
STOCK MARKET AND ECONOMIC GROWTH AN

The current economic and financial crisis has had a strong influence on stock market performances in the process of
financing the economic activities.

Stockholders lose wealth with stocks in a bear market, denting consumer confidence. However, the FTSE is
composed of smaller companies who are more dependent on UK economy, and so are more influenced by
prospects of a UK recession. Investors are willing to buy shares, despite the threat of recession, because they
at least have a good yield compared to bonds. When the stock market can affect the economy In some
situations, you can argue that the stock market can actually affect the economy. However, share prices can fall
for many reasons other than recession. This higher profit makes the company shares more attractive â€”
because they can give bigger dividends to shareholders. Why can stock markets rise in a recession? But, the
stock market crash appeared to have no bearing on the economy. Many feared this predicted a major global
recession. Compare Investment Accounts. In short, real wage growth has been muted, but many companies
have seen a rise in profits and cash reserves. The stock market may already have priced in the effect of the
recession and now the stock market is anticipating a recovery. These sectors are more affected by an economic
downturn. In a downturn, with falling house prices, we will see a big fall in demand for building new houses
and also demand for luxury items. In this environment, consumers are more likely to spend money and make
major purchases, such as houses or automobiles. For example, stock markets in and performed badly in
anticipation of a US recession. Since the credit crunch, we have seen company profit become a bigger share of
national income. But, sometimes share prices fall and there is no correlation with the economy. For example,
food and drink are less likely to be affected by a recession. This is because the FTSE is mainly comprised of
multinational firms, whose profitability is dependent on strength of US and global economy; they are less
reliant on UK economy and the value of the Pound. This is due to factors, such as the monopoly power of
large IT firms, such as Apple, Google and Microsoft. This confidence spills over into increased spending,
which leads to increased sales and earnings for corporations, further boosting GDP. In a recession or period of
uncertainty, stock markets can sometimes increase, why is this? These have a negative effect on GDP. Source:
St Louis Fed If the economy is forecast to enter into a recession, then stock markets will generally fall.
Ultra-low interest rates.


