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Abstract 

In this research we investigate the relationship between the accounting 
variables and stock returns based on the equity value model of Zhang. The 
aim of the paper is to show that stock returns is a function of earning yield, 
equity capital investment, changes in profitability, growth opportunities and 
discount rates. Based on the literature review five hypotheses has been 
considered and analyzed by simple and multiple regression methods during 
2001-2010 in Tehran Stock Exchange (TSE). 

Empirical results do not confirm the predicted roles of all identified 
factors. Only there is a direct relation between earning yield and stock 
returns also there is an inverse relation between changes in discount rates 
and stock returns. 
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