ST 085 (0.0000) Allaia¥) dad sl
OSars «(%0.8483) Jlrie aen¥ Jland 8315 () (253 (%1) Lhrier Gl jau gl
(LY (-1))Y Ul mom ot Jualoa B (1 ity LaS il 2 il L) (3 GlI3 58
At (e 31 (025 (0.0013) sl 28 A0V dad Lal ¢(-0,0682) aal 3) el il
pemn¥) el 5 G pall jra o Ja¥1 AL sl 283D () ) ey Lea (%5) Aall) 5 4 sinal
Sl a5y (5) Jsandl s canl s sed (pa ST W 85 5 8 Ja¥) 5 jal 483l eladl] anas
Uail) ranact dalaa g Jal) 3 yuad g Ja¥) AL gha A83al) (5) Jgaall
ARDL Long Run Form and Bounds Test
Dependent Variable: D(LY)
Selected Model: ARDL(6, 1)
Case 2: Restricted, Constant and No Trend
Date: 01/15/21 Time: 10:11
Sample: 2005M01 2020M12
Included observations: 186

Conditional Error Correction Regression

Variable Coefficient Std. Error  t-Statistic Prob.
C 0.408777 0.123326 3.314604  0.0011
LY(-1)* -0.068201 0.020798 -3.279183 0.0013
LX(-1) 0.057858 0.015837 3.653253 0.0003
D(LY(-1)) -0.015054 0.062699 -0.240107 0.8105
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D(LY(-2)) 0.090493 0.062353  1.451303  0.1485
D(LY(-3)) 0.021013 0.062353  0.336994  0.7365
D(LY(-4)) -0.011893 0.062208  -0.191189  0.8486
D(LY(-5)) 0.198436 0.062083  3.196304  0.0016

D(LX) -0.828922 0.104365  -7.942494  0.0000

* p-value incompatible with t-Bounds distribution.

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error  t-Statistic Prob.
LX 0.848348 0.139799 6.068341 0.0000
C 5.993742 0.128171 46.76358 0.0000

EC =LY -(0.8483*LX +5.9937)

Eviews 10 Slaa¥) mali ) dilas jha e Teliy Salid) dlae] e J g2l 1 jaaal)
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o3 e J31 Ll y s (585 0l 58 350 0585 Y Ol e gmall 5l 3 sl eladl] i
A a3l Gl LAY &) s
s UdY) G A DL Y ase Lsd) |

(emaball Bl 3 il Sy g e L8] Gl e o) 134 (e (3BT 5
Aflial dadly 5 (1.843141) sl Apiind) (F) 4add U (6) sl (50 a3 3) «(BGLM)
8l (o L 51 3 g g ooy AL paal) A 5 i 1361 (0.1614)
:ARCH &g pial) o) i aas JLddl @

ddin) (5 s 2ie (0.551542) carly 38 (F) dflss) ded (U (6) Jsand) (e Jaadls
(o sall Ll s ol i (e gl (A paall By 8 J 58 (i Les (0.4586)
Al 3 gl
:JB 4l pdall pUaA (anhal) sl JLER) &

Les ¢(0.115144) s siase 2ie (6.53967) aals 43 X 4a 0 (6) Jsaall (e iy
(a5 sl i Bl o e

3al) 23 gall) B3 g Apa Al il AR (6) Jgaadl

JB ARCH BGLM J-EAY)
X%=6.53967 F=0.551542 F=1.843141
(0.115144) (0.4586) (0.1614)
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e (X)) IV il oy aguad) lad () AU puriiall (e A83all (i Lo Lol ¢ agus)
A g ST o205 (0.0642) iy a3 (P Value) ded oY 4 sina ye & jeks 28 (i puall
[T )_Adj‘ e cL;EL_i e@.u‘}” )Lzui Y 4_\.\4“'.““ PEPIS A el ‘;4&3 s ‘(005) ‘\-’du‘ 2"“}""‘“

A a5 (7) Jsandls

) il g il el G Apsaad) 4832} (7) Jgaad)
Pairwise Granger Causality Tests
Date: 01/18/21 Time: 01:03
Sample: 2005M01 2020M12

Lags: 2
Null Hypothesis: Obs F-Statistic Prob.
LX does not Granger Cause LY 190  5.24090 0.0061
LY does not Granger Cause LX 2.78658 0.0642
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