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In the name of God
The impacts of macroeconomic variables on Iranian stock market

Khosrow Piraee'®
Mohamad Reza Shahsavar'’

ABSTRACT

This paper is an attempt to show the impact of macroeconomic variables
on capital market in Iran. For this purpose, the paper considers seasonal
data of several economic variables like gross domestic product, money
stock, inflation, and exchange rate between 1370 and 1385. Based on
arbitrage pricing theory and applying unit root, specification and
cointegration tests, auto regressive distributive lag and error correction
models have been estimated. Accordingly, the study investigates impacts of
the variables on Tehran stock exchange. The main results show that stock
price has a positive relation with gross domestic product and price level,
but a negative relation with money stock and exchange rate. The error
correction term is 15 percent, which indicates that the speed of adjustment
in response to deviation from the long run equilibrium is high.
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