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Abstract

Objective: In recent years, in particular after the financial crisis of 2008, asset
managers around the world have paid special attention to factor investing received
widespread. Due to the lack of enough research in this area in the Iranian capital
market, the purpose of this study is to evaluate the performance of factor investing
in the Tehran stock exchange (TSE).

Methods: In this research, the performance of five single-factor portfolios and
three multi-factor portfolios were evaluated on Tehran Stock Exchange from 2014
to 2021. First, the five single-factor portfolios were made based on momentum,
value, size, quality, and low volatility. Then, using the results of single-factor
portfolios, three multi-factor portfolios were made based on equal weight (1/N),
inverse volatility, and equal risk contribution (ERC). The results of single-factor
and multi-factor portfolios were compared to overall and equal-weight indices.

Results: The results achieved from all single-factor portfolios, except those from
momentum, and all three multifactor portfolios were better than the overall index
with a 95% confidence level. However, compared to the equal-weight index, the
results were mixed and only the size factor and equal-weight multi-factor
portfolios had better performance within a 95% confidence interval.
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Conclusion: The results of this study indicate that, during the time frame of this
study, factor investing showed better performance than the overall index.
Therefore, this type of investing can be considered a practical type of investment
by investors and asset managers on the Tehran Stock Exchange.
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