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Abstract

One of the important factors affecting the participation of investors
in the stock market is the existence of information about the trends
and price volatility of this market. In the past years, the economic
sanctions and the Covid-19 epidemic have affected the Iran stock
market. The continuous decrease of the stock market index is one of
the consequences of volatility persistence waves caused by these
events. Some financial theories have shown that the decline in stock
prices can be caused by the existence of a unit root in the volatility of
the market's price returns. In this research, the hypothesis of the drop
in stock prices due to the presence of a unit root in the volatility was
investigated with the data of the Tehran Stock Exchange index
between 2016.September.21 to 2022.March.19 and using the
stochastic volatility model introduced by Su and Lee (1999). The
findings of this paper indicate that the posterior estimate of the
coefficient of ¢ in the Stochastic volatility model is equal to one,
therefore, it is not possible to reject the inappropriate performance of
the market and the hypothesis of the fall of the Tehran Stock
Exchange index as a result of the volatility persistence.
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