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2 Replacement value of the assets
®Market value of the shares

* Market value of the debts

® Replacement value of the assets
® Lindenberg & Ross
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Abstract

The pharmaceutical industry has a major share in the market, a special position in the capital
market, and has significant effect in the stock market transactions through the collection of
community micro savings. Therefore, the main aim of the paper is to investigate the effect of
nominal exchange rate volatility and the entry of real shareholders on the return on assets in
32 companies of pharmaceutical materials and products as import-oriented companies during
the period of 2011-2020. For this purpose, the volatility of the nominal exchange rate is
estimated by the Panel GARCH method, and then, the effect of this variable along with the
real shareholders' entry, net profit margin, the amount of capital and interest expense on the
operating profit of the companies have been examined by applying generalized method of
moment (GMM) estimator. The results of the empirical findings show that the nominal
exchange rate volatility has a negative effect and the entry of real shareholders has a positive
and significant effect on the return on the company's assets in the current period and the
control variables of net profit margin and the amount of capital have a positive effect, and
interest expense has a negative and significant impact on the return on assets. Based on the
results of this study, it is suggested that the economic and financial policy makers reduce the
volatility of the exchange rate through the control of domestic prices and the inflation rate, as
well as capital market stabilization policies, to motivate the entry of real shareholders for
providing capital market and increase the production and profitability of pharmaceutical
companies.
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