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Abstract We investigated the relationship between stock prices and exchange rates in
eleven emerging markets over the period of 1988 to 2014 using cointegration methodology and
multivariate granger causality tests. We find that in emerging markets, the inner-financial
structure, which reflects the proportion of direct financing and indirect financing, plays an
important role in the link between exchange rates and stock prices. For ten out of the eleven
emerging markets studied, the financial structure had a significant impact, either through the
flow channel or stock channel. The effects of financial-economic structure (FIR) were much

smaller.
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