
 

J. Appl. Environ. Biol. Sci., 3(10)52-58, 2013 
 

© 2013, TextRoad Publication 

ISSN: 2090-4274 
Journal of Applied Environmental  

and Biological Sciences 
www.textroad.com 

 

*Corresponding Author: Atefe Maleki, Department of Accounting, Boroujerd Branch, Islamic Azad University, Broujerd, 
Iran , E- mail: atefemaleki79@yahoo.com 

The Influence of Iran's Entrance into the WTO on Major Indexes of 
Tehran Stock Exchange 

 
Darush Javid1 and Atefe Maleki2* 

  
1Assistant Professor in department of accounting, Malayer branch, Islamic Azad University, Malayer Iran  

2 Department of Accounting, Boroujerd Branch, Islamic Azad University, Broujerd, Iran  
Received: August 6 2013 

Accepted: August 25 2013 

ABSTRACT 
  

 Joining the World Trade Organization (WTO) will certainly have major impacts on the country’s economy and 
staying away from it results in missing the chance of playing an important role in global decisions and reducing 
nation's share of world trade. Countries have realized that privatization causes the security markets to boom. 
Investors evaluate investment performance by using stock exchange indexes. This study aims to examine Iran's 
entrance into the WTO on major indexes of Tehran stock exchange. The participants consist of (150) accounting 
professors and students and experts. A questionnaire was used for collecting data during the fall of 2012. To 
examine validity of questions the KMO –test was used. In order to test hypotheses One- sample T-test and 
Friedman-test were used. Statistical analyses showed that foreign investment by20/25 ranking average is the 
important factor in Iran's entrance into WTO and joining WTO by 3/6 average and 0/595 standard deviation has 
positive impacts on Stock Exchange’s Major indexes.                                                                                                                                 
KEYWORDS: Entrance, Stock Exchange’s Major indexes, WTO, Tehran Stock Exchange. 
 

INTRODUCTION 
 

The need to expand international trade is so great that staying out of the communication loop is impossible. The 
World Trade Organization has taken responsibility for meeting this need in the economic sphere (Shirkavand, 
(2000)). By joining the WTO many companies have been able to cross boundaries through joint investment and 
cooperation with local companies without sharing in assets have influenced by independent companies' 
activities. In addition to removing trade barriers and the free flow of goods, services and production factors can 
also be achieved. By expanding competitive markets and joining WTO, countries have realized the necessity of 
privatizing public firms with the aim of developing capital market through boosting stock market, extending 
share ownership, encouraging different groups' people to make investment and increasing financial markets’ 
efficiency. One of the consequences of globalization is capitals that are exchanged without any restriction. Since 
people don’t like keeping extra cash because of opportunity cost and decrease in value, they prefer to invest in 
several ways such as securities. In capital market, stock indices display market conditions like a thermometer, 
and thereby investors use them in order to identify the market trend, evaluate the past, and in some cases predict 

the future(Kiany ,(2010).                                                                                                                                           
 

STATEMENT OF THE PROBLEM 
 
Joining WTO means that all countries follow the same regulations in their trading operations with other 

member states, and respect the trade laws and economic structure of their trading partners. Today, no country 
can subsist alone and without cooperation with the international community because no country has competitive 
advantages in all fields including productions, technology, capital and etc. Regarding the important role of trade 
in international economy and the efforts made by different countries to increase their share in global trade in 
order to profit more from world trade, most countries seek to present a positive image so that they can receive 
more substantial portions of the global trade, therefore, as an important international organization, WTO is a key 
player which makes commercial laws and attempts to create a favorable trade environment by removing barriers 
and providing more competitive environment. Entrance into WTO may provide great opportunities such as 
faster and cheaper access to the information, attracting foreign investment, managing external debts to provide 
adequate resources for development, removing trade barriers, education, and development of Productivity. It 
also involves threats such as exchange rate fluctuations, problems related to low charges of goods and services, 
risk of firms ’ bankruptcy  when competing with their competitors. Today, capital, regardless of geographic 
boundaries is easily transferred and investors are looking for more profits and increasing their capital, therefore 
they are willing to venture beyond the geographic boundaries. One field that investors choose to invest in is the 
stock exchange. As mentioned earlier, foreign investment can provide great opportunities .Increase in capital 
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market liquidity causes turnover to rise up and market efficiency improves as a result, consequently, the cost of 
financing domestic companies is reduced and the demand for securities rises through increasing the stock price. 
However, there are risks such as domestic and international crises, interest and exchange rate fluctuations, and 
increased risk of ownership and dominance of foreign companies over domestic companies. Investors use 
indexes to evaluate the market climate and in some cases they even predict future to assess past. In fact, the 
major stock indexes are considered as the most important criteria for evaluating the performance of investment 
in the stock market and even non-financial investments .Studying the effect of Iran's entrance into the WTO can 
help officials to make appropriate decisions and take the necessary steps in order to make further profits. 

 
LITERATURE REVIEW 

 
Jalaee and sabaqpour (2009) in the research examined the effect of FDI on economic growth through 

financial markets .They concluded that by incorporating the indexes and enter the economic growth model, FDI 
has a negative impact on economic growth and improving financial markets result in enhancing the stability of  
impact  FDI on Iran's economic growth. 

Toraby and mohammadzade-Asl (2010) studied the globalization role in attracting foreign investment and 
economic growth. The results revealed that there is direct relationship between FDI flows and investing in 
portfolio and economic growth in countries with higher degree of globalization and structural factors, 
globalization, policy and globalization measures to attract capital and economic growth in countries with a 
lower degree of globalization has a higher importance.  

Mahdavi  et al (2010) in their work examined the impact of financial market development in impact of FDI 
on economic growth in host countries using panel data. The results showed that in terms of financial market, in 
developed countries, FDI has positive impact on economy growth and in less developed countries this impact 
isn’t significant. 

Sajjady  et al (2010) investigated the relationship between macroeconomic variables and the Cash return 
on stock -Tehran Stock Exchange .They concluded that there are positive relation between macroeconomic 
variables (inflation, liquidity, exchange rate and oil income) and the Cash return on stock. 

Vaatanen  et al (2010) in the research studied the internalization of trade and company performance in 
Russia. The results suggested that globalization has a considerable effect on company’s performance measures. 
By globalizing of performance  companies enhance the productivity and profitability of labor force. Besides, by 
joining Russia the world market the positive effects of growth is gradual. 

Mossa ,I (2004) examined the degree of attracting foreign investment in different markets. He found that 
developing markets will attract more foreign investment flows than large market and countries that pay more 
important to the education and, R&D and have managed to absorb the flow. 

Ranceir et al (2004) in their work studied the impacts of releasing financial markets and capital flows on 
economy growth. The results indicated that the impacts of releasing financial markets have positive effect on 
economy growth but, the effect is weak because of crises and its consequences. 

Sadat Amini et al (2012) examined the effects of trade liberalization on current account balance of 
payments and economic growth in Iran. In this study, by exploring the relationship between trade balance and 
economic growth, the effect of trade liberalization on economic growth has been investigated. Time series data 
had been used to estimate the model in the years 1961-2006. Using auto regressive distributed lags (ARDL), the 
existence of long-term relationship between variables has been investigated. Furthermore, using the error 
correction method (ECM), the existence of short-term relationship between variables has been investigated. The 
results show that, the effect of trade liberalization on the trade balance is positive and significant in the long run 
as well as on economic growth. But, the effect of trade liberalization on the current account balance of payments 
is not significant. 

Javid and Bigham (2013) in the research examined the effect of advanced manufacturing strategies and 
information technology on financial performance of the companies which have been accepted in Tehran stock 
exchange. This research is based on this hypothesis: there is significant relationship between advanced 
manufacturing strategies and financial performance indicator in Tehran stock exchange. For analyzing data 
Principle component, regression analysis and correlation have been used. The results show that advanced 
manufacturing strategies and information technology affected the financial performance. 

 
RESEARCH HYPOTHESES 

 
Main Hypothesis: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange Major 

indexes. 
Sub-Hypothesis 1: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange price index. 

Sub-Hypothesis 2: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange cash return. 
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Sub-Hypothesis 3: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange price and cash 
return indexes. 
Sub-Hypothesis 4: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange industry index. 
Sub-Hypothesis 5: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange 50 top companies. 

 
THE SAMPLE, POPULATION AND METHODOLOGY 

 
The present paper is an applied study and a survey in nature. Library method was used to compile literature 

in Section 2 .Since Iran has not joined the WTO yet, so a questionnaire was used to measure variables , collect 
the relevant information and obtain the results within 4 and 5 sections. All questions were designed based on a 
Likert scale. Questions are composed of variables (indexes) extracted from the literature. Cronbach's alpha 
coefficient was used to assess the reliability by 0/95. For data analysis, descriptive and inferential statistics were 
used. In this study, after extracting 22 variables from the literature , exploratory factor analyses of the data was 
carried out, then data were rotated by Varimax method .For this purpose, The  KMO Measure of Sampling 
Adequacy Test was used that shows partial correlation between variables. The 5-choice Likert scale was used to 
examine the research’s subject , moreover because of the quantitative data, data analysis was carried out using 
one-sample t-test(For the mean) which our hypothesis is confirmed if the mean is greater than a certain extent. 
In addition, Friedman test  was used for measuring  the same ranking questions with respect to the assumptions 
that the results of this test determines  the variables which affect joining WTO. 

The population of the present research consists of the accounting students and professors and professionals 
working in stock market. Since the study population is unlimited, Cochran's formula was used to estimate the 
sample size and the sample size of 150 was obtained at 95% confidence level. 

d
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FINDINGS 
 

The data in this study were rotated by Varimax using KMO-test. It measures sampling adequacy and checks 
partial correlation between variables. It determines whether the common variance of some latent factors is 
underlying, this index ranges between 0-1.                                                                                                                

  

Table1-KMO-test to the suitability of the research questions 
 

 
 
 
 
 
 
 

 
 
 

 
As shown in the above table the KMO value is greater than 0/5 and Bartlett’s test significant level is less than 

%1, on the other hand, factors'  scores for each question is more than 0/3 ,so questions 1 to 22 are appropriate to 
measure variables .                                                                                                                                                      
Sub-Hypothesis 1: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange price index  
  H0:   3     
  H1:   3  

                                  Table 2 : t-test  to describe  data for sub-hypothesis 1         
   
  

  
 Table 3 : t-test for sub-hypothesis 1       

 
  
  

 

component Loadings component  Loadings  Results  
Q1  0/761  Q12 0/426 KMO        0/873 

Bartlett’s  0/2736 
Sig            0/0001 

 
  

Q2 0/795 Q13 0/656 
Q3 0/594 Q14 0/633 
Q4 0/625 Q15 0/616 
Q5 0/593 Q16 0/567 
Q6 0/490 Q17  0/592 
Q7 0/599 Q18 0/661 
Q8 0/5340 Q18 0/630 
Q9  0/671 Q19 0/611 

Q10  0/5690 Q20 0/696 
Q11 0/588 Q21 0/698 

S.E mean St.d Mean N  
0/065 0/806 3/384 150 

base mean=3  
t           df sig Mean difference Confidence interval 0/95  

5/82 149 0/0001 0/384 upper  lower  
0/514  0/253  

1502)08/0(
)5/0).(5/0.(2)96/1( n
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 The results of the above tables show that the average response to this hypothesis is 3/384 while the base mean 
equals 3, so we observe that the average response of 0/384 is greater than the base mean. Then H0 is rejected and 
H1 is confirmed at %1 sig-level. Therefore, according to this hypothesis, by 99% confidence one can say that the 
obtained means were more than 3. Consequently, participants agree with the sub-hypothesis1. 
Sub-Hypothesis 2: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange cash return. 
  H0:   3        
  H1:   3   

 Table 4 : t-test  to describe  data for sub-hypothesis        
 
 

 
Table 5 : sub-hypothesis 2  t-test 

 
 
 
 
 
The results of tables 4 and 5show that the average response to sub-H2 is 3/417 but the base mean equals 3, so 
we see that the average responds of 0/417 is greater than the base mean. Then the null hypothesis is rejected and 
the alternative hypothesis is accepted at %1 sig-level .Therefore, according to this hypothesis, by 99% 
confidence one can say the obtained means answers were more than 3. That is, participants agree with the 
hypothesis-1. 
Sub-Hypothesis 3: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange price and cash 
return indexes. 
H0:   3         
 H1:   3   

                              Table 6: t-test  to describe  data for sub-hypothesis 3  
 
 

 
Table 7: sub-hypothesis 3 t-test 

 
 
 
 
 
The results of tables 6 and 7 report that the average response to sub- H3 is 3/452 but the base mean equals 3, so 
we observe that the average responds of 0/452 is greater than the base mean. Then Ho is rejected and H1 is 
confirmed at %1 sig-level .Therefore, according to this hypothesis, by 99% confidence one can say the obtained 
means answers were more than3, or answers have been left high and very high. Consequently, participants agree 
with the hypothesis-3. 
Sub-Hypothesis 4: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange industry index. 
H0:   3  
 H1:   3   

         Table8: t-test  to describe  data for sub-hypothesis 4  
 
 

 
Table 9: sub-hypothesis 4 t-test 

 
 
 
 
 
The results of tables 8 and 9show that the average response to sub-H4 is 3/475 but the base mean equals 3, so 
we observe that the average responds of 0/475 is greater than the base mean. Then the null hypothesis is rejected 
and the alternative hypothesis is confirmed at %1 sig-level .Therefore, according to this hypothesis, by 99% 
confidence one can say that mean answers were more than3, or answers have been left high and very high. 
Consequently, participants agree with the hypothesis-4. 
Sub-Hypothesis 5: Iran's entrance into the WTO has an impact on the Stock Exchange 50 top companies. 

S.E mean St.d Mean N  
0/064 0/792 3/417 150 

base mean=3  
t           df sig Mean difference Confidence interval 0/95  

6/45 149 0/0001 0/417 upper  lower  
0/545  0/289  

S.E mean St.d Mean N  
0/060 0/374 3/452 150 

base mean=3  
t           df sig Mean difference Confidence interval 0/95  

7/53 149 0/0001 0/456 upper  lower  
0/576  0/336  

S.E mean St.d Mean N 
0/057 0/699  3/478 150 

base mean=3  
t           df sig Mean difference Confidence interval 0/95  

8/37 149 0/0001 0/478 upper  lower  
0/591  0/365  
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H0:   3          
 H1:   3   

Table10 : t-test  to describe  data for sub-hypothesis 5  
 
 
 

 
Table 11 : sub-hypothesis 5 t-test 

 
 
 
 
 
The results of the above tables show that the average response to sub-H5 is 3/56 but the base mean equals 3, so 
we observe that the average responds of 0/56 is greater than the base mean. Then H0 is rejected and H1 is 
confirmed at %1 sig-level .Therefore, according to this hypothesis, by 99% confidence one can say that the 
obtained means answers were more than 3, that is participants agree with the hypothesis-5. 
Main Hypothesis: Iran's entrance into the WTO has an impact on the Tehran Stock Exchange main indexes. 
H0:   3        
 H1:   3   

Table 12 : t-test to describe data for main hypothesis   
 
 
 

Table 13: Main hypothesis  t-test 
 
 
 
 
 
The results of tables 12 and 13 illustrate that the average response to the main hypothesis is 3/60 while the base 
The results of tables 12 and 13 illustrate that the average response to the main hypothesis is 3/60 while the base 
mean equals 3, hence we observe that the average responds of 0/60 is greater than the base mean. Then H0 is 
rejected and H1 is confirmed at %1 sig-level .Therefore, according to this hypothesis, by 99% confidence one 
can say that the obtained means answers were more than 3.Consequently, participants agree with this hypothesis 
Comparison test of research questions significance 
      

Table 14: Rank average of Friedman -test to compare the significance of the research questions, the main 
hypothesis                                               

 
 
 
 
 
 
 

 
 
 
 
 
 

Table15: Friedman test for comparison of research questions 
 
 
 
The results reported in table 15 reveal that the Friedman-test has been significant at %1 sig-level, so there is a 
difference between questions in terms of significance .As shown in ranking table (table 14) question 3-the 
foreign investment variable- enjoys the highest rank among all variables. Since joining the WTO has such 

S.E mean St.d  Mean N 
0/061 0/757 3/56 150 

base mean=3  
t           df sig Mean difference Confidence interval 0/95  

9/13 149 0/0001 0/565 upper  lower  
0/678 0/443  

S.E mean St.d  Mean N  
0/048 0/595 3/60 150 

base mean=3  
t           df sig Mean difference 0/95 Confidence interval   
12/33 149 0/0001 0/600 upper  lower  

0/696 0/504  

Mean Rank   questions Mean Rank  questions 
14/48  Q12 15/37 Q1  
14/32 Q13 15/08 Q2 
14/32 Q14 20/25 Q3 
14/32 Q15 17/56 Q4 
14/29  Q16 15/13 Q5 
14/29 Q17  15/02 Q6 

41/16 Q18 13/54 Q7 
15/46  Q18 13/49 Q8 
14/99 Q19 15/99 Q9  
12/82 Q20 14/71 Q10  

15/73 Q21 14/39 Q11 

N  chi-square  df  sig 
150  456.94  21  0.0001  
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consequences as increasing international trade flows, foreign direct investment, technology transfer and etc, in 
opinion of our participants foreign investment is the most important result of joining the WTO. 
 
               Table16: Mean Rank  and Friedman test for Comparison of sub -hypotheses questions 
 

  Q  Mean rank  N  chi-square  df  sig  
  

Sub-H 1 
7  2/82    

  
150  

  
  

10/841  

  
  
4  

  
  

2.028  
8  2/85 
9  3/26  

10 3/06 
11  3/02  

  
Sub-H 2  

12  1/98    
150  

  
2.780  

  
2  

  
0.2490  13  2/08 

14  1/94  
  

Sub-H 3  
1  2/57    

  
150  

  
  

0/934  

  
  
3  

  
  

0.817  
2  2/47  
5  2/51  
6  2/43 

15  2/46  
  

Sub-H 4  
16  2/42    

150  
  

14/93  
  
4  

  
0.241  17  2/41  

18 2/63  
19  2/54  

  
Sub-H5   

3  3/63   
  

150  

  
  

54/123 

  
  
4  

  
  

0.0001  
4  3/14  

20  2/85  
21  2/48  
22  2/9  

 
The results shown in table16 show that the Friedman-test is significant at %1 sig-level, so there is a difference 

among questions in terms of importance. As it can be seen question 9 - demand for purchasing share variable- has 
the highest rank. As joining the WTO led to improving the private sector with developing the domestic capital 
market through boosting the Stock Exchange, extending stock ownership and engaging greater number of people in 
investment, so according to this test, demand for buying stock is the most important consequence of joining WTO. 
Friedman test for sub-hypothesis 2, 3 and 4 isn't meaningful at %1 level. Which means no difference exists 
between research questions. Sub-hypotheses 5 is significant at %1 level of significance, hence there is a difference 
between research questions. Question 3 – foreign investment variable -is assigned the highest rank, according to 
the test, foreign investment is the most important consequence of joining the WTO. 
 

CONCLUSION 
 
Based on the results, Iran's entrance into the WTO will increase the number of forward contracts, call and 

put options and demand for buying share, thus stock price and the  indexes of Tehran Stock Exchange will rise 
and by reducing investment risks, increasing yield on share , profitability,  increasing cash return  and more cash 
flows from investing, the stock yields index increase ,as a result, it causes the cost of goods and services to drop 
, increases sales, raises price and cash yield ,and consequently, price and cash yield indexes rise .Besides , share 
value of all industrial companies and industries with competitive -advantage and  leading industries boom, 
therefore , the index of industry rises. It also increases the amount of foreign investment and stock prices of 50 
top companies and develops non-oil exports; therefore, the index of 50 top companies' increases too. In addition, 
Friedman -test showed that foreign investment is the most important benefit of WTO. 
 
Comparing the results with those of similar studies 
The results of present study are consistent with Jalaee and sabaqpour, Ranceir, et al , Sajjady, et al , Vaatanen, et 
al, Mossa , and Toraby and mohammadzade-Asl  researches ; however, these results are inconsistent with 

Mahdavy, et al  in less developed countries.                                                                               
  

SUGGESTIONS 
The results of the study suggest that: 

 Forward contracts and policies are drawn up well, improving the quality and variety of products of 
companies with the aim of increasing share price and demand. 

 Create the appropriate conditions for reducing investment risks and increasing the stock return. 
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 Paying more attention to product design and development, as well as using more high quality materials, 
which reduce the cost of hiring skilled labor, goods and products. Moreover, using more effective 
marketing methods to raise products sale.  

 Industries with comparative advantages and leading industries can have a successful presence in 
international markets and increase their equity, so an attempt should be made to maintain this presence 
in global markets. Weak industries should be strengthened and supported so that entrance into WTO is 
not affected. 

 strengthening the organizations associated with exports, reforming export and import laws in order to 
increase non-oil exports as well as supporting top 50 companies in an attempt to increase the value of 
their stock liquidity, moreover , providing  the foundations for foreign investment and reforming the 
financial , monetary and exchange polices 

 All the study's hypotheses were confirmed, thus it is recommended the authorities make a serious 
attempt to fulfill the requirements for promotion and development of the stock market to facilitate the 
process of joining the World Trade Organization. 

 
Recommendations for the future researches: 
 Since many member states equal Iran with respect to required conditions for joining the WTO have 

joined the WTO; therefore, it is recommended that the future researchers compare the indexes 
influencing stock exchange before and after joining the WTO in these countries to identify the changes 
in those countries’ stock Exchange. 

 In this study, the possible impacts of WTO on the Tehran Stock Exchange index were examined; 
therefore , it is recommended that the possible impacts of joining WTO on floating stock and the 
index's of top 30 companies will be investigated. 

 The influence of joining WTO on the Tehran’s OTC (Over The Counter market) market indices will be  
evaluated. 

 Countries on a par with Iran which have joined WTO will be compared with Iran. 
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