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This study has given a focus on the forecasting ability of stock market
return for real GDP using stock market indicators. The forecasting
ability of various financial variables particularly stock market variables
for real economic activity is highly important since it signals whether
policy makers should respond to changes in stock market returns. The
present study is limited to the ASEAN-5 countries, as they are closely
integrated and in addition it is the region that deserves more attention.
In the analysis, a comparison is made between stock returns and other
potential predictive variables in their ability to predict future variation
in GDP. These potential predictive variables include interest rate,
exchange rate, money supply and US GDP. From many forecasting
methods, the out-of-sample rolling regression has been adopted to
examine the forecasts over 1-, 2-, 4-, and 8-quaters ahead. Eveiws 7.0™

was employed for running the simulation and obtaining the results. The



results showed that the stock returns serve as the best predictor, as it
improves the forecast accuracy by up to 44%, meaning that there is a 44%
reduction in the forecasting error, for the case of 2-quarter ahead GDP
growth forecast in Malaysia. In addition, stock returns played as
important role in GDP forecast for Singapore as it reduce the forecast
error at most by 38%, Thailand by 18% and Indonesia by 7% in the 1-
quarter ahead forecast, while the Philippines getting 8% forecast error

reduction in the 4 quarter-ahead forecast.
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Kajian ini memberi fokus kepada keupayaan unjuran dari pulangan
pasaran saham untuk KDNK Benar dengan menggunakan penunjuk
pasaran saham. Keupayaan unjuran daripada pelbagai pemboleh ubah
kewangan terutamanya pembolehubah pasaran saham bagi aktiviti
ekonomi sebenar adalah amat penting kerana ia menandakan sama ada
penggubal dasar perlu bertindak balas terhadap perubahan atas pulangan
pasaran saham. Kajian ini adalah terhad kepada negara-negara ASEAN-5,
kerana mereka berkait rapat dan ianya juga adalah rantau yang layak
diberi lebih perhatian. Dalam analisis, perbandingan dibuat di antara
pulangan saham dan juga potensi pembolehubah ramalan yang lain yang
berupaya meramalkan perubahan KDNK masa depan. Pembolehubah
ramalan potensi ini termasuk kadar faedah, kadar pertukaran asing,
bekalan wang dan KDNK Amerika Syarikat. Di kalangan banyak kaedah

unjuran, regresi beralun luar-sampel telah diterima pakai untuk



memeriksa unjuran atas 1-, 2-, 4-, dan 8-suku tahun hadapan. Eveiws
7.0™ telah digunapakai untuk menjalankan simulasi dan mendapatkan
keputusan. Hasil kajian menunjukkan pulangan saham bertindak sebagai
peramal yang terbaik. lanya mampu meningkatkan ketepatan unjuran
sehingga 44%, iaitu pengurangan 44% ralat unjuran atas ramalan
pertumbuham KDNK 2-suku kehadapan dalam kes Malaysia. Tambahan
pula, pulangan saham ialah pemboleh ubah yang penting untuk
meramalkam KDNK Singapura, sebab ianya mampu mengurangkan ralat
unjuran sebanyak 38%, Thailand dengan 18% and Indonesia 7% dalam
ramalan 1-suku kehadapan. Filipina dapat 8% pengurangan ralat unjuran

dalam ramalan 4-suku kehadapan.
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