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Abstract

Purpose: The purpose of this research is to examine the dynamics of conditional
correlation between the returns of mutual investment funds (4 selected funds) and the
return of the total index of the Tehran Stock Exchange during the period from the
beginning of September 2013 to the end of Faroudin 1400.

Method: In order to achieve this goal, dynamic conditional correlation (DCC) and
asymmetric dynamic conditional correlation (ADCC) econometric techniques, which are
multivariate conditional heterogeneous variance (MGARCH) models, have been used.
Results: The results of the estimation of EGARCH models for conditional variances
indicate that there is asymmetry in the conditional variance equation for all the return
series (other than the output of the Export Development Fund), so that bad news more than
well news cause to further increased the turbulence of returns. The results of the DCC and
ADCC models showed that the asymmetric parameter is only significant between the total
returns of the market and the return on the brokerage business, and in other models, in the
conventional level of knowledge, there is evidence of asymmetry in conditional
correlations Does not exist.

Conclusion: The results of the current research indicate that bad news has a greater impact
than good news on the status of funds; In fact, funds are conservative in the face of good
news and relatively passive in the face of bad news.

Contribution: The lack of sufficient strength in facing the market with bad news can be
considered as the major problem of investment funds.
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Introduction

The role and importance of the financial system in the development process of
countries is such that the difference between developed and developing economies
can be found in the degree of efficiency and effectiveness of their financial system.
The development of financial markets is a category that has received the attention
of economists following the discussions of globalization and financial integration
after the 1970s (Taibi et al., 2019). The stock exchange as one of the most
important financial markets is very important in terms of development. As one of
the financial markets where shares of companies and economic enterprises are
bought and sold, the stock market has a high importance and role in the macro
economy (Akbari Roshan and Shakri, 2013). Today, the stock market is
considered as one of the most advanced capital development tools. The stock
exchange is the place to convert real assets into paper wealth, because for the real
assets (money, cash, non-cash contributions, property, etc.) that the shareholders
present to buy shares, they are given a piece of paper that shows the giver of wealth
is their shares. If we accept that the stock market is the place of capital and the
investment and production capacities of a country, the volume of transactions, the
amount of stock supply and the sum of profits and stock returns should reflect the
full view of the country's economic situation (Fazli et al., 2019). In the securities
markets, due to the complexity of the decision-making process for investing in
securities and the significant increase in the volume and speed of information
circulation and the specialization of activities, the acceptance of collective
investments, especially in the form of investment funds, is growing day by day.
Investment funds have been formed by taking into account the investors'
preferences and their risk tolerance, in other words, to respond to the wishes of
different investors with different structures and mechanisms. The main activity of
these funds is investing in securities or physical assets, which are considered as
the fund's basic asset. Therefore, the fund's performance depends on the type of
fund's base asset (Moradzadeh Fard et al., 2014).

The purpose of this research is to investigate the dynamics of correlation between
mutual investment funds and the return of the total index of the Tehran Stock
Exchange during the period from the beginning of September 2013 to the end of
Faroudin 1400. In order to achieve this goal, dynamic conditional correlation
(DCC) and asymmetric dynamic conditional correlation (ADCC) econometric
techniques, which are multivariate conditional heterogeneous variance
(MGARCH) models, have been used. This article is organized in six sections. So
that after the introduction, theoretical foundations are discussed in the second part
and experimental studies are discussed in the third part. The fourth section
introduces the model and the data used, and the fifth section is devoted to the
experimental results. Finally, the summary and conclusion are presented in the
sixth section.
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Research Methodology

In this research, the asymmetry in the conditional variance as well as the
asymmetry in the conditional correlations between the return of the total index of
the Tehran Stock Exchange and the return of a number of joint investment funds
are studied. Among the three general groups of types of mutual investment funds,
which include mutual investment funds in shares, mutual investment funds with
fixed income and mixed mutual investment funds, in this study, the number of 4
funds (based on the availability of information on need in the desired time period)
is selected as described in table (1).
Table (1): List of variables used in the research

symbol Definition

Rtepix (1) Daily return of total index of Tehran Stock Exchange
Mtejarat (2) Daily return of trading brokerage fund (mixed)
Skeshavarzi (3) Daily return of agricultural fund (stocks)

Ssaderat (4) Daily return of export development fund (shares)
Marmaghan (5) Daily return of Armaghane 1st Nations Fund (mixed)

In this study, in order to check the asymmetry in the conditional variance of each
of the studied variables, the autoregression model with exponential conditional
variance heterogeneity (EGARCH) was used, and in order to check the asymmetry
in the conditional correlations, the dynamic conditional correlation (DCC) model
was used. ) and asymmetric dynamic conditional correlation (ADCC) have been
used. The time period of the current research was from the beginning of September
2013 to the end of Faroudin 1400 and the required data was extracted from the
website of Iran's Financial Information Processing Center. The estimation of the
mentioned models has also been done in OxMetrics7.2 software. For the sake of
brevity, only DCC and ADCC models have been introduced in the following.
Those interested in studying the EGARCH model can refer to Nelson (1991).

Results and Discussion

The coefficients show that there is a positive correlation between the returns of
the total stock market index and mutual investment funds. The lowest value for
the correlation between Armaghane 1st of Nations Fund (mixed fund) and Saderat
Joint Investment Fund (equity fund) is estimated at 0.281, and the highest positive
correlation is between the return of the total index and the agricultural fund (equity
fund) with a value of 0.739. 0 is estimated.

Conclusion

According to the results of DCC model and ADCC model estimation, it can be
seen that alpha and beta parameters are non-negative in all the second and second
models and their sum is less than one and due to the positive and significant
parameter Alpha (alpha) in all models (with the exception of the MGARCH model
between the return of the total market and the return of the Armaghane First
Nations Fund) it can be stated that in the event of a shock in the return series, it is
expected that in the next period, the conditional correlation between the return of
the stock market index And increase the yield of mutual investment funds. The
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beta parameter also expresses the effect of the conditional correlation of the
previous period on the conditional correlation of the current period. The value of
the estimated beta parameter in all models was greater than 0.9. It should be noted
that the larger this parameter is and the closer it is to 1, it indicates stability in the
estimated conditional correlations and therefore it is expected that for each pair of
calculated correlations, the conditional correlations of the current period will be
close to the correlation. Provided it is the previous course.

References

Akbariroshan, M, Shakeri, A,. (2014), The effect of government expenditures,
liquidity and market structure on stock market financial developments,
Journal of Economic Research, 14(53),109-143)in Persian(

Alexakis, C., Niarchos, N., Patrab, T., & Poshakwale, S. (2005). The Dynamics
Between Stock Returns and Mutual Fund Flows: Empirical Evidence from
the Greek Market. International Review of Financial Analysis, 14, 559-569.

Alexakis, CH., Dasilas, A., & Grose, CH. (2013). Asymmetric dynamic relations
between stock prices and mutual fund units in Japan: An application of
hidden cointegration technique. International Review of Financial
Analysis, 28, 1-8.

Bollerslev, T, (1990), Modelling The Coherence In Short — Run Nominal
Exchange Rates: A Multivariate Generalized Arch Model, The Review of
Economics And Statistics, 498-504

Ebrahimnejad, A, Barkchian, ,S, & Aliabadi ,F. (1400). Examining the effect of
residual prices in mutual investment funds. Asset Management and
Financing, 9(4), 47-68. doi: 10.22108/amf.2022.128904.1666 )In Persian(

Engle, R, & Sheppard, k,(2001), Theoretical And Empirical Properties Of
Dynamic Condentional Corrrelation Multivariate Garch, National Bureeau
Of Economic Research,1-43

Engle,R.(2002), Dynamic Conditional Correlation, Journal of Business &
Economic Statistics, 339-350.

Fama, E. F. (1972). Components of investment performance. The Journal of
finance, 27(3), 551-567.

Fasli, R, & Aziznezhad, S, & Shabani, A, (2011), Investigating Financial Depth
Indices in the Capital Market, Parliamentary Research Center. )In Persian(

Ghasemi, Is, & Saraf, F, & Hamidian, M, & Darabi, R. (1401). The effect of
emotional intelligence on the performance of investment funds in Iran with
an emphasis on mental accounting. Investment Knowledge, 11(42): 505-
481. )in Persian(

Gjika, D.,& Horvath, R. (2013). Stock market comovements in Central Europe:
Evidence from the asymmetric DCC model, Economic Modelling, 33,55-
64

Hossaini,S, & Hossaini, H, & JAFARI, E. (2013),Investigating the relationship
between cash flows of joint venture funds and Tehran Stock Exchange
Index, Financial research, 15(2): 201-214 )in Persian(

Journal of Financial Accounting Knowledge, Vol.11, NO.3, Fall: 111-127.



Investigating the Synchronization between the Return of Mutual Funds and Tehran.../5

Humphrey, J., Benson, K., & Brailsford, T. (2013). Do Fund Flow-Return
Relations Depend on the Type of Investor? A Research. Journal of
Accounting, Finance and Business Studies, 49(1), 34-45.

Jafari Sarasht, D, Bayat, M, & Javidi Athar, A. (2015). Investigating the
effectiveness of ultra-modern performance evaluation criteria in joint
investment funds active in the Tehran Stock Exchange. Stock Exchange
Quarterly. 9(34): 27-52. (in Persian)

Moradzade fard, M, & Hossainpour, A,&Mollayinezhade, M.(2015). The impact
of some factors and features of joint venture funds on the returns of these
funds, Asset management and financing, 9,79-96

Oueslati, A.,& Hammami, Y, & Jilani, F.(2014). The timing ability and global
performance of Tunisian mutual fund managers: A multivariate GARCH
approach, Research in International Business and Finance, 31 ,57-73

Rostami, M, & Tajaddini, F,(2017), Dynamic Relationship Between Cumulative
Cash Flow of Joint Venture Funds and Tehran Stock Exchange Index:
Hidden Income Approach , Financial research,3,439-456(in Persian)

Saeidi, A & Saeidi, H, (2012), Relationship between capital flow of investment
funds and market return: Evidence from Tehran Stock Exchange, Financial
research, 32, 35-56(in Persian)

Sirri, E. R., & Tufano, P. (1992). Buying and selling mutual funds: Flows,
performance, fees, and services. Division of Research, Graduate School of
Business Administration, Harvard University.

Tayyebi, S, & Sameti, M, & Torki, L, (2011), the effect of financial liberalization
on the economic growth fluctuations of selected developing countries,
Journal of Modern Economics and Trade, 19, 1-16(in Persian)

Tehrani,R, Bigdalo, J, & Erfani, M. (1403). Investigating the motivations of
mutual fund managers to change risk in bullish and bearish markets and its
effect on returns. Financial Management Strategy, 12(1), 139-160. doi:
10.22051/jfm.2019.24725.1985(in Persian)

Thanou, E., Tserkezos, D. (2009). Nonlinear diachronic effects between stock
returns and mutual fund flows: Additional empirical evidence from the
Athens Stocks Exchange. Annual Conferenceof the Hellenic Finance and
Accounting Association.

TSE, Y.K, (2000), a test for constant correlations in a multivariate GARCH
model, Journal of Econometrics, 98, 107-127

Ulku, N., & Weber, E. (2013). Identifying the Interaction between Stock Market
Return and Trading Flows of Investor Types: Looking into the Day Using
Daily Data. Journal of Banking and Finance, 37(8), 2733-2749.

Usoulian,M, & Nikousokhan, M, (2017), The relation between capital flow of
investment funds, market returns and the risk of micro-investors, Modeling
of risk and financial engineering, 2(1),115-132(in Persian)

Zheng, L. (2008). The Behavior of Mutual Fund Investors, Paul Merage School
of Business, University of California, Irvine.

Journal of Financial Accounting Knowledge, Vol.11, NO.3, Fall: 111-127.



