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Evaluating and Measuring Bubble in Tehran Stock
Exchange

Mohammad Tohidi*

Abstract

The capital market, and in particular, the stock market is of particular
importance in the economic growth of countries and the guidance of liquidity
towards productive economic activities. This market has had ups and downs
throughout the history of various countries that affect the variables of the real sector
of the economy. The important question is whether all of these increases in stock
market indicators are a sign of bubbles in the stock market. The purpose of this
research is to measure and evaluate the price bubble in Tehran Stock Exchange
(TSE). Therefore, the research hypothesis is that there is a price bubble in the price
index of Tehran Stock Exchange (TEPIX) in the specified time period. In this study,
two methods have been used to identify the existence of bubbles in the Tehran
Stock Exchange, and matching the results of the two methods will definitely
increase the validity of the research. These two methods are: (1) sequence Test, The
coefficient of Skewness and kurtosis and Duration Dependence Test, and (2)
Supremum Augmented Dickey-Fuller (SADF) and Generalized Supremum
Augmented Dickey-Fuller (GSADF). In this study, in addition to bubble
identification, bubble periods have also been extracted. The results of both methods
show that, first, the bubble's assumption is confirmed within the given time horizon,
and second, the bubble periods are determined using the Generalized ADF Test
(GSADF). During the time period, 21 months have a price bubble and the pricing of
stocks in these months has not been in accordance with the fundamental value of the
stock.

Keywords: Bubble, Price Index, Sequence, Duration Dependence Test, SADF,
GSADF
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