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Fundamental Analysis Effect on

Growth Stock Return

ABSTRACT

Objective of this paper is to study usefulness
of financial statements and fundamental analy-
sis for stockholders decision making and
therefore stock return. In next stage, it is to
study market look at king of data and its meas-
urement to achieve benefits.

Statistical population is all the companies
which have been accepted in Tehran Stock
Exchange during 1379 to 1383. Study analysis
and reasoning is deductive - inductive. To do
the study, 9 fundamental variables for meas-
urement of profitability, operational efficiency,
financial leverage and liquidity and 6 growth
variables for evaluation of earning stability and
sales growth and future development of com-
panies were used. With attention to statistical
specification of financial statements items, by
study of each ratio and its changes, it was
given positive (one) or negative (zero) score to
each fundamental growth variable. Companies
were calssified to three groups with respect to
book value to market value ratio (low or

growth, medium and high or value stock). To
determine cause and effect relationship
between fundamental growth variables and
stock return, a regression cross-sectional
model was used.

In final model for each of three stock groups,
square R was %32 for growth stock, %50
medium stock, and %23 for glamour stock. In
estimated regression equations for growth and
medium stock, 5 variables included in both
models were common but the coefficient of
variables were different from each other. In the
model for value stock, 2 of 3 variables were
common with variables of the other two mod-
els. In conclusion, in different stock groups,
chosen fundamental growth variables in this
study are useful to less ability to forecast stock
return in contrast to stock with medium book
value to market value ratio.

Key  words: Fundamental analysis,
Fundamental growth analysis, Stock return,
Book value to market value ratio, Financial
statements, Fundamental variables, Growth
variables.



