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Abstract:

Sustainability of macroeconomics is one of the most
important economic issues of the country in recent
years. Stable economies are more resilient and less
agitated while facing destructive shocks. In this paper,
the impact of macroeconomic sustainability indices on
the total price index of Tehran Stock Exchange (TEPIX)
during the period of 2000-2016was investigated. The
used methodology is Bayesian Vector Auto Regressive
(BVAR) model. All Bayesian models consist of three
basic components of the prior density function, the
function of the righting reflex and the function of the
posterior density, and various results can be obtained
depending on which type of function is used in the
model. The macroeconomic sustainability indicators
include: the ratio of budget deficit to GDP, the misery
indicator, and the ratio of the trade deficit to GDP.
Finaly, using the instantaneous response function, the
impacts of macroeconomic sustainability indicators on
the total stock price index is estimated. The results show
that the budget deficit of the government has a positive
effect on the total stock price index. This positive effect
has been declining after three periods and loses its effect
after 8 periods. The impact of misery indicator on the
total stock price index is also positive which its effect
decreases and vanishes after the second and eighth
periods, respectively. The trade balance impact has a
negligible initial effect on the total stock price index,
which has been declining after the third period despite of
the first increase until the second period.
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7. Cointegration Test

8. Akaike information criterion (AIC)

9. Schwarz information criterion (SC)

10. Hannan — Quinn information criterion (HG)
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1. Litterman (1986)

2. Sims (1980)

3. Minnesota

4., Prior Density Function

5. Likelihood Function

6. Posterior Density Function
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1. Impulse Response Function (IRF)
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