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Abstract

Money supply in a monetary system is a very complex process that is the result of the mutual behavior
of four groups including the central bank, commercial banks, depositors and borrowers. The aim of this
study is to study the effect of endogenous money supply on the stock returns of 14 Iranian stock
exchange banks during the years 2013-2023 and used the Panel Smooth Transition Regression (PSTR)
approach. The endogenous money supply variable on stock returns has a threshold nonlinear
relationship. The findings indicate that in the two-regime model, we have a low and high nonlinear
limit, with a transmission speed of 0/8562 and a threshold value of 837/18 and only endogenous money
supply and GDP in the two regimes are significant at the 5 percent level. The coefficient of endogenous
money supply is 0/0003 and the direction of endogenous money supply on stock returns does not
change, but the amount of influence increases in the high regime. In other words, a regime shift occurs.
The effect of endogenous money supply on stock returns is positive, suggesting strong policies for
economic stakeholders for economic growth and sustainable development.

Keywords: Endogeneity of Money Supply, Bank Deposits, Stock Returns, Post-Keynesian Theory,
Iranian Stock Exchange Banks, Panel Smooth Transition Regression Models (PSTR).
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