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! Market efficiency
2 Mispricing
 Anomaly
*Irrational pricing
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! Random walk

2 Dow Jones

% Auto regressive models
4 Variance ratio

® The sign test

® Unit root test
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! Serial correlation
2 Filter rule

* ARCH

* ARIMA

® Buy and Hold

® CAPM
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! Non linear regression
2 Simultaneous equation
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When investors apply the accounting earnings (and its components) to stock
exchange and earn the abnormal returns, it is said that the pricing of stocks is
irrational. On the other hand, in this condition it is said that the stock market is not
efficient relative to earnings and its components information. This paper
investigates the rational pricing of stocks in firms listed in Tehran Stock exchange
using earnings and its cash and accrual s components from 2002 to 2012. To this end,
the non-linear regression analysis using simultaneously equations system and
Mishkin (1983) test, are applied. Overal, the results of data analysis show that the
pricing of stocks using accounting earnings and its components is irrational. In other
words, the Tehran capital market is not efficient relative to earnings and its
components and do not reflect the mentioned information in stock prices.

Keywords: Rational Pricing, Market Efficiency, Accounting Earnings, Mishkin
(1983) Test.
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