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fixedEffects Estimation Summary1
Dep. Variable: stock, R-squared: 0.0754, Estimator: PanelARDL
R-squared (Between)*: 0.5625, No. Observations: 2172 , R-squared (Within)®: 0.0762
R-squared (Overall)*: 0.2706, Log-likelihood: -3.061e+04
Entities: 32, F-statistic: 10.483, P-value: 0.00, Distribution: F(16,2057)
Time periods: 68, F-statistic (robust): 10.483, P-value:0.00, Distribution: F(16,2057)
Parameter Estimates
Parameter Std. Err.  T-stat P-value Lower CI Upper CI

stock lagl 0.1016 0.0219 4.6366 0.0000 0.0586  0.1446
stock lag2 0.0785 0.0219 3.5886 0.0003  0.0356  0.1214
stock lag3 0.0601 0.0217 2.7678 0.0057  0.0175  0.1028
stock lag4 0.0548 0.0214 2.5558 0.0107 0.0128  0.0969
gdp lagl 3050.4 27934 1.0920 0.2750 -2427.9  8528.7
gdp_lag2 29.759 3502.3 0.0085 0.9932 -6838.7 6898.3
gdp lag3 -61.521 3501.9 -0.0176 0.9860 -6929.2  6806.2
gdp lag4 3165.2 27904 1.1343 0.2568 -2307.0 8637.4

interest lagl  -4731.5 3416.6  -1.3848 0.1663 -1.143e+04  1968.9
interest lag2  1433.8 40952 03501 0.7263 -6597.2  9464.9
interest lag3  -2713.7 4094.0 -0.6629 0.5075 -1.074e+04  5315.0
interest lagd  4854.3 3285.7 14774 0.1397 -1589.3 1.13e+04
inflation lagl  3767.5 1356.3 27777 0.0055 1107.6  6427.4
inflation lag2 -944.79 1958.9 -0.4823 0.6296 -4786.4  2896.9
inflation lag3  503.72 1958.7 0.2572  0.7971 -3337.6  4345.1
inflation lagd -292.65 1297.8 -0.2255 0.8216 -2837.7 22524
const 1.683e+04 1.155e+04 1.4567 0.1453  -5826.3 3.948e+04
F-test for Poolability®: 3.3458, P-value: 0.00, Distribution: F(98,2057)
Included effects: Entity, Time
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RandomEffects Estimation Summary
Dep. Variable: stock, R-squared: 0.3866, Estimator: PaneclARDL
R-squared (Between)': 0.9277, No. Observations: 2172 , R-squared (Within)*: 0.0263
R-squared (Overall)’: 0.3866, Log-likelihood: -3.076e+04
Entities: 32, F-statistic: 10.483, P-value: 0.00, Distribution: F(20,2151)
Time periods: 68, F-statistic (robust)4: 67.782, P-value:0.00, Distribution: F(20,2151)
Parameter Estimates
Par ter Std. Err. T-stat P-value Lower CI Upper CI

stock lagl 0.2155 0.0214 10.069 0.0000  0.1735  0.2574

stock lag2 0.1841 0.0216 8.5067 0.0000 0.1416  0.2265

stock lag3 0.1553  0.0216 7.1748 0.0000 0.1129  0.1978

stock lag4 0.1436  0.0213  6.7516  0.0000  0.1019  0.1854

1568.7 gpr lagl 1081.2  248.59 43492 0.0000  593.67

gpr_lag2 -261.01  305.93 -0.8532  0.3937 -860.95  338.94

gpr lag3 -341.04  306.57 -1.1124 0.2661 -942.25  260.17

gpr lagd -419.65 250.28 -1.6768 0.0937 91046 71.157

gdp_lagl 77539 2249.6 03447 0.7304 -3636.2  5187.0
gdp lag2 -418.77 278577 -0.1503 0.8805 -5881.7  5044.2
gdp lag3 -975.10  2781.6  -0.3506  0.7260 -6429.9  4479.7
gdp_lagd 1699.7 22469 0.7565 0.4494 -2706.6  6106.0
interest lagl  304.63 3319.5 0.0918 0.9269 -6205.1 68144
interest lag2  2173.3  4191.7 0.5185 0.6042 -6046.8 1.039¢+04
interest lag3  -2807.9 4191.7 -0.6699 0.5030 -1.103e+04 5412.3
interest lagd 54119 3327.0 1.6267 0.1040 -1112.6 1.194e+04
inflation lagl 4414.4 13232 3.3362 0.0009  1819.6  7009.1
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Abstract

This study analyzes the impact of geopolitical risk on the capital market using the Panel
ARDL model in selected countries. Specifically, the short-term and long-term effects of
independent variables, including interest rates, GDP growth, inflation, and geopolitical risk
(GPR), on capital market indices were examined. The results from the ARDL model indicate
that in the short term, interest rates do not have a significant effect on the capital market.
However, in the long term, an increase in interest rates significantly reduces asset values and
decreases demand for the stock market. On the other hand, GDP growth positively affects
the capital market in both the short and long term, with higher economic growth enhancing
stock values and increasing investor confidence. Inflation has a positive and significant effect
on the capital market in the short term, and its long-term impact is even stronger, significantly
influencing financial indices. Regarding geopolitical risk, the findings reveal that this factor
negatively and significantly impacts the capital market in the short term, especially during
periods of political and economic tensions. In the long term, geopolitical changes reduce
investor confidence and increase market volatility. This study is particularly valuable for
policymakers and investors seeking to assess the combined effects of geopolitical risk and
inflation on financial markets.

Keywords: Geopolitical Risk, Capital Market, Panel ARDL Model, Interest Rates, GDP
Growth
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