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The effect of the calendar month of the year on the return of the
Tehran stock market

Hamid Ravan Paknoodezh ™
Reza.Ebrahimzadeh 2

Abstract

In the realm of stock market efficiency research, it is contended that the stock market operates in a
random manner and assimilates all accessible information. Consequently, the ability to forecast future
movements by investors is deemed entirely unattainable. Nonetheless, scholars have pinpointed specific
calendar anomalies where certain days (or months) of the year or particular events within a year have
proven advantageous for investors to garner abnormal returns. Hence, the objective of this study is to
scrutinize the influence of month and year on the Tehran Stock Exchange. The research utilizes daily
time series data for the overall index spanning from 2009 to 2023. The study leverages the month-of-
the-year effect to illustrate these calendar anomalies. To model conditional volatility in the month-of-
the-year effect, the EGARCH (Exponential Generalized Autoregressive Conditional Heteroskedasticity)
model, a variation of the GARCH model, is employed. The study period confirms the presence of the

month-of-the-year effect. Significant negative average returns were observed for the months of Esfand
(February/March) and Khordad (May/June)
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