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1. Introduction relationship is essential for financial policymaking. This
study uses a nonlinear distributed lag autoregressive model
(NARDL) to examine the asymmetric effects of exchange
rate fluctuations on the value of transactions on the Tehran
Stock Exchange. The main question is whether these
shocks have different effects on transaction values. The
novelty of the study lies in focusing on transaction values
as a measure of liquidity (instead of traditional price
indices) and using long-term quarterly data (1381-1403)
while controlling for variables such as price-to-earnings
ratio (P/D) and GDP per capita. This analysis provides new
insights for risk management and policymaking in the
Iranian capital market.

Exchange rate fluctuations are a key factor affecting
financial markets, especially stock markets, in the global
economy. Since the collapse of the fixed exchange rate
system in 1973, economists have paid increasing attention
to the consequences of these fluctuations. Evidence
suggests that currency fluctuations have been increasing
since the 1970s and affect asset values and stock market
liquidity through risk spillovers between markets. In
emerging markets, these effects are exacerbated by their
dependence on export earnings and external shocks. The
value of transactions, as an indicator of market liquidity, is
affected by these fluctuations, and examining this
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2. Methodology

The present study is applied research in terms of its
purpose and is considered descriptive-correlational in
terms of its nature and implementation method. The data
required for the study were collected in a library manner
and using time series statistics. For this purpose, daily
exchange rate information was extracted from the Bors
view website and the value of Tehran Stock Exchange
transactions from the Tehran Stock Exchange Company
database over a 24-year period from the beginning of 1381
to the end of 1403. The dependent variable in this study is
the value of Tehran Stock Exchange transactions and the
main independent variable is the free-market exchange
rate. The conceptual model of this study is designed based
on flow-based, stock-based, mixed distribution hypothesis
(MDH) and sequential information flow (SIAH) theories
and shows the asymmetric relationships between exchange
rate fluctuations and the value of Tehran Stock Exchange
transactions. In this model, exchange rate fluctuations
(positive and negative) are considered as the main
independent variables that affect the value of transactions
(as an indicator of liquidity and stock market development)
through information channels (MDH and SIAH) and
changes in competitiveness (flow-based theory) or capital
flows (stock-based theory). Control variables include the
price-to-earnings ratio (P/D), which reflects market
valuation and investor expectations, and gross domestic
product (GDP) per capita, which reflects the level of
economic development, to control for side effects. Before
estimating the model, unit root and cointegration tests were
performed to ensure the stationarity of the data and the
existence of a long-run equilibrium relationship between
the variables. The non-linear autoregressive distribution
lag (NARDL) model has become an important tool in
econometrics in recent years to examine nonlinear and
asymmetric dynamic relationships. This model, which was
used in the study of Shin, Yu, and Greenwood-Nimo
(2014), is actually an evolved version of the ARDL model
that was previously introduced by Pesaran et al. (1999,
2001).

3. Findings

The findings show that exchange rate fluctuations have a
significant and asymmetric impact on market activity.
Increased volatility (positive shocks) increases trading
volume, which is likely due to speculative trading and
hedging activities, while decreased volatility (negative
shocks) has no significant effect on the value of Tehran
Stock Exchange transactions. The results also indicate the
important role of GDP per capita and price-to-earnings
ratio (P/D) in relation to the value of transactions,
indicating that both economic growth and valuation indices
affect investors’ trading behavior. In other words, the
results indicate the existence of a long-run equilibrium

relationship such that positive shocks to exchange rate
fluctuations significantly increase the value of transactions,
while negative shocks do not have a significant effect. The
Wald test confirms the existence of asymmetry in the long
run. These findings emphasize the asymmetric behavior of
the capital market in response to exchange rate fluctuations
and highlight the need to adopt targeted policies to better
manage the capital market during times of increased
volatility and uncertainty, as well as implement policies
that provide stability.

4. Discussion and Implications

From a policy and investment perspective, these results
highlight the importance of closely monitoring exchange
rate changes to anticipate and control destabilizing effects
on capital markets. The results also suggest that economic
policymakers, especially the Central Bank and the Stock
Exchange Organization, should implement more advanced
monitoring mechanisms to manage exchange rate
fluctuations. Given the asymmetric effects of exchange
rate fluctuations on the value of Tehran Stock Exchange
transactions, policymakers should adopt different
approaches to managing positive and negative exchange
rate shocks. (1) In periods of positive shocks (increased
exchange rate volatility), strengthening hedging
instruments such as exchange rate futures and exchange
rate stabilization funds is recommended to prevent
speculative trading and market instability. (2) In periods of
negative shocks (decreased volatility), exchange rate
stabilization policies are necessary to maintain market
liquidity. (3) Coordination between the central bank and
the stock exchange is recommended to predict and manage
liquidity behavior in the stock market. (4) The
development of new financial instruments, such as
investment funds with a focus on currency risk
management, can help reduce uncertainty. These policies
can strengthen financial stability and help investors adopt
optimal strategies. By clarifying the nonlinear relationship
between the foreign exchange market and the stock
market, this study contributes to a better understanding of
the interaction between these two markets and provides a
basis for future research to examine sectoral effects, other
indicators of market sentiment, and the role of
macroprudential policies in controlling risks arising from
volatility.
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Figure 1. Conceptual research model
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Table 2. Results of examining the stationarity of variables
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Table 3. Results of the econometric model
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Table 4. Characteristics of the econometric model
implemented in the research
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Table 7. Results of the heteroscedasticity test
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Table 8. Bounds test result
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Table 5. Results of the Jark Bara test

S aiS N> p ,lade Jarque-Bera ,laie

YIEYYs o[+ AOY < If¥FY VIEYYFRNY

sho s cnlply sl 140 51 YL e b o
)L..\.c.l PEC e U‘" el JLQ).J aoaslasl E259 9 odd EVEITRY)
VL JUPNRVA I O KVRPS Y

Lowilowdl  Smmod 393 4903l F-0

2 S35 0979 oy Sln 6Bl e

2 g e dedd el cnl a2l Jae slaoniledl

p-value jlade oS oo byl 1) addy 90 U Siandgs 040

S92y pae g e 4ndd (hpdy eaiasplas +/-0 5l VL

el 6505 Joe gyl el gl 4 el Scranags
ol s ead s pole Joe sl osesl @b

A=l gesl @l £ Jsa
Table 6. Brush-Godfrey test results

Chi-Square o L] Obs*R-squared o] P ,lade F o)Ll

<[+ AAY FIFYAYAY VIV YVAALEY

o dus 8 cplpls ws </-0 51 YL p-value ,olie
5 oS oo 9l 1) Jow s bel plsioinl ass cpl ol S92
s 2 oyl sl lvoailendl a5 amo oo ylid

1. Breusch-Godfrey Serial Correlation LM Test



u..\.ool.vﬁs LS‘)J 05'0)‘ U"‘ IRSE- 1) ul—hﬁh—' wb )—M )o ‘) 09.‘>
Slr Wy a0l @S o) p b (29e 59 0l pastin axD
30 o gy Slleg Oljl a5 8,8 asms lgi g0 Dowaily
UV I 0% FWE PPN [ PR, Y EO R 3 VIR PR VT

S S Azl

il 2 5 5 g o)l SIS G cnl 5
Slaaidy (Sgrm )T 395 oo 5l oslitul b e ik el
olis basl w8 wyp (NARDL) s odba e
2 SNl 5 etz b Gl g5 Slley o ses
ad,y el (Coie S 5i) Sllug Lialil ol Sl culls
5 alibazin EMlales 5 50 Ylois] a5 358 co Hlolas x>
Slleg mals a5 Jbojs ol Sy, idg slaplasl
Ol oo Dele (5] p (s loline Sl (e slaS'52)
S AL g mee B Sy eizmen @lS )l
093y b sl )0 (/D) (gl dgus 4y Cead S g 4l pon
S arls o eolaidl ub, wes o plas a5 cel Ol
538,50 S ke y  SValae Jb) 1y g0 o (6,13 53|

Ml 5 5l alie Slllas b iagl onl sloaidly
31 slme plgreas SMlalas (23] 2 38 a5 b Ll oo Slgoen
e slp S p |y ate shgk W Swishak
wsls Lz NARDL Jowo L (VYAY) 5 e 5 silxiy Sl o
Cughi 1) Slsle mlio plow (asls (s))l S (RN &S
Jogime 5 L oaS @yl gymeS Sl ol el Ll S
eSS s il sae pas 5 (55l Slleg Cote Seb
el bl s e ol Bl b asdlas o Sllogs
Lo OF ) ohles 5 ol adls 5,05 (b
plows 035L 5,1 75 cude sloS s a5 wis,S L3I NARDL
Sl e slSen Ll was e iuliEl Coeaddy o |,
L5 VA9 (goeo (i 5 (505 S 1i)ls (6 ichens
&g 2 )l Sute oS ed Ssd SISINARDL Jus So
Ol slazdl o o liel Jbs, b oaS wis,S wwb 1) aels
L (VYY) ohee 5 GLE o dladline mhaw 5o cosl g
o ol b o) Sblug ol ol 51 NARDL
RECRI NP ICIPIC R LICHCORPI P SU. U EPRERIC W (il I
b gz bl ragy 4 aadge Glis dumlie ol
sl 4 Sdlelie A5 2 5505 b ealie )Ll (slagSl
Ao o Sl gasaz B« ged slo sl
698 slearogi 9 Swlw slaply .V

Coedl mls b (gl 5 (gl Ciliw 4>

Olen b oS o a1y 55l 25 Olpsd o 38s o)l

w095y 2 85y Sblugs o lEel Ol w10l e g sobTie 8,

e Jae ol g s ksl casls e saSagl

S o i 1 axlllae 3,50 0,50 S s lagy] oras

30
20

10

-10
-20

-30
84 86 88 S0 92 94 96 98 00 02

—— CUSUM 5% Significance

CUSUM g, Lzle ols O?“’ji LS AR
Figure 2. Results of the CUSUM structural stability test
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