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Stock Prices, Nominal Interest Rate and Inflation: Based on U.S Monthly Data
Abstract: The positive research elaborated that the nominal interest rate and inflation rate were Granger Cause for each other, which
reflect the Fisher Effect. The fact that stock price could Granger cause nominal interest rate reflected Federal Reserve would consider stock
price in framing interest policies. Stock price affect inflation through interest expectations and three price indexes’ noticeable self-response
explain that inflation’s inertia or anticipation’s determinating role, the continuous of interest policy, and the Martingale Asset characteristic of
stock which mean the necessity of regulation of stock market in order to avoid finance crises.
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Response to Cholesky One S.D. Innovations
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