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Relationship between macroeconomic variables and the total
price index of Tehran Stock Exchange: Bayesian approach

Somayeh Riazinia
Department of Economics, Tabriz Branch, Islamic Azad University, Tabriz, Iran

Abstract

In statistics, there are two general approaches to estimation called frequency and Bayesian. In
Bayesian approach, in addition to random sample information, prior information about
parameters under the heading of prior distribution is also used for estimation. In other words, the
Bayesian approach uses a combination of random sample information and prior information to
infer. Therefore, the purpose of this study was to investigate the effect of total price index and
consumer services, gold price, oil price, exchange rate on the total price index of Tehran Stock
Exchange: using Bayesian approach. The analysis was performed using seasonal data in the
period of spring 2009 to winter 2019 in the Bayesian framework using R programming software.
The results showed that oil prices and total price index and consumer services have a significant
effect on the total price index of Tehran Stock Exchange. Also, based on the choice of Bayesian
model, with a probability of 0.656, the best model to explain the changes in the total index of
Tehran Stock Exchange includes variables of oil price, dollar price and price index of consumer
goods and services. Also, with a probability of 0.241, all independent variables were able to
explain the changes in the total index of Tehran Stock Exchange.

Keywords: Tehran Stock Exchange Total Price Index, Total Price and Consumer Services
Index, Gold Price, Qil Price, Exchange Rate: Bayesian Approach.
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