
Illinois Wesleyan University 

Digital Commons @ IWU Digital Commons @ IWU 

John Wesley Powell Student Research 
Conference 2007, 18th Annual JWP Conference 

Apr 14th, 2:35 PM - 3:35 PM 

Analyzing the Relationship Between Change in Money Supply and Analyzing the Relationship Between Change in Money Supply and 

Stock Market Prices Stock Market Prices 

Biniv Maskay, '07 
Illinois Wesleyan University 

Margaret Chapman, Faculty Advisor 
Illinois Wesleyan University 

Follow this and additional works at: https://digitalcommons.iwu.edu/jwprc 

Maskay, '07, Biniv and Chapman, Faculty Advisor, Margaret, "Analyzing the Relationship 
Between Change in Money Supply and Stock Market Prices" (2007). John Wesley Powell 
Student Research Conference. 30. 
https://digitalcommons.iwu.edu/jwprc/2007/posters2/30 

This Event is protected by copyright and/or related rights. It has been brought to you by Digital 
Commons @ IWU with permission from the rights-holder(s). You are free to use this material in any 
way that is permitted by the copyright and related rights legislation that applies to your use. For 
other uses you need to obtain permission from the rights-holder(s) directly, unless additional rights 
are indicated by a Creative Commons license in the record and/ or on the work itself. This material 
has been accepted for inclusion by faculty at Illinois Wesleyan University. For more information, 
please contact digitalcommons@iwu.edu. 
©Copyright is owned by the author of this document. 

http://www.iwu.edu/
http://www.iwu.edu/
https://digitalcommons.iwu.edu/
https://digitalcommons.iwu.edu/jwprc
https://digitalcommons.iwu.edu/jwprc
https://digitalcommons.iwu.edu/jwprc/2007
https://digitalcommons.iwu.edu/jwprc?utm_source=digitalcommons.iwu.edu%2Fjwprc%2F2007%2Fposters2%2F30&utm_medium=PDF&utm_campaign=PDFCoverPages
https://digitalcommons.iwu.edu/jwprc/2007/posters2/30?utm_source=digitalcommons.iwu.edu%2Fjwprc%2F2007%2Fposters2%2F30&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:digitalcommons@iwu.edu


THE JOHN WESLEY POWELL S TUDEN T RESEARCH CONFERENCE - APRIL 2007 

Poster Presentation P56 

ANALYZING THE RELATIONSHIP BETWEEN CHANGE IN MONEY SUPPLY 

AND STOCK MARKET PRICES 

Biniv Maskay and Margaret Chapman* 
Economics Department, Illinois Wesleyan University 

This paper examines the relationship between change in the money supply and stock prices. This 
paper also dichotomizes change in the money supply into anticipated and unanticipated change 
and analyzes each of their relationships with stock market prices. Competing theories exist on 
how change in the money supply affects stock prices. The Keynesian economists argue that 
change in the money supply and stock prices are positively related, where as the real activity 
theorists argue otherwise. This study finds a positive relationship between change in the money 
supply and stock prices, agreeing with the Keynesian economists. Economists also debate on the 
relationship of anticipated and unanticipated change in money supply with the stock market 
prices. The proponents of Efficient Market hypothesis (EMH) argue that anticipated change in 
money supply would not have a significant impact on stock prices and only unanticipated change 
in the money supply would matter, whereas the opponents of EMH argue that anticipated change 
in money would matter too in determining the stock prices. This paper finds that anticipated 
change in money supply matter more than unanticipated change, concluding that EMH does not 
persist. 
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