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Abstract:

The main purpose of this paper is to study the effects of political and business
cycles on stock market in the context of the Iranian economy. To do so, we use a
vector error correction model (VECM) over the period 1991-2009. The overall
results indicate that there is a long run equilibrium relation between the
variables.

According to our finding, political and business cycles have significant effects
on fluctuations of stock price index. The result of our error correction model
indicated that 14 percent of deviation of the stock price from its equilibrium
path is corrected each period.
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