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Abstract 
 

The upswing in economic growth and stock markets has been stronger 
since the financial crisis of 2008.  Global growth was projected to reach 3.9 
percent in 2018 and 2019 by World Economic Outlook (WEO) and by 
International Monetary Fund (IMF).  IMF’s 2018 growth forecast for the  U.S. 
growth is 2.9 percent. Growth projections have been revised down for the 
Eurozone area and the United Kingdom, reflecting negative surprises to 
activity in early 2018.The Eurozone’s economy continued its slow-motion in 
September, as exports suffered from a drop off in global demand and 
uncertainty about trade policies between the U.S. and other countries. This  
paper investigates dynamic linkages between economic growths and stock  
markets of  the U.S and the Eurozone countries using the quarterly data 
from 2010Q1  to 2019Q2. The market indexes are S&P 500 for the U.S,   
DAX 30 for Germany, CAC 40 for France, and  FTSE 100 for U.K. Stock 
while STOXX 600 Index is used for the equity markets of the  17 Eurozone 
economies. Indices. All indexes are collected from the Bloomberg Financial 
Database. The GDP growth rate of the U.S. is collected from the  Bureau of 
Economic Analysis and the GDP growth  for the European economies  is 
collected from the  World Economic Indicators of the World Bank.   
 
The econometric models are estimated applying the most recent version of 
Econometric software (EViews 11). The descriptive statistics including the 
Jarque-Bera  (J-B) test test  for both S&P 500 and the European indexes 
show non-normal and skewed distributions with fat tails.  Correlation 
analysis shows  a very poor correlation between the GDP  of U.S.  and the 
S&P 500 index. Augmented Dicky Fuller  (ADF) test indicates nonstationary 
in level series and   stationary in  first differences. Applying Johansen 
Cointegration tests this study finds that GDP growths and  stock indexses of 
these countries have long-run (equilibrium) relationship. Applying the 
Granger-causality test with  4-quarter-lag, a strong unidirectional causality 
has been detected  from  the EU economic growth to FTSE 100, DAX 30, 
CAC 40 and STOXX 600.  No  causality has been found  from the U.S GDP 
growth to  the U.S stock market, indicating that the U.S  stock market has 
not been driven by economic fundamentals. 
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