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 This research has examined the relation between the targeted subsidies plan and the 
market returns of Tehran stock exchange. The aim of the study is to examine the market 

returns in the years after and before the implementing plan and the relation of it on the 

returns of Tehran stock exchange. It is expected that the implementing plan and 

actualization of prices have more influence on energy industry, so 3 energy industry 

indexes (cars and parts manufacturing, cement, gypsum and lime, and transportation, 

warehousing and communications) are used to calculate the market returns. Therefore, 
the study applies 3 dependent variables (the returns of automotive industry and parts 

manufacturing, cement, gypsum and lime, and transportation and warehousing) and 1 

control variable (gold and dollar rate) and 1 independent variable (targeted subsidies 
plan) is used which the last one has 2 values and its value before and after the 

implementing of the plan is 0 and 1, respectively. In this study, we have examined 3 

hypotheses in relation with the study of market returns and the targeted subsidies plan 
separately in 3 industries using multiple linear regression analysis during 28/09/2008 to 

28/09/2010. The obtained results have rejected the relation of market returns and the 

targeted subsidies plan. To ensure the obtained results, a one more test (T-test) was done 
which approved the related findings. 
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INTRODUCTION 

 

 One of the common economic policies is paying subsidies for some products and services in developing and 

even developed countries. Paying subsidies is not a pure economic policy, since it has noticeable social and 

political impressions. It increases with the increase of the government role and price levels. Subsidy is a 

negative indirect tax and grows the government's prestige toward the consumers, especially low-income 

peoples. Considering the government's decisions have influence on the market reaction which arise from the 

investors, government and market mechanism decisions, we try to study the relation of these decisions on the 

market reactions. Targeted subsidies are a vital decision of the government in economic development plan.The 

first stage of the plan was implemented since 28/09/2009 and the aim of the government is the equitable 

distribution of income and helping the low-income peoples through paying subsidies in cash to all peoples in 

one side, and actualization of the prices which the government had paid partly or all costs of them in the other 

side. So the actualizations can heavily effects on the market performance which is considered Tehran stock 

exchange in this research. Since the plan is newly-implemented (about 1 year and several months), all variables 

of the market performance are not measurable and we examine the market returns and the study of targeted 

subsidies plan on the market returns. 

 It is believed that the stock prices are determined by some macroeconomic variables like the rates of 

interest, currency and inflation. Several studies have been done to demonstrate the influence of the economic 

forces on stock returns in different countries. For example, Arbitrage Pricing Theory (APT) has been used by 

Ross (1976), Chen et al. (1986), to illustrate the effect of some microeconomic variables on stock returns in U.S 

capital markets. The findings have demonstrated that industrial production, changes in risk premium and term 

structure, had positive relation with the expected stock returns. Meanwhile, the relation of anticipated and 

unanticipated inflation with expected stock returns was meaningfully negative. In a study conducted as "the 

effect of macroeconomic and non-economic factors on the Hotel stock returns, Kim et al. (2010), investigated 

various economic and non-economic factors influencing price index and stock returns of Taiwan Hotel 

companies using data mean during the January 1989 to august 2003. The obtained results demonstrated that 
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there is a meaningful influence between some economic factors such as money supply, industrial production 

growth rate, expected inflation, unemployment and exchange rate, just money supply and unemployment rate 

were meaningful effect on Hotel stock price index and its returns. In the other side, all non-economic studied 

factors like presidential elections, Iraq war 2003, SARS outbreak, major sporting events, the Asian financial 

crisis, and September 11 terrorist attacks have a meaningful effect on the hotel stock price in Taiwan. Saritas 

Hakan et al. (2004), conducted another study in Turkey and demonstrated that an inverse relation between stock 

price and returns index with the inflation of Turkey during 1992 to 2002. 

 Osman & Yacup (2011), in an another investigation, have examined the performance of macroeconomic 

factors and the real Turkey stock with regarding to macroeconomic indexes such as money supply, exchange 

rate and balance of trade. The findings illustrate that the mentioned economic variables in Turkey have a 

considerable influence on directing the stock price index changes and there is not a regular relationship between 

stock price index and macroeconomic factors in Turkey. In addition, it was understood that stock price in 

Turkey is influenced by future shareholders' expectations from total revenue shares in periods which having the 

shares. The companies' nominal values will be increased on average in inflation condition after some time. In 

fact, the profitability is fixed, but the nominal value has been increased by inflation. As the nominal value 

increases, the nominal value price increases too. Another effect of inflation is to decrease the intrinsic value of 

each share. The quality of real companies profits (economic profit) decreases during the years in which the 

inflation are high. In addition to, the inflation condition may cause to decrease purchasing power of the peoples. 

The increase in costs of living makes people not to save and invest suitably and the more incomes are spent on 

their current costs. In the other side, decrease in investment results in lower demand in investment in stock 

exchange and stock index respectively. Ross and Roll in their research have demonstrated the negative 

relationship between the indexes of weighted average yield in New York stock exchange with anticipated an 

unanticipated inflation. 

 Monetary theories are classified into two categories themselves (monetary theory number 1 and monetary 

theory number 2). Based on theory number 1, inflation is a monetary phenomenon always and everywhere 

which is created through faster growth of money supply toward real productions. Increasing short-term money 

supply increases real production and employment, but its effects are neutralized in long-term and just increase 

the long-term inflation. According to the theory number 2, the unpredictable changes in money supply have real 

influence on economy; however, it cannot be regarded as a regular economic policy. Accordingly, the predicted 

changes in money supply influence the prices proportionately. The claim that tells economic variables like 

inflation, liquidity, exchange rate, etc are the motives for changing stock prices, are accepted as a theory. 

Anyway, there has made much effort to investigate the influence of economic forces theoretically and its effects 

empirically. The dynamic relation between macroeconomics and stock returns has been widely studied. The 

base of mentioned research is based on the theory which tells that the stock prices are the reflection of current 

value of future cash flow (current value model). For this reason, future cash flow and anticipated returns rate are 

needed here. Therefore, the economic variables affect both on future cash flow and anticipated returns rate. So 

they can influence on stock prices (Elton & Gruber, 2009). Boud Dukh and Richardson (2012), came to a 

conclusion that there is a one to one relation between expected inflation and stock returns. Graham's empirical 

findings illustrated that there is a relation between inflation and a volatile stock returns. It means that both 

negative and positive relations can be seen in some periods. Caparale and Jung (2011), studies have shown that 

the expected inflation has negative influence on stock prices. Thorbecke (2012), demonstrated that the money 

policies have major impact on stock returns and increasing rate of growth results in stock returns increase. 

 

Methodology: 

Statistical population and sample: 

 This study focuses on stock return changes in 3 energy industries cars and parts manufacturing, cement, 

gypsum and lime, and transportation, warehousing and communications, so all listed companies of Tehran stock 

exchange have formed the statistical population of the research and the statistical sample of stock returns in 

these industries is between 28/09/2008/ to 28/09/2010. The ultimate selected industries category and the number 

of each company per industry and the used statistics illustrated in table 1-3. By the way, the available companies 

in each industry are attached in table appendix. 

 

Research variables: 

 A variable refers to a feature, characteristic or factor which common in people and can has small amount 

and different values. The identifying, measuring and studying of effects and relations of variables are considered 

in all researches. Variables have various types and classified based on different principals. The variables of this 

study are: 
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Independent variable: 

 Targeted subsidies plan is the independent variable of the research permanently. This plan has 16 provisions 

and 16 notes which approved by Parliament on Public Hearing on Tuesday 10/15/2008 and Guardian Council in 

23/10/2008 and implemented since 28/09/2009 after weeks of discussions in different commissions and 

common sessions between Parliament and government. Targeting subsidies is the important programs among 

the economic development plan which related to the people. Knowing the root problem in economy, the 

government has started the codification of a basic plan to reform the economic structure which finally formed 

the integrate program, namely "economic development plan". 

 

Dependent variable: 

 The Dependent variable of the research is the market returns of listed companies on Tehran stock exchange 

which available daily by using total price index in related industry and calculated through the following relation: 

 
 Rt is market returns per day, Pt is price index of related industry and Pt-1 is price index of related industry 

in previous day (t-1). The market returns based on each industry are used as a dependent variable before the 

implementation of targeted subsidies plan since 28/09/2008 to 27/09/2009 and the market returns are calculated 

as a dependent variable after implementation of targeted subsidies plan since 28/09/2008 to 28/09/2010. 

 

Control variable: 

 Dollar and gold price (one gram of 18 carat gold) have been selected as control variables. Due to reference 

exchange rate is official exchange rate in Central Bank website, application of this rate was no credit and 

deviated the obtained results, and therefore, we used the information of reliable websites (mesghaal) to obtain 

the market rate. It is noteworthy that since there is no reference for gold price, we used the mentioned website to 

obtain the market rate. 

 

Research hypothesis: 

 A hypothesis is a thoughtful speculation about the nature and state of relations between phenomena, things 

and variables which helps the researchers to recognize the closets and most likely way for discovery of secrets. 

So, a hypothesis is a temporary thought that its correctness should be tested. Often, researches are started with 

questions and hypothesis. Many researches have passed the question stage and come to hypothesis stage. A 

hypothesis is a knowing guesswork in conjunction with the society parameters."Statistical hypothesis testing" is 

an appropriate statistical technique for verifying assumptions.  

 As regard to the mentioned aim in chapter one, the aim of the research is the investigation of Targeted 

Subsidies plan on market returns of listed companies on Tehran Stock Exchange, so the hypothesis defined as 

follow: 

 Hypothesis 1: There is a meaningful relationship between targeted subsidies plan and market value of 

cement, gypsum and lime industry of listed companies on Tehran stock exchange.  

 Hypothesis 2: There is a meaningful relationship between targeted subsidies plan and market value of 

automotive industry of listed companies on Tehran stock exchange. 

 Hypothesis 3: There is a meaningful relationship between targeted subsidies plan and market value of 

transportation, warehousing and communications industry of listed companies on Tehran stock exchange. 

 

Subsidies: 

 Subsidies is one the important tools for the government which is paid for protecting the rights of consumers 

and manufacturers. Economists have used various concepts for defining subsidies. Firstly, subsidies enabled 

consumers to purchase the products and a service below the market price and secondly increases the 

manufacturers' revenue in compared the state without paying subsidies, or decreases the cost of production. 

Subsidies means that the government, as a manufacturer of products and services, sells its products in a manner 

that not cover the cost of production or compensate the losses occurred in private sector. Thus, power supply in 

prices which not cover the investment returns, is regarded as subsidies, though it is not regarded in government 

budget. Also, providing any general education which its cost regarded lower than private sector is considered as 

subsidies. In the other side, according to this description, transfer payments to the families are not regarded as 

subsidies, because neither including sale of goods and services, nor distorting and disturbance in prices 

(Clementz and Shwartz, 1999). 

 

Targeted subsidies plan: 

 This plan has 16 provisions and 16 notes which approved by Parliament on Public Hearing on Tuesday 

10/15/2008 and Guardian Council in 23/10/2008 and implemented since 28/09/2009 after weeks of discussions 
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in different commissions and common sessions between Parliament and government. Targeting subsidies is the 

important programs among the economic development plan which related to the people. Knowing the root 

problem in economy, the government has started the codification of a basic plan to reform the economic 

structure which finally formed the integrate program, namely "economic development plan". 

 

Research method: 

 To do the research, we have firstly calculated the dependent variable (the market returns) independently in 

3 industries of cars and parts manufacturing, cement, gypsum and lime, and transportation, warehousing and 

communications price index by Excel software. The information related to dollar and one gram of 18 carat gold 

rate which is control variable, has been extracted through Mesghaal website (a reliable reference for reporting 

the real market rates) since 28/09/2008 until 28/09/2010, and then the hypothesis were tested to eliminate the 

industry impact by regression model (is defined in the following) independently for each related industry. 

 In this stage, the regression models were fit, the coefficients of determination were calculated and 

significant test for each independent variables were implemented for model (H0: Bi= 0). The model is used for 

investigating the hypothesis is as follow: 

  
 Where Rt is the market returns, Targeting Plan is binary variable (0, 1) which 0 dedicated before and 1 

dedicated after the implementation of the plan, Gold Price is the price of the gold and Rate of $ is dollar price. 

One output T-test will be done to study the pure impact of the targeted subsidies on stock price returns as a 

complementary test. 

 

Results: 

 Finally, the obtained results are demonstrated below after conducting statistical tests on related information: 

 Hypothesis 1: There is a meaningful relation between the targeted subsidies plan and the market returns of 

cement, gypsum and lime in listed companies on Tehran stock exchange. 

 
Table 1: Model Summary. 

R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson 

0.121a 0.315 0.302 0.0149229 1.827 

 
Table 2: ANOVA. 

Model Sum of Squares df Mean Square F Sig. 

 Regression 0.422 3 0.241 2.366 0.070a 

Residual 0.107 480 0.125   

Total 0.529 483    

 

Table 3:  

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

 (Constant) 0.222 0.118 - 1.194 0.233 - - 

Targeting 0.223 0.202 0.198 1.244 0.214 0.932 1.219 

gold -1.424 0.222 -0.087 -.469 0.639 0.963 1.791 

dollar -1.476 0.105 -0.096 -.586 0.558 0.933 1.995 

 

 A multivariate regression model in 5% error level was processed to verify the hypothesis, and results have 

shown that the coefficient of determination model was 0.302 which means that about 30.2% of dependent 

variable changes are describable by the independent and control variables. The probability of Fisher statistics to 

evaluate 0 hypotheses (H0: B1= B2= B3= 0) about inadequacy of the model is equal with 0.070 which was 

greater than 0.05, so the hypothesis was not rejected by 95% confidence, consequently, the adequacy hypothesis 

(the meaningful relation between the market return of companies of cement, gypsum and lime industry was 

rejected. 

 
Table 4: t statistics 

X Paired Differences t df Sig. (2-tailed) 

Mean Std. Deviation Std. Error Mean 

R1before - R1after .0013079 .0218674 .0014086 .928 240 .354 

 

 A more T-test was done to ensure the obtained results and the findings showed that the possibility of paired 

T-test was equal with 0.354 which is greater than 0.05, so 0 statistics assumption about the lack of a meaningful 

relation was not rejected. As a result, the targeted subsidies was not result in creating a meaningful difference in 

the market returns average of companies of cement, gypsum and lime industry and the obtained result was 

consistent with the result of regression. 
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 Hypothesis 2: There is a meaningful relation between the targeted subsidies plan and the market returns of 

car and parts manufacturing industry in listed companies on Tehran stock exchange. 

 
Table 5: Model Summary. 

R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson 

.232a .351 .321 .0050703 1.843 

 

Table 6: ANOVA 

Model Sum of Squares df Mean Square F Sig. 

Regression .421 3 .148 .560 .923a 

Residual .112 481 .215   

Total .533 484    

 

Model Unstandardized Coefficients Standardized 
Coefficients 

T Sig. Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

 (Constant) -.112 .106 - -.248 .804 - - 

Targeting .521 .251 .223 .285 .776 .932 1.214 

gold -6.272 .145 -.114 -.611 .541 .973 1.667 

dollar 4.031 .255 .177 .473 .636 .958 1.884 

 

 A multivariate regression model in 5% error level was processed to verify the hypothesis, and results have 

shown that the coefficient of determination model was 0.321 which means that about 32.1% of dependent 

variable changes are describable by the independent and control variables. The probability of Fisher statistics to 

evaluate 0 hypotheses (H0: B1= B2= B3= 0) about inadequacy of the model is equal with 0.923 which was 

greater than 0.05, so the hypothesis was not rejected by 95% confidence, consequently, the adequacy hypothesis 

(the meaningful relation between the market return of companies of cement, gypsum and lime industry was 

rejected. 

 
Table 8: T statistics 

 Paired Differences t df Sig. (2-tailed) 

 Mean Std. Deviation Std. Error Mean 

R2before - R2after .0001167 .0066187 .0004255 .274 241 .784 

 

 A more T-test was done to ensure the obtained results and the findings showed that the possibility of paired 

T-test was equal with 0.784 which is greater than 0.05, so 0 statistics assumption about the lack of a meaningful 

relation was not rejected. As a result, the targeted subsidies was not result in creating a meaningful difference in 

the market returns average of companies of car and parts manufacturing industry and the obtained result was 

consistent with the result of regression. 

 Hypothesis 3: There is a meaningful relation between the targeted subsidies plan and the market returns of 

transportation, warehousing and communications industry in listed companies on Tehran stock exchange. 

 
Table 9: Model Summary. 

R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson 

.177a .256 .232 .0093705 1.834 

 
Table 10: ANOVA 

Model Sum of Squares df Mean Square F Sig. 

Regression .548 3 .421 .949 .417a 

Residual .142 476 .225   

Total .690 479    

 
 

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

 (Constant) .016 .211 - 1.413 .158 - - 

Targeting .125 .101 -.036 -.450 .653 .928 1.049 

gold 2.400 .244 .236 1.262 .208 .968 1.727 

dollar -2.397 .208 -.249 -1.521 .129 .958 1.882 

 

 A multivariate regression model in 5% error level was processed to verify the hypothesis, and results have 

shown that the coefficient of determination model was 0.232 which means that about 23.2% of dependent 

variable changes are describable by the independent and control variables. The probability of Fisher statistics to 

evaluate 0 hypotheses (H0: B1= B2= B3= 0) about inadequacy of the model is equal with 0.417 which was 

greater than 0.05, so the hypothesis was not rejected by 95% confidence, consequently, the adequacy hypothesis 
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(the meaningful relation between the market return of companies of cement, gypsum and lime industry was 

rejected. 

 
Table 12: t statistics 

 Paired Differences t df Sig. (2-tailed) 

 Mean Std. Deviation Std. Error Mean 

R3before - R3after .0005491 .0133325 .0008660 .634 236 .527 

 

 A more T-test was done to ensure the obtained results and the findings showed that the possibility of paired 

T-test was equal with 0.527 which is greater than 0.05, so 0 statistics assumption about the lack of a meaningful 

relation was not rejected. As a result, the targeted subsidies was not result in creating a meaningful difference in 

the market returns average of companies of transportation, warehousing and communications industry and the 

obtained result was consistent with the result of regression. 

 

Discussion and Conclusion: 

 Firstly, we generally conclude that implementation of the targeted subsidies plan had not relation with stock 

returns of 3 mentioned industries, because perhaps the targeted subsidies plan has influenced on price indexes. It 

means that more cost of industries (due to targeted subsidies plan), the more stock prices would be and the 

industry price index which is calculated by the price per share, has been increased. The stock price index which 

is used for calculating the market returns is neutralized the impact of the targeted subsidies plan on the market 

returns. Another reason for rejecting the hypothesis and the lack of relation between the market return and 

mentioned plan can be the short elapsed time of the plan, because economists believed that these plans show 

their impacts in long-term periods and 1 year period cannot demonstrate the real impact of the plan. 

 

Research limits: 

1. Limited time domain is the main limitation of the research, because short time has passed it (less than 2 

years). Of course, price realization which was done by each stage can influence on the hypothesis correct 

results.  

2. Another limitation is the lack of availability of other control variables, including interest rate, inflation rate, 

financial and monetary policies and international economic sanctions. 

3. Rising gold prices is influenced by internal factors as well as rising world prices and there was not ability 

for measuring and separating the impacts. 

 

Recommendations for future research: 

1. It is suggested that the similar research is done to investigate the impact of the plan on other industries of 

stock exchange.  

2. Since it is anticipated that the targeted subsidies plan has relationship with working capital of companies, it 

is suggested that a study be conducted to investigate the relation between the targeted subsidies plan with 

liquidity and working capital of companies.  

3. The relation between the targeted subsidies plan with special companies returns should be investigated after 

offering financial statements and ability of measuring each company's returns.  

4. It can be investigated the relation between the targeted subsidies plan and market turnover which is offered 

daily in the stock exchange website by number and rial.   

 

REFERENCES 

 

Abbas, K., R. Abbas, 1995. The investigation of subsidies by economic. Tehran Institute for trade studies 

and research: third edition. 

Ashob, M., 2001. Statistical concepts and methods. Journal of social and Huminities, 7(11): 125-142. 

Ashtiani, A., 2006. The investigation of relation between accounting variables and net operating cash flow, 

investment and financing with stock returns. Journal of accounting and management, 7(2): 148-162. 

Azizi, F., 2005. Experimental test between the relation of inflation and stock returns in Tehran stock 

exchange. Journal of economic investigations, 12(5): 17-30. 

Barzani, M., R. Esfahani, S. Samadi, H. Faljo, 2010. The assessment of regulatory role of the state on 

Tehran stock exchange in within an optimal control model. journal of economic of management, 9(9): 285-307. 

Boudoukh, J., M. Richardson, 2012. Stock Returns and Inflation:A Long-Horizon Perspective.  Journal of 

American Economic Review, 9(6): 225-248. 

Caparale, T., C. Jung, 2011. Inflation and Real Stock Prices.  Journal of Applied Financial Economics, 

5(11): 185-211. 

Chen, N.F., R. Roll, A. Ross, 1986. Economic Forces and the Stock Market. Journal of Business and 

management, 3(8): 383-402. 



80                                                           Malihe Akhlaghi and Majid Bakhshi 2014 

Journal of Applied Science and Agriculture, 9(9) July 2014, Pages: 74-80 

Elton, E.J., N. Gruber, 2009. Modern Portfolio Theory and Investment Analysis, Fourth Edition: John 

Wiley & Sons. 

Fama, E.F., M. Gibbons, 1995. nflation, Real Returns and Capital Investment. Journal of Monetary 

Economics, 8(5): 55-72. 

Ghaemi, M., S. Toosi, 2006. The investigation of effective factors on common stock returns of listed 

companies on Tehran stock exchange. Journal of Payam Modiriat, 3(8): 159-175. 

Gorji, M., 2010. The investigation of relation between systematic risks with interest growth and operating 

cash flow of listed companies on Tehran stock exchange. Journal of social science, 8(6): 144-171. 

Gultekin, N., M. Bulent, 2011. Stock Market Returns and Inflation. The Journal of Finance and economic, 

5(2): 125-139. 

Hernandez, L., 2002. Inflation Y Retorno Bursatil, Una Invetigacion Empricia: Chile Cuadernos-De-

Econmia. Journal of accounting and finance, 7(8): 54-72. 

Jammazi, R., C. Aloui, 2010. Wavelet decomposition and regime shifts: Assessing the effects of crude oil 

shocks on stock market returns. Journal of  Energy Policy, 12(7): 1425-1449. 

Kim, M., L. Woo Gon, J. Kim, H. Jeong, 2010. The impact of macroeconomic and non-macroeconomic 

forces on hotel stock returns. International journal of Asian social science, 8(6): 225-248. 

Lee, U., 2008. further empirical test of the proxy effect hypothesis: some international evidence. Journal of 

international financial market institution and money, 8(6): 1025-1088. 

Maosen, Z., C. Marc, 2008. stock returns inflation and the macro economy. Journal of accounting and 

finance, 5(9): 144-195. 

Pirae, K., M. Shahsavar, 2009. The impact of macroconomic variables on Iran stock exchange. journal of 

Iran's economic investigations, 8(4): 21-38. 

Sajjadi, S., H. Farazmand, H. Alisoofi, 2009. The investigation of relation between macroeconomic 

variables and stock returns index in Tehran stock exchange. Journal of economic sciences, 39(9): 123-150. 

Thorbecke, W., 2012. on stock market returns and monetary policy. Journal of finance and economic, 6(8): 

175-196. 

Viviana, F., 2009. The behavior of stock returns in the mining industry following the Iraq war. International 

journal of Business and Finance, 6(12): 274-292. 


