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Introduction

The stock market is one of the most important investment channels in the world,
and the pulse of the world markets beats in the stock and stock markets. Stock
fluctuations are subject to many factors. One of these factors can be the effect of
digital currency fluctuations. Fluctuations of digital currencies in the world can
create an uncertain environment for investors in the capital market (Hemti and
Abbasifar, 2014). In recent years in empirical finance, the growing role of the
digital currency market has attracted much attention among academic researchers,
media, government institutions, and the financial industry. The sudden rise of
digital currencies and the rapid development of digital currency markets,
attributed to the sharp increase in the recent volume of Bitcoin transactions, has
led to the creation of a comprehensive literature on digital currency markets
(Hileman, and Rauch, 2017). For example, (Caporale & Zekokh, 2018), estimated
alternative models for measuring crypto currency volatility. Their findings
showed that a large number of users globally hold Bitcoin for speculative reasons
as an alternative to investing in the stock market. A few other studies have also
analyzed the relationship between crypto currency volatility and stock price
volatility. For example, (Oh,2018) included digital currency in the money supply
equation to explain the channels through which upward volatility created in digital
currency increases the level of the exchange rate and consequently increases the
volatility of the stock price index. to be In the same way, (Erdas & Caglar, 2018)
stated, the fluctuations created in the digital currency rate have a close and positive
relationship with the fluctuations of the stock price index. (Riska-Dwi & Nadia,
2018) also stated that Bitcoin price fluctuations have a significant effect on stock
price fluctuations.

Several researches about digital currencies have been conducted in Iran, which are
only based on the theory and translation of the theoretical literature about digital
currencies, but little attention has been devoted to topics such as liquidity, volume
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of stock transactions, and stock price indices of companies in the digital currency
market. Therefore, this research aims to investigate the relationship between
digital currency price and stock index in Tehran Stock Exchange. Therefore, the
question arises whether there is a relationship between the price of digital currency
and the stock index in Tehran Stock Exchange?

Literature Review

Digital currencies such as Bitcoin, Ethereum and Lite Coin have surprised
everyone. Undoubtedly, this new network will be a suitable platform for the
investment of governments and nations. At the same time, insufficient information
can have a negative effect on the economy and the lives of its users. Digital
currency is a form of electronic money. Most digital currencies are designed for
greater security, elimination of intermediaries and anonymity (Fama, 1970).

The stock market is one of the most important investment channels in the world,
and the pulse of the world markets beats in the stock and stock markets, stock
fluctuations are subject to many factors. One of these factors can be the effect of
fluctuations in digital currencies. The fluctuations of digital currencies in the
world can create an uncertain environment for investors in the capital market
(Hemmati & Abbasifar, 2015). Liquidity is a very complex issue. In the best
definition, it is the ability to buy and sell significant amounts of securities with
high speed and little effect on the price (Wang et al, 2022).

The liquidity of digital currencies can affect the liquidity of stocks, which implies
a potential integration between digital currencies and other financial markets
(Wang et al, 2022). to the number of shares or contracts that are traded from a
specific share or at a specific time; It is called transaction volume (Liang et al,
2017). In the financial literature, causal relationships between price volatility and
trading volume of each asset have long been a matter of debate. There are two
basic hypotheses about the dynamic relationships between these two variables.
One of them is a combination of distribution hypothesis (Raffournier, 1995: Miller
& Show Fang, 2001). The combination of distribution hypothesis indicates the
existence of a simultaneous positive correlation between asset price and trading
volume. The variance of the price change in a transaction depends on the volume
of this transaction. Therefore, the relationship between price volatility and trading
volume is based on a fundamental variable called the rate of information flow to
the market, and the price and trading volume change simultaneously. According
to this hypothesis, there is no causal relationship between two variables. Another
hypothesis about the relationship between price volatility and trading volume is
the hypothesis of sequential information entry (Caporale & Zekokh, 2019: Erdas
& Caglar (2018)). The sequential information entry hypothesis assumes that new
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information is sequential to buyers and sellers in the asset market. Initially, buyers
and sellers are in equilibrium because they have the same information set. As new
information arrives, buyers and sellers may reconsider their expectations.
However, buyers and sellers cannot receive information signals at the same time.
When all market participants receive the new input and revise their expectations
accordingly, the final equilibrium is reached. In this hypothesis, the sequential
response to information indicates that there must be a two-way causal relationship
between price volatility and trading volume. Now the question that needs to be
answered at this stage is, are the findings obtained for traditional asset markets
valid for crypto currencies with monetary and asset performance? In other words,
does the two-way relationship between price volatility and trading volume apply
to digital currencies? Bitcoin, which was circulating as a virtual currency, was
little known in the early days of its emergence, but it has started to be widely
traded in the monetary and financial space, which has put the current international
monetary system at serious risk. Is. In the past years, there is general evidence that
the direction and intensity of causal relationships between price and volume in
monetary and financial markets depends on the volume of Bitcoin transactions.
For this reason, it is expected that there is a possible causal relationship between
Bitcoin price fluctuations and stock trading volume (Libo & Jing, 2021).

Research Method

The current research is rationalistic in terms of its approach and practical in terms
of its goal, and it is among descriptive-correlational researches. Also, the research
method is deductive reasoning in terms of type and it is a retrospective research
in terms of time. The statistical population of the present study includes companies
admitted to the Tehran Stock Exchange from various industries. The method of
selecting the investigated companies is the screening method, and 105 companies
were selected for the statistical population. In this research, it has been used to
analyze the data and test the research hypotheses following the research of (\WWang
et al, 2022) therefore, the generalized Dickey-Fuller test was used. In the next
step, Pagan, Chow (F-Limmer) and Hausman tests were used to identify the
estimation method, and the results of the tests confirmed the random effects panel
method.

Results

According to the results of the Dickey-Fuller test, the variables of the research are
at the mean level, and according to the estimation of the random effects panel
method, the results of the research showed that there is a positive and significant
relationship between digital currency price fluctuations, stock liquidity, stock
trading volume and stock price index of companies in the stock exchange.
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Discussion

The results of the research showed that there is a positive and significant
relationship between digital currency price fluctuations and the liquidity of
companies' shares in the stock exchange, as a result, the first hypothesis of the
research is confirmed. In order to be able to directly compare the results of digital
currency fluctuations with liquidity in the stock market, a possible relationship
between liquidity fluctuations and stock liquidity can be considered. The liquidity
of Bitcoin can affect the liquidity of stocks, which implies a potential integration
between Bitcoin and other financial markets. The relationship between liquidity
and efficiency in the digital currency market is investigated and shows evidence
of a positive relationship, especially for Bitcoin. More precisely, the relationship
between liquidity and the efficiency of the digital currency market has been
investigated and it has been determined that there is a positive relationship
between the volatility of digital currencies and the liquidity of stocks. The results
obtained in this research are meaningfully consistent with the results of (Thomas,
2021) and (Wang et al, 2022).

The results of the research showed that there is a positive and significant
relationship between digital currency price fluctuations and the trading volume of
companies' shares in the stock exchange, as a result, the second hypothesis of the
research is confirmed. Bitcoin, which was circulating as a virtual currency, was
little known in the early days of its emergence, but it has started to be widely
traded in the monetary and financial space, which has put the current international
monetary system at serious risk. Is. In the past years, there is general evidence that
the existence, direction and intensity of the causal relationship between price and
volume in monetary and financial markets depends on the volume of Bitcoin
transactions. For this reason, it is expected that there is a possible causal
relationship between Bitcoin price fluctuations and stock trading volume. The
results obtained in this study are meaningfully consistent with the results of
(Saranya & Sudhamathi, 2024) and (Wang et al, 2022).

The results of the research showed that there is a positive and significant
relationship between digital currency price fluctuations and the stock price index
of companies in the stock exchange, as a result, the third hypothesis of the research
is confirmed. Bitcoin is one of the most important crypto currencies that has the
largest volume of transactions in the crypto currency market. On the one hand,
this type of crypto currency has some of the key characteristics of gold, such as
global exchange, lack of government support, and on the other hand, it has
properties such as mediation in transactions, which lead it to the characteristics of
a currency. Gives this has caused some fluctuations in this type of currency
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compared to other currencies, causing an increase in the dynamics of Bitcoin and,
accordingly, the stock price index in the financial markets. Therefore, it is
expected that digital currency rate fluctuations will lead to an increase in stock
price index fluctuations. The results obtained in this research are meaningfully
consistent with the results of (Bashiri & Pariab, 2020), (Gil-Alanaa et al, 2020),
(Akbar, 2023) and (Wang et al, 2022).
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