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Abstract/Executive Summary

To provide students practice of project workings and an opportunity for the evolution of students’ academic knowledge, Project is mandatory. I have analyzed a better balance among concept and hypothesis tests to complete this project.
The goal of this project is to obtain knowledge about the connection of fiscal policy and stock market efficiency in Bangladesh. Secondary data is used for preparing this project.
In the 1st chapter, I have discussed the introductory part which indicates about stock market, underlying factors affecting the stock market, fiscal policy, problems regarding the project and objective of the study. In Chapter Two, I have discussed “Review of the Literature” where I talked about overview of stock market in Bangladesh, 10-year scenario previews, most dominant sector of Bangladesh stock market and performance indicator of Bangladesh stock market. In the third chapter, I have discussed literature survey of 50 articles which is based on fiscal policy and stock market efficiency relationship natures in different countries. I have analyzed the literature survey both in descriptive and summary form. The remaining chapter consisted of conclusion and reference.
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[bookmark: _Toc19102805][bookmark: _Toc57420502]CHAPTER I: INTRODUCTION
[bookmark: _Toc19102806][bookmark: _Toc57420503]Background of the study

Stock market efficiency alludes to how much market costs replicates all accessible, pertinent data. In the event that markets are effective, at that point all data is now fused into costs, thus it is extremely unlikely to "beat" the market in light of the fact that there are no underestimated or exaggerated protections accessible. A really efficient market takes out the chance of beating the market, on the grounds that any data accessible to any broker is as of now fused into the market cost. As the quality and measure of data expands, the market turns out to be more productive decreasing open doors for exchange or more market returns. At its center, market efficiency is the capacity of business sectors to integrate data that gives the most extreme measure of occasions to buyers and dealers of securities to impact exchanges without expanding exchange cost. Three degrees of market efficiency exist. The weak form of market efficiency is that in the estimation of future prices, past price fluctuations are not useful. If all available relevant information is included in the current prices, then any relevant information that can be retrieved from previous prices is already included in the current prices. Therefore, potential price increases can only be the result of the availability of new information. A semi-strong type of market efficiency implies that markets are rapidly modified to absorb new public knowledge so that by trading the new information, an investor does not profit from the market over and above the market. This means that neither a technical analysis nor a fundamental analysis will be a reliable strategy for achieving higher returns, because any information collected through a fundamental analysis is already available and is thus already included in current prices. In order to achieve an advantage in trade, only private knowledge inaccessible to the market at large would be valuable and only for those who have the knowledge before the rest of the market does. The strong form of market efficiency suggests that market prices represent both public and private knowledge, building on the weak form and the semi-strong form and combining them. Given the fact that all information (public as well as private) is expressed in stock prices, no investor, even a corporate insider, will be able to complain.


[bookmark: _Toc57420504]Underlying factors that impact the stock market

Economic expansion:    Since there will be more demand for products and services, higher economic growth or improved expectations for growth will help businesses be more profitable. This would help raise dividends for companies and therefore share prices.
Rates of interest: For two factors, lower interest rates will render shares more attractive. Lower interest rates help fuel economic growth, making businesses more lucrative. Lower interest rates often make stocks comparatively more appealing than saving money or holding bonds in a bank. If bond yields decline, investors will be persuaded to turn to shares that offer a relatively better dividend.
Stability: Shocks that could endanger economic stability and potential growth are hated by stock markets. Therefore, reports of terrorist attacks or spikes in the price of oil will begin to decrease. Political uncertainty would also be hated, which can make it difficult to implement strong economic policies.
Confidence and hopes:  The mood of investors is a crucial factor. They are more likely to purchase shares if they receive economic news that offers hope. If they get bad news, they'll sell it. This is why stock markets will start rising in the depths of a recession. Investors often try to forecast the future. Therefore, if they believe the worst is over, even though economic fundamentals remain weak, the stock market will rally.
Impact Bandwagon:  The stock market appears to be over-reacting to such incidents at times. For instance, very little bad news caused the stock market to drop 25 percent in 1987. Even now, the explanation why the stock market dropped so much remains a little mystery. There was no economic problem. Actually: the stock market quickly regained its lost ground. Part of the problem is that the mood is accompanied by individuals. People can feel the need to follow suit and get out of the market when prices fall.
Markets in relation: Investors also have options. They might, for instance, purchase government bonds or commodities rather than invest in the stock market. If investors believe that government bonds are overpriced and are likely to fall, then when individuals switch into shares, the stock market will benefit.
Ratios of prices to profits: Some investors and economists, such as Robert Shiller, believe their price to earnings ratios are the best guide to the long-term success of shares. If share prices increase dramatically above historical averages, this is an indication that shares are being overvalued at some stage in the future and are due to be corrected.

[bookmark: _Toc57420505]Motivation
In this project we aren’t focusing on all the factors that influence stock market efficiency. Rather, we are only focusing on only one factor which is the relationship between fiscal policy and stock market.

[bookmark: _Toc57420506]Fiscal policy

In order to control and influence the economy of a country, fiscal policy is the means by which a government changes its expenditure levels and tax rates. It is the sister monetary policy approach by which a central bank impacts the money supply of a country. These two policies are used to guide the economic objectives of a country in different combinations. Here's a look at how fiscal policy operates, how it needs to be controlled, and how various individuals in an economy can be influenced by its implementation. It is the sister monetary policy approach by which a central bank impacts the money supply of a country. Governments can regulate economic phenomena using a combination of monetary and fiscal policies. The government's approach to the economy was laissez-faire until the Great Depression, which lasted from October 29, 1929, until the start of America's entry into World War II. Following World War II, it was decided that to control unemployment, business cycles, inflation, and the cost of money, the government had to take a constructive role in the economy. Governments can regulate economic phenomena by using a combination of monetary and fiscal policies (depending on the political orientations and ideologies of those in power at a particular time, one policy can prevail over another).
Fiscal policy is based on the ideas of John Maynard Keynes, a British economist. Also known as Keynesian economics, this theory essentially states that by increasing or decreasing tax levels and public expenditure, governments will affect macroeconomic productivity levels. In exchange, this effect curbs inflation (usually considered to be stable when between 2% and 3%), raises wages, and retains a stable money value. When managing the economy of a country, fiscal policy plays a very important role. For example, in 2012, many feared that the fiscal cliff would send the U.S. economy back into recession, with a simultaneous rise in tax rates and decreases in government spending expected to take effect in January 2013. This question was avoided by the U.S. Congress by passing the 2012 American Taxpayer Relief Act on Jan. 1, 2013.

[bookmark: _Toc19102807][bookmark: _Toc57420507]Statement of the Problem

I need to do this research since I can discover from this observational exploration that in numerous nations, we can see the connection between monetary approach and financial exchange effectiveness. Indeed, even in our neighbor nations we can see the impact. Be that as it may, in South Asia nation Bangladesh based no Fiscal arrangement research have been used. Along these lines, from this scheme I need to see that how this issue influences Bangladesh securities exchange.
From Bangladesh 's point of view, I think there is no substantial relationship between the instruments of fiscal policy and the stock market. One of the factors behind this could be the country's shallow and small economy. However, in the case of an effective stock market, policy announcements are likely to have a substantial effect on the stock market. Generally, prices respond instantly to new knowledge in an efficient market. According to market efficiency theory, the market for stale information is informationally inefficient. When a market anticipates an announcement to be forthcoming, in the case of a monetary policy system, it should certainly respond to the unexpected aspect of the monetary policy shock. Furthermore, for both stock market investors and central bankers, the nature of such a partnership has significant consequences. For example, the former concerns the broader issue of stock price determination and portfolio formation, while the latter may be interested in knowing whether monetary policy actions are being transmitted through the financial market. Theoretically, the influence of the monetary policy system on the stock price is severe, as we all know that the central bank can have a profound effect on the stock market by altering the discount rate of the central bank. Many of the earlier studies performed in a number of countries have already shown the presence of such sensitivity and have also shown how useful this can be for countries. In order to reap the gains, several countries have already introduced a new economic paradigm that can have a positive effect on the stock market. For example, explicit inflation targeting practiced by the United Kingdom, Sweden, and Canada or implicit targeting where there are no formal targets set by the United States. Moreover, the value of sound business growth cannot be undermined for developing or emerging countries such as Bangladesh. In order to make the market less volatile, the country's financial markets should have more skilled professionals who can track the monetary policy process. Likewise, more individuals from both administrative body and securities exchange ought to have engaged with doing investigate on the affectability of financial exchange regarding money related approach. The administrative body should settle on choices in regards to financial approach in an anticipated way, with giving satisfactory clarification to the speculators. They should make data applicable for protections accessible to the securities exchange members and furthermore ensure the straightforwardness and responsibility of review report. Besides, money related specialists should practice restriction in the utilization of strategy instruments aimlessly, in light of the fact that it is obviously confirmed that the utilization of financial approach instruments influences the presentation of the securities exchange to a huge degree. In conclusion, another strategy suggestion for Central Bank can be to keep up expansion at a sensibly low level with the goal that it won't dissolve the genuine estimation of stock increases. Given this data, presently it is the duty of the financial power to adjust the proper approach reaction to potential stock value plans.

This  article  examined  the  connection  between  stock
market and monetary policy framework for the economies of
Bangladesh.  Through  this  article  I  have  attempted  to
investigate whether the actions of monetary policy regulators
can explain stock market return in the long run by conducting
a co-integration test and in  the short  run by the dynamics of
Vector  error  Correction  model  or  Vector  Autoregressive
model. However after  conducting  the empirical studies,  it is
found  that  there  is  no  significant  relationship  between
monetary  policy  instruments  and  stock  market  for  in
Bangladesh.  The  shallow  and  small  size  market  of  the
country can be one  of  the reasons behind  this. Nevertheless
for  an  efficient  stock  market,  it  is  expected  that  policy
announcements should have a significant impact on the stock
market.  Generally,  in  an  efficient  market,  the  prices  react
instantly to new information. According to market efficiency
theory,  a  market  riding  on  stale  information  is
informationally  inefficient.  In  case  of  monetary  policy
framework,  when  a  market  anticipates  an  announcement  to
be  forthcoming,  it definitely should react to the  unexpected
component in the monetary policy shock.
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instantly to new information. According to market efficiency
theory,  a  market  riding  on  stale  information  is
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[bookmark: _Toc19102808][bookmark: _Toc57420508]Objectives of the Study

On the basis of the empirical research that has been executed in most of the countries, we can see that there reflects positive relationship between fiscal policy and stock market efficiency. But from the perspective of Bangladesh, we don’t see any significant relationship between fiscal policy and stock market efficiency.



[bookmark: _Toc19102814][bookmark: _Toc57420509]CHAPTER II: REVIEW OF THE LITERATURE
[bookmark: _Toc57420510]Overview of stock market in Bangladesh

[bookmark: _Toc57420511]Stock markets or stock exchanges play an important role in the new capitalized economy by supplying the economic infrastructure of the nation with strength. Now, the stock market is one of the most significant sources of capital raising for businesses. The stock market helps corporations to raise new capital through the sale of the company's ownership for growth. This gives people the chance to invest in businesses.
[bookmark: _Toc57420512]The movement of Bangladesh securities exchange started on April 28, 1954 as East Pakistan Stock Exchange Affiliation Ltd. Around then Bangladesh distorted to be managed by Pakistan and the title of the country was East Pakistan. Nevertheless, trading on this market started in 1956 with a complete settled up venture of Taka 4 billion and 196 securities were documented on this market. The exchange was retitled on June 23, 1962 as Dhaka Stock Trade (DSE) LTD. Trading on Dhaka Stock Exchange was suspended from 1971 to 1976 since of freedom war and its post-autonomy frail economy. By then the dealing was proceeded in 1976 with 9 recorded securities having a complete settled up capital of Taka 137.52 million. (Hassan, Islam and Basher, 2000).
[bookmark: _Toc57420513]By 1987, the quantity of recorded organizations in DSE extended up to 92. However, high advancement of the market is conspicuous inside the 1990s contrasting and some other time since its development. (Economy watch, 2010).

[bookmark: _Toc57420514]10-Year Scenario Previews

14 firms, including a mutual fund, received Tk655crore through IPOs in 2018 through the Initial Public Offerings and rights shares, while six firms, including two mutual funds, raised Tk 1442 crore in 2017.
In 2016, Tk 950 crore in 2015, Tk675 crore in 2015, Tk3,263 crore in 2014, Tk910 crore in 2013, Tk 1,842 crore in 2012, Tk3,233 crore in 2011, Tk3,390 crore in 2010 and Tk917 crore in 2009 were raised by IPOs and rights offerings.

[bookmark: _Toc57420515]Most Dominant Sector of Bangladesh Stock Market

The economy of Bangladesh relies on its vast human capital, fertile agricultural land and plentiful water resources. Agriculture makes up 13.1% of GDP and hires 39.7% of the total workforce. Rice, tea, jute, wheat, sugarcane, tobacco, spices, and fruit are among the major crops. Bangladesh is the fourth largest producer of rice in the world, although shortages caused by natural disasters often force the nation to import rice. Industry makes up 28.5% of GDP and employs 20.5% of the total workforce. The textile industry is by far the largest, accounting for more than 80 % of the total exports of the country. In January-November 2019, textile export revenues decreased to USD 30.1 billion from USD 32.9 billion in the same period a year earlier (Bangladesh Export Promotion Bureau). The disparity between local cotton supply and demand (Dhaka Tribune) is a risk factor for the clothing industry. The secondary sectors include paper, leather, fertilizer. Services make up 53.5% of GDP and employ 39.8% of the total workforce. The largest sectors are microfinance and computing, with the country 's technology exports touching around USD 1 billion per year. The government aims to lift the export of technology to USD 5 billion by 2021.

[bookmark: _Toc57420516]Performance Indicator of Bangladesh Stock Market

In an attempt to predict market movements, market indicators are quantitative in nature and aim to interpret stock or financial index data. Market indicators are a subset of technical indicators and consist usually of formulas and ratios. They help the investment / trading decisions of investors.
Market indicators are similar to technical indicators in that they both apply a mathematical formula in order to draw a conclusion from a set of data points. The difference is that, rather than just a single security, market indices use data points from multiple securities. Market measures are often plotted on a separate graph instead of appearing above or below an index price map. Most stock market measures are developed by evaluating the number of businesses that have reached new highs, known as market breadth, compared to the number that produced new lows, as it shows where the overall trend is going.
The two types of market indicators that are most common are:
· Indicators of market breadth measure the number of stocks that are going in the same direction as the broader trend. The Advance-Decline Graph, for example, looks at the number of stocks advancing versus the number of stocks declining.
· Market sentiment indexes measure prices and volumes in order to assess if investors in the overall market are bullish or bearish. For instance, during a call, the Put Call Ratio looks at the number of put options versus call options.
















[bookmark: _Toc57420517][bookmark: _Toc19102826]CHAPTER III: Literature survey
[bookmark: _Toc57420518]Descriptive form
Positive:
Adams (2020) , Thanh, Thuy et al. (2017), Handoyo, Jusoh et al. (2013), Hirayama and Noda (2020), Taha (2013), Akram (2016), Ardagna, Caselli et al. (2007),Aye, Balcilar et al. (2014), Tagkalakis (2011), Hamoudi (2016), Taha, Colombage et al. (2013), Trebicka (2015), Omran (2017), Gupta, Jooste et al. (2014), El Montasser, Gupta et al. (2015), Darrat and Glascock (1989), Stoian and Iorgulescu (2016), Foresti and Napolitano (2017), de Mendonça and Auel (2016), Canale (2015), Kumar and Baldacci (2010), Gruber and Kamin (2012).

Adams (2020): This empirical study shows positive relationships between stock market and fiscal policy. The results of the study revealed long-term assertions between fiscal policy and stock market effectiveness. More precisely, the results are more apparent in the long run than in the short run.
Thanh, Thuy et al. (2017): The finding of the article shows that there is a positive impact or relationship between stock market and monetary policy. Monetary policy and stock market both have very close relationship, in short term period, expansionary monetary policy which help to increase the money supply which has a positive impact on the Vietnam stock market.
Taha (2013): The results of this paper show that in Malaysia, there is a long-term relationship between business tax and the stock market. The findings show that the performance of the stock market leads most to shifts in business tax revenue compared with income taxes and taxes on real estate profits. This finding suggests that the efficiency of the stock market in Malaysia was affected by strong growth in the collection of company tax revenue.





Negative:
[bookmark: _Hlk53447538]Anghelache, Jakova et al. (2016), Laopodis (2009), Kuncoro (2017), Umezurike, Echekoba et al. (2019), Ardagna (2009), Tavares and Valkanov (2001), Darrat (1990), Afonso and Sousa (2011), Darrat and Brocato (1994), Joshi and Giri (2015), Osahon and Oriakhi (2013), Jansen and Tsai (2010).

Osahon and Oriakhi (2013): This study shows negative relationships. This paper tries to establish that money supply, budget deficit and interest rate, these three elements are negatively related to the stock price. If any of these elements like interest rate increases, then the stock price will decrease.
Ardagna (2009): The findings of this study show negative relationships. The goal of this paper is to concentrate on fiscal consolidation and development in OECD countries. This paper finding is when the stock price rises, the interest rate falls which reflects negative relationships.
Laopodis (2009): This paper explores the degree to which the conduct of the stock market is influenced by fiscal policy decisions. The results are consistent with the hypothesis that previous budget deficits have had a negative effect on current stock returns, implying that the market is inefficient in terms of details on future fiscal policy behavior. One interpretation of these findings is that the market does not put much confidence in news of long-term interest-rate budget deficits that, in turn, may have a negative impact on the stock market and the economy as a whole.










Neutral:
Jiang and Li (2020), Mbanga and Darrat (2016), Stoian and Iorgulescu (2020), Ojha (2019), Prukumpai and Sethapramote (2019), Ali and Hasan (1993), Jeong (2006), Jakova (2016), Giordano, Momigliano et al. (2007), Tenhofen, Wolff et al. (2010), (Nwaogwugwu), Canale, Liotti et al. (2014), Canale and Marani (2015), Bernoth, Von Hagen et al. (2012), Laopodis (2010), Shah, Rehman et al. (2010).

Kuncoro (2017): This paper's key contribution concerns the legitimacy of the policy on fiscal laws. From these effects, the unsystematic and systemic monetary policy and the automatic stabilizer tend to cause uncertainty in the stock market returns. The credible debt rule scheme, on the other hand, leads to a decrease in the volatility of returns on the stock market. The policy of the deficit law, however, is found to be non-credible and has no effect on the returns of the stock market.

Prukumpai and Sethapramote (2019): We discover neutral relationship in this study. The study partitions into two sections. The initial segment of this paper is there is no remarkable connection between fiscal policy and the stock market in Thailand. The subsequent part is that the financial sector and genuine segment response positively in the expansionary financial approach.
Bernoth, Von Hagen et al. (2012): Neutral relationships are demonstrated by the results of this empirical analysis. The outcome of this analysis reflects the fact that public discussions regarding EMU countries' fiscal performance have no relationship with deficits and disregarded debt ratios.







[bookmark: _Toc57420519]Summary Form

	Author/s
	Region
	Time
	Methodology
	Key findings

	[bookmark: _Hlk54692582]
Adams (2020)
	US
	2008-2018
	ARDL
	Study findings revealed long-run assertion between fiscal policy and stock market efficiency. More particularly, in the long –run the effects are more evident that in the short run.

	Thanh, Thuy et al. (2017)
	Vietnam
	2002-2015
	VECM
	The finding shows that there is a positive impact or relationship between stock market and monetary policy.

	Anghelache, Jakova et al. (2016)
	Europe
	2004-2015
	LS
	The findings show that there is a negative relationship between stock market performance and government expenditure.
	
	




	Jiang and Li (2020)
	China
	1955-2019
	AHM & econometric models
	From the paper we analyze no relationships between stock market and fiscal policy.

	Laopodis (2009)
	USA
	1968–2005.
	NSR, BDY, and M1G
	This paper suggests that there is a negative relationship between budget deficit and fiscal policy.

	Mbanga and Darrat (2016)
	US
	2015
	FPE
	There is no relationship between current stock return and fiscal policy action.

	Handoyo, Jusoh et al. (2013)
	Indonesia
	1970-2009
	SVAR
	This empirical result suggests that there is a positive relationship between stock market and monetary policy shock.

	Stoian and Iorgulescu (2020)
	Romania
	1988-2016
	ARDL
	From the study we found that both past anticipated and unanticipated fiscal policy have no significant influence or relationship with stock market returns,

	Kuncoro (2017)
	Indonesia
	2001-2013
	OLS
	This paper suggests that there is no relationship between stock market return and fiscal policy in Indonesia.

	Ojha (2019)
	Nepal
	2003-2019
	Primary and secondary data
	The findings show that there is no relationship between fiscal policy and stock market efficiency in Nepal stock market.

	Hirayama and Noda (2020)
	Japan
	2014-2017
	TV-VAR
	This study focuses on the positive relationship between the prewar Japanese stock market and several government policy interventions.


	Prukumpai and Sethapramote (2019)
	Thailand
	2001-2017
	SVAR
	The study divides into two parts. The first part of this paper is there is no notable relationship between fiscal policy and the stock market in Thailand. The second part is that the financial sector and real sector reaction positively in the expansionary monetary policy.

	Taha (2013)
	Malaysia
	1980-2008
	Gregory Hansen
	The findings of this paper imply that there exists a long run relationship between company tax and the
stock market in Malaysia.

	Akram (2016)
	Pakistan
	1975-2014
	OLS
	In this study they find that, in the long-period the relationship between the number of banks branches and market capitalization is positive and has significant impact on tax revenue.

	Umezurike, Echekoba et al. (2019)
	Nigeria
	1986-2018
	ARDL
	From the study we analyzed that stock market return in Nigeria is not significantly affected by adjustments in monetary policy instrument of the Central Bank of Nigeria (CBN). Means the relationship is neutral.

	Ardagna, Caselli et al. (2007)
	USA
	1960-2002
	GLS
	This study shows that there is positive relationship between the accumulated public debt and fiscal deficits interest rate all over the world.

	Aye, Balcilar et al. (2014)
	South Africa
	1966-2011
	Bayesian vector auto-regressive
	From the study we can analyze a positive business cycle shock.

	Tagkalakis (2011)
	Greece
	1970-2005
	volatility (standard deviations) measures
	The main objective of this paper is there is a positive relationship between the real estimate market movements and fiscal policy outcome.

	Hamoudi (2016)
	Libya
	2000-2015
	Multiple regression
	The investigation shows that the GDP positively affects the speculation spending in Libya and development in total national output (GDP).

	Ali and Hasan (1993)
	Canada
	1970-1980
	Vector auto-regression technique
	From this study we find that there is a positive relationship between the stock market policy and the fiscal policy actions.

	Taha, Colombage et al. (2013)
	Malaysia
	1997-2008
	ARDL & VECM
	This paper shows a positive relationship between the financial system and tax revenue in Malaysia.

	Trebicka (2015)
	Albania
	1994-2014
	Error Correction
Model and the cointegration technique
	This study indicates that there is a positive relationship between the impact of fiscal policy and the level of economic growth in Albania.

	Jeong (2006)
	Korea
	1982.01 -2000.12
	FIML
	From this paper we find that the result with fiscal policy is neutral.

	Omran (2017)
	Egypt
	1985-2015
	SVAR
	The study shows that there exists positive relationship between fiscal policy tools and real gross domestic product (GDP).

	Gupta, Jooste et al. (2014)
	Africa
	1966-2000
	TVP-VAR
	The empirical study shows a positive relationship between fiscal shocks and asset prices.

	El Montasser, Gupta et al. (2015)
	USA
	1890 -2013
	TVP-VAR
	The empirical results show that there is a positive relationship between asset return in a TVP-VAR setup and fiscal policy.

	Jakova (2016)
	Europe
	2004-2015
	VAR
	Based on our study, we are able to find a neutral relationship between fiscal policy and capital market return.

	Ardagna (2009)
	Europe
	1960 -2002
	MSCI
	The objective of this paper focus on fiscal consolidations and expansion in the OECD countries. This paper finding is if the interest rate goes down the market price increases. So, there is a negative relationship between them.

	Tavares and Valkanov (2001)
	US
	1960-2000
	VAR
	The finding of this objective is tax shocks have a negative effect on corporate bond, expected stock and garment bond returns. This paper indicates that fiscal policy is very important for market returns.

	Darrat (1990)
	Canada
	1972-1987
	FPE/multivariate Granger-causality modeling technique
	From the paper we find that fiscal policy exerts a negative effect on Canadian stock prices.

	Darrat and Glascock (1989)
	US
	1965-1986
	FPE/multivariate Granger-causality modeling technique
	This article inspects observationally the causal relationship between monetary policy (and other financial factors) and U.S. real estate returns.

	Giordano, Momigliano et al. (2007)
	Italy
	1982:1–2004:4
	VAR
	The study shows that shocks to net revenue have neutral effects on all the variables.

	Afonso and Sousa (2011)
	Portugal
	1979:1-2007:4
	SVAR
	The empirical result suggests that government spending in the stock market which has a negative effect on the gross domestic product on Portugal.

	Tenhofen, Wolff et al. (2010)
	Germany
	2002
	SVAR
	No effect or no relationship between fiscal policy and stock market in Germany.

	Darrat and Brocato (1994)
	US
	1968-1989
	VAR
	The finding of this study is that federal budget deficits exert a negative impact on current US. stock returns.

	Stoian and Iorgulescu (2016)
	Europe
	1988
	Efficiency Market Hypothesis
	The empirical study suggests that there is a positive relationship between fiscal policy and stock market in Europe.

	Foresti and Napolitano (2017)
	UK
	1999-2012
	DOLS
	Our results show that fiscal policies have positive relationships with the stock market.

	de Mendonça and Auel (2016)
	Brazil
	2007-2013
	CREDM
	The empirical study shows that there is a positive relationship between fiscal credibility and monetary credibility’

	Joshi and Giri (2015)
	India
	1988–2012
	ARDL & VECM
	The empirical result suggests that there is a negative relationship between stock prices and budget deficit.

	Osahon and Oriakhi (2013)
	Nigeria
	
1984-2010
	VAR & ECM
	This empirical study shows negative relationships.

	(Nwaogwugwu)
	Nigeria
	1981-2016
	DOLS
	From this paper we can see that fiscal policies have no relationship in boosting the sectors of the economy.

	Canale, Liotti et al. (2014)
	Italy
	2000-2013
	Cross-section, PDOLS, PMG
	The study shows that fiscal policy actions have neutral effects on growth, whatever the broad macroeconomic context in which
they are implemented.


	Canale and Marani (2015)
	Italy
	2001-2013
	Cross-section
	From the study we see that there is a neutral relation between fiscal policy and macroeconomic growth.

	Canale (2015)
	Europe
	2000-2012
	Mundell-Fleming model
	This paper shows that the degree of financial integration, the volatility of bond yields has positive relationship with the fiscal stance.

	Kumar and Baldacci (2010)
	Europe
	1980–2008
	Regression analysis
	This paper examines that there is a positive relationship between fiscal deficits and public debt on long-term interest rates.

	Bernoth, Von Hagen et al. (2012)
	Europe
	1993-2009
	Portfolio model
	This result of this study reflects the fact that public debates of the fiscal performance of EMU countries have neutral relationship with deficits and disregarded debt ratios.

	Gruber and Kamin (2012)
	OECD countries
	1988-2007
	Times series regressions
	From this paper we have identified a positive relationship and significant impact of fiscal performance on long-term bond yields.

	Laopodis (2010)
	US
	1970-2003
	Cointegration and error-correction methodologies
	The results seem to suggest that there is no concrete and consistent dynamic relationship between monetary policy.

	Shah, Rehman et al. (2010)
	Pakistan
	2007-2010
	VAR-based granger causality test
	In this study we find a neutral relationship between interest rate and stock prices.

	Jansen and Tsai (2010)
	US
	1994-2005
	CRSP value-weighted and equally-weighted portfolios, and size decile portfolios.
	According to the result of this paper, we find the impact of a surprise monetary policy in a bear market is large and possess negative relationships.
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I want to do this research because I can find from this empirical research that in many countries, we can see the relationship between fiscal policy and stock market efficiency. Even in our neighbor countries like India, Pakistan, Malaysia we can see the effect. But in South Asia country Bangladesh based no Fiscal policy research have been utilized. So, from this project I want to see that how this issue affects Bangladesh stock market. Moreover, for both stock market investors and central bankers, the nature of such a partnership has significant consequences.
From the perspective of a developing nation, namely Bangladesh, this study aims to examine the effect of fiscal policy on stock market results. For a long time, the question of fiscal policy has been a topic of discussion among many financial economists. Fiscal policy is essentially that portion of macroeconomics that aims to achieve a set of goals that are expressed in terms of several macroeconomic variables such as inflation, real production, money supply, exchange rate etc. As a consequence, any shift in fiscal policy would have an effect on these factors. It is very important to understand the sensitivity of the stock market to these variables of fiscal policy frameworks, especially in understanding the transmission of fiscal policy mechanisms to the stock market. This paper explores whether current economic activities or, more precisely, Bangladesh's fiscal policy instruments can explain the returns of the stock market to measure the long-term and short-term relationship between fiscal policy instruments and the price of stocks.
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In Bangladesh, the fiscal policy consists primarily of operations carried out by the government in order to acquire and use capital for the provision of services while maintaining the maximum productivity of economic units. Policy affects the conduct of economic forces through public funding. The key objectives of Bangladesh's fiscal policy are to ensure the country's macroeconomic stability, encourage economic development and establish a framework for a fair distribution of income. The core methods to do this. On the other hand, stock market efficiency refers to the degree to which market prices represent all the relevant information available. If markets are successful, then all data is already included in rates, and so there is no way to beat' the market since undervalued or overvalued securities are not accessible. Bangladesh's (DSE and CSE) stock market are not efficient. Since the results do not provide clear proof that the stock price responds dramatically to the announcement of dividend. It is noteworthy that insiders, brokers and exchange employees are the market speculators, and that these informed speculators play their position in the short-term benefit market that causes ineffective dividend details. As a result, the declaration of a dividend does not have a direct effect on the movement of stock prices, which results in an inefficiency in the stock market. From the analysis that I have done on the basis of several articles regarding the relationship between fiscal policy and stock market efficiency, I have found that in different countries this relationship research has been done except Bangladesh. 
The aim of this project is to discover the type of relationship between fiscal policy and the efficiency of the stock market from a developing country perspective, namely Bangladesh. For a long time, the topic of fiscal policy has been a subject of argument among some financial economic experts. Fiscal policy is essentially that part of the macro-economic policy, the purpose of which is to achieve a collection of goals that are expressed in terms of several macroeconomic variables such as inflation, real production, money supply, exchange rate, etc. As a result, any variation in fiscal policy would have an effect on these variables. Understanding the warmth of the stock market with regard to these variables of fiscal policy agendas is very critical particularly in the identification of the fiscal policy mechanism.
In 2007, it was Ahmed et. Al analyzed the relationship Journal of Investment and Management 2015 between the fiscal policy and the stock price in Bangladesh using the VAR model, including the consumer price index, the industrial production index, the 28-day treasury bill rate, the money supply (M1) and all the Dhaka Stock Exchange (DSE) share price index, as economic variables. According to this report, the contractionary fiscal policy shock had an insignificant negative impact on the stock price index. On the other hand, by using the Johansen-Juselius procedure and the Vector Error Correction Model (VECM), Banerjee and Adhikary tested the impact of changes in interest rates and exchange rates (USD vs. BDT) on share prices in the Bangladesh stock market in 2009 and found that changes in interest rates and exchange rates have long-term effects on the stock market and are not relevant. In three emerging South Asian countries - Bangladesh, India and Pakistan - Rahman and Uddin investigated the relationship between stock prices and exchange rates using the Johansen cointegration and Granger causality test and found neither a cointegrating relationship nor any causal relationship between stock prices and exchange rates in the countries. However, the linear relationship between share price and fiscal policy was studied by Alam & Uddin, in particular between share price and changes in the interest rate on DSE. Data from his research shows that fiscal policy has a substantial negative relationship with the share price. The relationship between stock prices and fiscal policy has been tested through several approaches by many researchers in the past and all the results showed no significant relationship between these two from the point of view of Bangladesh. The shallow and small size market of the country can be one of the reasons behind this.

The main goal of this project is to examine the complex relationship between the stock price index and the fiscal policy instruments. The main monetary policy instruments were represented by the discount rate, exchange rate, money supply and consumer price index as a representation of inflation. From the analysis of 50 articles related to fiscal policy and stock market efficiency, I have found the relationship in different countries except Bangladesh. I have got the results of no effectiveness of fiscal policy on Dhaka Stock Market. It indicates that Dhaka Stock exchange and the fiscal policy framework of Bangladesh are independent of each other. 
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