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Investigating the effect of macroeconomic variables on
stock returns using conditional CCAPM and GMM
method (The Case of Iran's industries Iran)
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One of the most important issues In the financial economics, which has been attracted
the attention of economists is some question about cross-sectional variation and time
variation in the risk premium. One of the ways to answer these questions is to
examine the relationship between financial markets and the macroeconomics. The
purpose of this article is to examine the relationship between macroeconomic
variables and stock return in Iran. For this purpose we use consumption-based capital
assets pricing (CCAPM) to examine variables affecting on returns in the 18 selected
industries of the Stock Exchange in Tehran. In the CCAPM model the consumption
growth rate is the most important factor affecting returns. In this article the
conditional CCAPM model contains variables per capita consumption growth rate,
P/E (price-earnings ratio of shares) and conditional variable (coin). Conditional
variable Coin is used to introduce macroeconomic risk, these conditional variables is
the result of the conitegration between macroeconomic variables (GDP growth rate,
inflation rate, the difference between short-term and long-term interest rates). Co-
integration relation between these variables is studied with Johansen method, after
obtaining this condition variable as coin, is estimated the conditional CCAPM using
seasonal data of 1379 to 1392. The results show that the coefficients of conditional
CCAPM model are significant and in the estimated conditional CCAPM, conditional
variable (representing the macro-economic risks) as well as the rate of change in per
capita consumption and P/E ratio play an important role in the Predicting industries
stock return surplus

JEL classification: G10, G11, G12

Keywords: Co-integration, Consumption Capital Assets pricing Model,
Generalized Method of Moments, macroeconomic risks, Equity risk
premium
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