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Abstract

This paper studies the different roles of public and private financial
intermediary institutions in asset pricing in the Tehran Stock Exchange
(TSE) and Iran Fara Bourse (IFB) markets. Investment companies active in
the capital market of Iran were selected to represent the financial
intermediary sector. The intermediary asset pricing model is estimated for
two distinct groups of public and private intermediaries using quarterly data.
The estimated price of capital factor has been positive and significant at the
5 percent level and less for most of the private intermediary institutions. At a
95 percent level of confidence, a unit of increase in the risk sensitivity of
stock returns to capital shocks of the whole private sector coincides with a
3.156 to 3.159 percent increase in seasonal stock return. Accordingly, capital
shocks of private intermediaries should be seen as an effective factor in asset
pricing in the capital market of Iran. For the public intermediaries, the
capital factor price has not been positive and significant at the 5 percent
level, neither for individual institutions nor for the whole sector. Therefore,
capital shocks of public intermediaries cannot be seen as an effective factor
in stock pricing in the capital market of Iran.
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