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Investigating the Relationship between Financial Policies and
Stock Market Efficiency

Abstract

In this research, in order to investigate the dynamic effect of the government's financial
policies on the return of the stock market index, the autoregression model with distributive
breaks (ARDL) has been used. Considering that in this research, the effects of the
government's financial policies on the returns of the stock market index are examined,
therefore, the population and the statistical sample are equal and consist of the government's
financial policies and the total stock market index over a period of 13 years from the
beginning 2011 to the end of 2023, which has been collected with a three-month (seasonal)
time series approach. The financial data of the research was extracted from Rehavard Novin 3
database, Kodal publisher information site, Iran Financial Information Processing Center site
and Central Bank's economic time series database. The results of this study showed that: the
first hypothesis of the research is based on the effect of the government's construction
expenditures on the return of the stock market index in the long term, the second hypothesis
of the research is based on the effect of the government's construction expenditures on the
return of the stock market index in the short term, the third hypothesis of the research is based
on The effect of three-month interest rate on the stock market index return in the long term,
the fourth hypothesis of the research regarding the effect of the three-month interest rate on
the stock market index return in the short term, is confirmed at the 95% confidence level.
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