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Abstract

The stock market is one of the most important financial markets in the world, and it is also considered
one of the most important financial and investment markets in the Iranian economy. The goal of this
article is to Identifying the price bubbles in Tehran Stock Exchange using Markov Switching model
during the period of July 2008-August 2020. The results of this study indicate that in the estimated
Markov-switching model is preferable to the linear models for study the price bubbles of the Tehran
Stock Exchange. Among the different modes of the Markov-switching model, AR(1)-MSIAH(2) with
two regimes (bubble, normal) and one lag was selected. The results of Markov Switching model
indicate that on average, the number of months in the bubble regime is less than the number of months
in the normal regime. Also, the stability of the bubble regime is less than the stability of the normal
regime.
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