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Investigating the Effect of Macroeconomic Variables on Industrial
Returns in Tehran Stock Exchange with the Generalized Method of
Movements Approach

Aliakbar Mehrabian', Yazdan Gudarzi Farahani ™

Abstract

The purpose of this paper was to investigate the effect of selected macroeconomic variables
on the efficiency of industries in the Tehran Stock Exchange. The necessity of conducting
this research is due to the effect of macroeconomic variables on the financial and productive
performance of the country's industries and the fluctuations of these variables lead to
changes in the decision-making of these industries. The method of this research is
descriptive-analytical and is in the category of applied studies. In this regard, statistical
information for the period 2008-2020 and panel data method and generalized method of
movements model have been used. The industries studied in this study included the cement,
pharmaceutical, automotive, chemical, food, and basic metals industries. The results of this
study showed that the variables specific to each industry such as size and profitability had
positive and significant effects on industry returns, but macroeconomic variables were such
that bank interest rates had a negative impact on returns and inflation, exchange rates and
GDP has had positive effects on industrial returns. Based on the obtained results, it is
suggested that industry activists and planners of the country to avoid creating uncertainty in
the capital market and macroeconomic environment in order to prosper in the economic
sectors, and while creating stable conditions in financial markets, pave the way for economic
development in the country.

Keywords: Return, Exchange rate, Company size, Tehran Stock Exchange, Generalized
Method of Movements (GMM).
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