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The Impact of Price and Exchange Rate Fluctuations on the Tehran

Stock Exchange Price Index Using a Vector Auto-Regression Method
By:

Reza Najarzadeh, Ph.D. Majid Aghaei Mohammad Rezaeepour
abstract

The exchange rates and the rate inflation have consistently affected stock
prices & the return on stocks worldwide. Since such effects could impact income
distribution in any society it is important to study such effects more carefully. In this
paper an attempt is made to study the impact of such variables on the real returns as
well as the price index of Tehran's stock market.

The analysis is based on a vector auto-regressive (VAR) and a vector error-
correction model (VECM). The study covers the monthly data from Farvardin 1382
through Esfand 1385. The results show that there exists a stable long—run &
meaningful relation between the real rate of return of stocks & the exchange rate
variables & the rate of inflation. This relation is negative. The impact of inflation is,
however, stronger than the impact of the exchange rates
Key words: Stock Price Index, Price and Exchange Rate Fluctuations, Vector Auto-
Regression
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