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A Paradox concerning Stock Market and
Economic Growth and Positive Analyses

WU Zhi-wen',ZHOU Jian-jun®

(1. Research Institute of Economics, Nankai University, Tianjin 300071, China;
2. Business School , Xiang Tan University , Hunan 411105, China)

Abstract: This paper first analyzes the existence of the abnormal relation
between stock market and economic growth with extensive international and
internal empirical evidence. Based on the research of Binswenger et . al and
by comparative studies in recent years, we find that there has been a nega-
tive correlation between stock market and economic growth in America, Ja-
pan,Germany,Canada and United Kingdom. Moreover, this abnormal rela-
tion is becoming more and more evident and is supported by a lot of evidence
in western countries. Then we take a positive analysis on the problem
whether there is an abnormal relation between stock market and economic
growth in China or not. Qur findings show that there is a general and obvi-
ous abnormal relation between stock market and economic growth from the
first quarter of 2001. Stock market is neither the leading indicator of state-
owned economy nor the leading indicator of private economy in China. In
summary, we can draw a conclusion that there indeed exists a paradox be-
tween stock market and economic growth.

Key words: stock market; economic growth; the abnormal relation be-

tween stock market and economic growth
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