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The effect of growth value changes on profitability and future
stock returns

Masoumeh Pour Rajabi Chahardah *

Abstract

In this study, the growth value of changes in profitability and future stock returns was
examined, which is classified as applied research in terms of purpose, and in terms of
method and nature, the present study is of the correlation type (causal correlation
research). In this study, the estimation of the regression model of the company's
profitability growth using the mixed data method has been investigated. The
dependent variable for estimating the model is the regression model of the company's
profitability growth (PG). The selection of model variables has been made using the
basic article by Lim and Palladino(2024). All statistical data of the research have been
extracted and used between 1397 and 1402 using statistical data of financial
statements of selected companies. The software used is EVIEWS. In general, this
research is dedicated to data analysis and testing of research hypothesis. In the present
research, tests related to the reliability of variables have been carried out using Levin-
Lynn et al. Next, the convergence test between the model variables was performed to
show the absence of spurious regression using the Kao test. Then, the Leimer and
Hausman diagnostic tests were used to determine the best type of model estimation.
Finally, the model estimation was performed and the research hypotheses were tested,
which were accepted according to the results of all hypotheses.

Keywords

Future stock returns, profitability growth, book value, investment opportunity,
company size
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